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PRESENTATION OF THE
BOARD OF PUBLIC ACCOUNTANCY

TO THE HOUSE COMMITIEE ON FINANCE

TWENTY-FIFTH LEGISLATURE
Regular Session of 2010

Friday, March 26, 2010
12:00 p.m.

TESTIMONY ON SENATE BILL NO. 2501, S.D. 1, H.O 1, RELATING TO
PUBLIC ACCOUNTANCY.

TO THE HONORABLE MARCUS R. OSHIRO, CHAIR,
AND MEMBERS OF THE COMMITIEE:

My name is Thomas Ueno and I am the Vice-Chairperson of the Board of

Public Accountancy ("Board"). Thank you for the opportunity to present

testimony on Senate Bill No. 2501, S.D. 1, H.D. 1, Relating to Public

Accountancy.

The purpose of this bill is to provide a mechanism for firms engaged in the

practice of public accountancy to undergo peer review on a regular basis; and to

grant the Board appropriate power to regulate the peer review process.

The Board is in support of this measure that was passed by the House

Committee on Consumer Protection and Commerce after including a number of

the Board's recommendations; however, respectfully provides the following

additional comments for this Committee's consideration:

• Section 2 of the bill amends HRS section 466-3 by adding two new

definitions to the terms "attest" and "peer review", and amending the

definition of the term ''firm''.
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o The Board believes that the term "attest" is too narrowly defined

and may limit the Board's ability to recognize other types of

attest work or other standards that may need to be

acknowledged in the future~ The Board has prepared a new

definition for this term, which is attached for your consideration.

o The Board also believes the definition of the term "peer review"

should be expanded to include clear guidelines on the

qualifications of the individual who conducts a peer review. The

Board has also prepared amendments to this definition, which is

attached for your consideration.

o In addition, the Board recommends that the definition of the

term "firm" be amended to include the language, "or any other

form of business entity".

• Section 5 of the bill amends HRS section 466-13.

o Subpart (a): It is unclear to the Board whether the inclusion of

Hawaii offices and Hawaii engagements of foreign or multistate

firms in the peer review requirement should be mandated. If

passed, Hawaii would be the only state in the nation that would

require a local office of a national firm to be peer reviewed in

order to renew that firm's permit to practice. The Board

requests that the language "including the Hawaii offices and
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Hawaii engagements o~ foreign or multistate firms" be stricken

from this section.

Subpart (b): The requirement that the "peer review process be

for educational or remedial and not punitive purposes" would

prevent the Board from acting in the best interest of the public in

the case where a licensee commits a flagrant and serious

violation of the laws and rules. The Board requests that the

term "remedial" be defined, and that this sentence be amended

to allow the Board to act expeditiously against licensees whose

egregious violations of the Board's laws and rules adversely

affect Hawaii's public.

o Subpart (d)(4): This provision to establish a process to allow a

firm to appeal the findings of a peer review that results in the

denial, termination, or non-renewal of its firm permit again points

to the inconsistency in the characterization of a peer review to

be "not punitive" in purpose. Implementing the Board's

previouslyCnoted recommended changes to Section 5 of this

measure will address this inconsistency and allow a CPA firm to

appeal the conclusions of an unsatisfactory peer review that

results in the Board's punitive actions against the firm's permit.

(

Thank you for the opportunity to provide testimony on Senate Bill

No. 2501, S.D. 1, H.D. 1. I will be happy to answer any questions you may have.
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ATTACHMENT
TO THE HOUSE COMMITTEE ON FINANCE ON SENATE BILL NO. 2501,

S.D. 1, HD. 1, RELATING TO PUBLIC ACCOUNTANCY

The Board requested amendment to the following definitions contained in
S.B. No. 2501, S.D. 1, H.D. 1:

1. This definition be used instead for "altest":

"Altest" means and includes:

(1) An audit or other similar engagement;

(2) A review of a financial statement;

(3) An examination of prospective finanCial information:

(4) Any engagement to be performed in accordance with the

standards of the PCAOB: and

(5) Any other services specified in the rules of the Board.

The standards to be followed when performing atlest services shall be

specified in the rules of the Board: provided that such standards shall. at a

minimum. include those developed for general application by recognized

national accountancy organizations, such as the AICPA and the PCAOB.

2. This definition, as amended, be used instead for "peer review":

"Peer review" means a study, appraisal, or review of one or more aspects

of the professional work of a license holder or CPA firm that issues atlest

or compilation reports, by a person or persons who currently hold sermits

to sraetlee sublie aeGountane'( under seelion 466 7 and who certificates or

licenses, are CPAs, and are not affiliated with the license holder or CPA

firm being studied, appraised, or reviewed.
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HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS

Organized August 7, 1943
P.O. BOX 61043

HONOLULU, HAWAII 96839

Before the Committee on Finance

Friday, March 26. 2010 at 12:00 p.m.

Conference Room 308

Re: Support for SB2501, SD1, HD1

Relating to Public Accountancy

John W. Roberts, MBA, CPA

Chair Oshiro, Vice Chair Lee, and committee members:

I am a certified public accountant (CPA) and State President of the Hawaii Association of

C
·Public Accountants (HAPA). HAPA represents local public accounting practitioners through­

Jut the State of Hawaii. I am also a principal of Niwao & Roberts, CPAs. a P.C.

HAPA is in favor of measures to improve the quality of the accounting profession, and
HAPA's board of directors supports the language of S8 2501, SD1, HD1. Any Hawaii peer
review program should be administered fairly and eqUitably with respect to the Hawaii market
so that all firms are treated equally, regardless of whether they are a small local firm or the
Hawaii office of a large intemational or multi-state firm. No CPA firm performing attest work
in Hawaii or for Hawaii clients should be exempt from a Hawaii peer review for the protection
of Hawaii consumers. In addition, the peer review process should be constructive and helpfUl
to accountancy firms to improve the quality of their work, rather than punitive in nature. 5B
2501 , SD1, HD1 meets these conditions and will serve Hawaii's consumers and public ac­
counting community well.

HAPA's support for SD1, HD1 of SB2501 is contingent upon no substantive changes
being made to the language of SD1, HD1.

Thank you for this opportunity to testify.

Respectfully submitted.

if::~/Mt~
. :.John W. Roberts, M.B.A., CPA
( :fAPA State President



MAR/24/z01J/WED 09:41 AM

A First Hawaiian Bank
Donald P. Yannell
SeniQr Viae PrsaldBn~

and Area Manager
Wllikiki Branch

FAX No, p, 001/0Jl

","

Before the House Committee on fcinance

Friday, March 26, 2010
12:00 p.m,

Conference Room 308

('
'.

(

Testimony of Donald Yannell, Senior Vice President, First Hawaiian Bank

In Support of S8 2501, SD1, HOi
Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee and Committee Members:

I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued by
CPAs in the State of Hawaii are uniformly prepared in accordance with established professional
standards.

The benefits of mandatory peer review program will: (1) improve the quality of the financial
statements being prepared and issued by CPAs in the state of Hawaii; (2) enhance the
creditability and reliability of financial statements prepared and issued by CPAs in the State of
Hawaii; (3) most importantiy, better protect the unsuspecting public and users of such financial
statements, who incorrectly believe that all epAs participate in a peer review or practice
monitoring program to ensure that they comply with established professional standards; and (4)
place CPAs who prepare and issue flnancials statements in the State of Hawaii on an equal
playing field and enhance their competitiveness.

Hawaii is one of the few remaining 'states that do not have a peer review requirement (42 states
have adopted peer review legislation).

For the above reasons, I urge you to support mandatory peer reView for CPAs as it will proVide
the public WITh an improved level of assurance that CPA-prepared financial statements are
prepared pursuant to uniform professional standards and fulfill the public's expectations.

Firat Hi!lwa.IIBn Bank' ?1B1 K~I;:",,:ur1'l Av~nll,q. Hnnnllllu. ~l'l.WSlii A~R1". .,tl1A. fhh 1'01"1'I



(

MAR/24/201JIVIED :0:41 AM FAX 11o,

SEVEN·ELEVEn HAWAlIl INC.
7·ELEVEn Stores

p, 001/0Jl

(

(

House Committee on Finance

Friday, March 26, 2010
12:00 p,m.

Conference Room 308

Testimony in Support of 5B 2501, SD1 , HDi

Relating to Public Accountancy

Dear Chair, Vice-Chair and Committee Members:

I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued by
CPAs in the State of Hawaii are uniformly prepared in accordance with established professional
standards. Additionally, I support mandatory peer review, which has been mandatory since
1988 for a majority of practicing CPAs who prepare and issue financial statements in the State
of Hawaii and are members of the American Institute of Certified Public Accountants ("AICPA"),
as the current national debate is not whether peer review should be mandatory but should the
peer review findings be made transparent and disclosed to better inform and protect the public's
interest similar to the review results of the Public Company Oversight Accounting Board
("PCADB") created under the Sarbanes.Qxley Act for publiciy-held companies.

In tum, the benefits of mandatory peer review program will: (1) improve the quality of the
financial statements being prepared and issued by ePAs in the State of Hawaii; (2) enhance the
creditability and reliability of financial statements prepared and issued by ePAs in the State of
Hawaii; (3) most importantlY, better protect us, the unsuspecting public and users cif such
financial statements, who incorrectly believe that ali ePAs participate in a peer reView or
practice monitoring program 10 ensure that they comply with eslablished professional standards;
and (4) place ePAs who prepare and issue financials -statements in the State of Hawaii on an
equal playing field and enhance,their competitiveness.

--

For the above reasons, I urge you to support mandatory peer review for CPAs as it wiil provide
the pUblic with an improved level of assurance that CPA-prepared financial statements are
prepared pursuant to uniform professional standards and fulfili the public's expectations,

Sincer~}y,

1'/1 ""--
Greg Hanna
Chief FinanGial Officer

1755 NUUANU AVE.. 2ND rlOOI, • HONOlULU, 1-/1 %1l17·H'J] • (808) 526-1711 • fAX; 180m 52.1-511')0
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Before the House Committee on Finance

DATE:
TIME:
PLACE:

Friday, March 26, 2010
12:00 P.1L
Conference Room 308
State Capitol
415 South B~eta.ni.a. Street

In Support of SB 2501,S,

Relating to Public Accoun cy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory pliler review for CPAs wiU fulfill the public's ieC'latioDS and ensure that CPA­
prep.u-ed financial s'latements are prepared pursuant to miifj, rm professional standards.

The llI~ent proposed by opponents ofthis bill claims (ha' multistate firms inHawaii should
not be exempt. Those finns that audit publicly traded com*ames undergo a much more rigorous
peer review program through the Center for Audit Quality 'Ed Public Coro.pany Audit Oversight
Board (PCAOB). Multistate:fums are not exempt from thelprocess. All offices within a fum
must be included ill the scope ofthe peer review. I
The unsuspecth:l.g public deserves to know that a CPA finnls quality control policies and
procedures are in accordance with those professional standJu.ds prcmulgated by the accounting
profession and that the fum is complying with those policitk and procedures. .

1'1e8,.'le do the right tbi:ng to protect the public.

Thank you forthe portuo.i.ty to testifY.

G ub
2766A Manoa Road.
Honolulu, Hl96822

1001 IllSHN STREIT, SlIIl'~ 2680, HONOLULU, HI 96&13 "lEt (BOB) 531-5512. FAX (808) 440-0029

I
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Before the House Committee OJ Finance

DATE: Friday, March 26, 2010 I
lIME: 12:00 P.M. ,
PLACE: Conference Room 308 I

State Cap[tol
415 South Beretania Sb:el

In Support ofSB 2501, Sf1,I-IDl ,

"'-''" ''''",A'OOT
Chak Oshiro. Vice Chair Lee, and Committee Members: I
Mandatory peer review for CPAs will fulfill the public's e~ectatioD8 and ensme that CPA­
prepared financial statements arc prepared plllSuant to ll1li£~rmprofessional standards.

The argUment proposed by oppo.nents of1his bill claims th multistate :tirms in.Hawaii should
not be exempt. Those:firms that audit publicly tJ:aded com: aoies undergo a much more rigorous
peel review program through the Center for Audit Quality ~d Public Company Audit Oversight
Board (pCAO:B). Multistate firms lU'e 110t exempt from the process. All offices w:i.thi;n a firm
must be included in the scope ofilia peer review.

The uususpecting public deserves to know that a CPA fum s quality control policies lllld
procedures are in acco,dao.ce wJ.th those professional stan:Jfds promulgated by the accounting
profession and that the fum is complying with those polici s and p,ocedures.

Please do the :right thing to protect the public.

Thanlc you for the 0 ortunity to testify.

100111lSHOP STll.l>ET, SUlTI, 2680, HONOWLU, Hl 96813. EL (808) 531-5512. FAX (808) 440-0029
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Testimony on Bill 8.B. 2501, 8D1, HD1 Peer Review for Public Accountancy

Support the Intent

TO: The Honorable Chair Marcus R. Oshiro
The Honorable Vice Chair Marilyn B. Lee
Members of the Committee

I am Gary Fujitani, Executive Director of the Hawaii Bankers Association (HBA),
testifying on behalf of HBA in support of the intent of 8.B. 2501, 8D1, HD1.
HBA is the trade organization that represents all FDIC insured depository
institutions doing business in Hawaii.

8B 2501 is to provide a mechanism for firms engaged in the practice of public
accounting to undergo peer review on a regular basis. We understand the intent
of peer review is to enhance the quality of accounting, auditing and attestation
services performed by Certified Public Accountants (CPAs) in public practice.

Banks, as lenders to business, rely on financial statements audited by CPAs in
making loan decisions. Therefore, the reliability of the financial data presented for
a loan request is of paramount importance in making a proper loan analysis.

Our expectation is that CPA firms are qualified to express an independent and
expert opinion on the fairness offim:lncial statements, an important and valuable
service rendered by the public accounting profession.

If peer review helps to improve the quality and reliability of audited financial data,
it will aid us in making the appropriate loan decisions.

Thank you for the opportunity to provide our testimony
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Before the House of Representatives Committee on Finance
Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308
State Capitol

Re: Support for S8 2501, SD1, HD1
Relating to Public Accountancy

Testimony of Gregg M. Taketa

Chair Oshiro, Vice Chair Lee and committee members:

I respectfully ask that you vote YES on 5B 2501,501, H01. I am a partner in the CPA firm of
Taketa, Iwata, Hara & Associates, LLC in Hilo. I am also a member of the Hawaii Association of
Public Accountants, Hawaii Society of Certified Public Accountants (HSCPA) and the American
Institute of Certified Public Accountants (AICPA).

Our firm has been a member of the Private Companies Practice Section (PCPS) of the AICPA since
1989 and we completed our first on-site peer review (now known as a system review) in 1991. I am a
firm believer in the benefits of peer reviews as It provides a healthy exchange of information and ideas
between peer reviewer and the firm with the objective of continued improvement in attest work.

I support S8 2501, S01, HD1 because It addresses the main concerns regarding mandatory peer
review rather than relying on the rules to clarify issues.

• S8 2501, SD1, HD1 provides a level playing field as all CPA firms performing attest work in
Hawaii would be required to participate in the peer review process administered by the state
board of public accountancy.

• S8 2501, SD1, HD1 provides definitions for "peer review" and "attest" and clarifies the
definition of "firm".

• S8 2501, SD1, HD1 provides due process provisions for firms that may lose their right to
practice due to the peer review process.

• S8 2501, SD1, HD1 states that the peer review process shall be for educational or remedial
rather than punitive purposes. This setting wili foster a relationship between peer reviewer
and CPA firm that wiil encourage the exchange of information and ideas necessary for the
continued improvement of professional services.

I urge the committee to support SB 2501, SD1,HD1 for these reasons. Thank you for this opportunity
to testify.

Respectfully submitted,

A·A\~
Gregg UTaketa, CPA

Gregg M. Taketa, CPA • Brian M.lwata, CPA· Janet W. Hara, CPA
Tel (808) 935-5404 Fax (808) 969-1499 E-mail: info@tihcpa.com Website: www.tihcpa.com
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Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308

Testimony of Timothy Ng

In Support of 56 2501, SD1, HD1

Chair Oshiro. Vice~ChairLee and Committee Members:

I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued by
ePAs in the State of Hawaii are uniformly prepared in accordance with established professional
standards.

The benefits of mandatory peer review program will: (1) improve the quality of the financial
statements being prepared and issued by ePAs in the State of Hawaii: (2) enhance the
creditability and reliability of financial statements prepared and issued by ePAs in the State of
Hawaii: (3) most importantly. better protect the unsuspecting pUblic and USers of such financial
statements, who incorrectly believe that all ePAs participate in a peer review or practice
monitoring program to ensure that they comply with established professional standards; and (4)
place CPAs who prepare and issue financials statements in the State of Hawaii on an equal
playing field and enhance their competitiveness.

For the above reasons, I urge you to support mandatory peer review for ePAs as it will provide
the pUblic with an improved level of assurance that CPA-prepared financial statements are
prepared pursuant to uniform professional standards and fulfill the public's expectations.

Sincerely,

Timothy Ng
Founding Member
Sandalwood Aviation LLC

1034 Kilani Ave., #109. Wahiawa, HI 96786
(808) 224-1499 tim.ng2@gmaiI.Gom
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House Committee on Finance
Friday, March 26, 2010

12:00 p.m.
Conference Room 308

In SupportafSB 2501, S01, H01

Dear Chair, Vice.Chalr and Committee Members:

I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued by
CPAs In the State of HawaII are uniformly prepared in accordance with established professional
standards. Additionally, I support mandatory peer review, which has been mandatory since 1988 for
a majority of practicing CPAs who prepare and issue financiai statements in the State of Hawaii and
ars members of the American Institute of Certified Publtc Accountants ("AICPA"), as the current
national debate is not whether peer review shOuld be mandatory but should the peer review findings
be made transparent and disolosed to better inform and protect the publio's interest similar to the
review results of the public Company Oversight Accounting Board ("PCAOS") created under the
Sarbanes"Oxley Aclfor pUblicly-held companies.

In lurn, the benefits of mandatory peer review program wiil: (1) improve the quality of the financial
statements being prepared and issued by CPAs In the State of Hawaii; (2) enhance the creditability
and reliability of finanoiaI statements prepared and issued by CF'As in the State of Hawaii; (a) most
importantly, better protect us, the unsuspeoting publio and users of suoh financial statements. who
Incorrectly believe that ail CPAs participate In a peer review or practice monltortng program to
ensure that they oomply with established professional standards; and (4) place CPAs who prepare
and issue flnancials statements In the State of HawaII on an equal playing field and enhance their
competitiveness.

For the above reasons, I urge you to support mandatory peer review for CPAs as It will prOVide the
public with an improved level of assUranoe that CPA-prepared financial statements are prepared
pursuant to uniform professional standards and fulfill the public's expectations.

Sincerely,

Lanl Price
Controller
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Dear Chair Marcus R. Oshiro, Vice Chair Lee & Committee Members on Finance:

I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued by
CPAs in the State of Hawaii are uniformly prepared in accordance with established professional
standards.

The benefits of mandatory peer review program will: (1) improve the quality of the financial
statements being prepared and issued by CPAs in the State of Hawaii; (2) enhance the
creditability and reliability of financial statements prepared and issued by CPAs in the State of
Hawaii; (3) most importantly, provide a greater level of confidence to the public and users of
such financial statements, who currently, but incorrectly, believe that all CPAs participate in a
peer review process or practice monitoring program to ensure that those statements comply
with established professional standards.

Additionally, we are one of the few remaining states that have yet to enact a mandatory peer
review requirement for CPA's (42 states have a mandatory peer review requirement).

For these reasons, I urge you to support mandatory peer review for CPAs as it will provide the
public with an improved level of assurance that CPA-prepared financial statements are issued
pursuant to uniform professional standards, and most importantly fulfill the pUblic's expectations
and reliance thereon.

For the above reasons, I urge you to support mandatory peer review for CPAs, who perform
attest services, to include the suggested modifications.

Very truly yours,

------&--
Howard K. Kam, Jr., CPA
Managing Director
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Before the Committee on Finance

Friday, March 26, 2010 at 12:00 p.m.

. Conference Room 308

Re: Support for SB2501, SD1, HD1

Relating to Public Accountancy
. .

Testimony of ALAN·K. BERNALDO, CPA

Chair Oshiro, Vice Chair Lee, and committee members:

I am a practicing CPA whose practice is located on the island of MauL I have been in
practice for just about 30 years and have always voluntarily participated in the State's peer
review program.

SB2501, SD1, HD1 provides for mandatory peer review once every three years for a CPA
firm's attest work, in conjunction with the renewal of a CPA firm's permit to practice. I am in
favor of measures to improve the quality of the public accounting profession in Hawaii. I also
support the language of S82501, SD1, HD1 in that the requirements for peer review are
applied equitably to all CPA firms practicing public accountan'cy in Hawaii, including the
Hawaii offices and Hawaii engagements of the large international CPA firms (which are
usually not selected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of these
foreign or multi-state firms from 'peer review, only local firms would be at risk for losing their
firms' permit to practice and only loc.al firms would be required to take remedial measures. In
addition, exempttng the Hawaii offices and Hawaii engagements of the large CPA firms is not
in the best interest for Hawaii consumers who dependupon the Hawaii work product of CPA
firms who do business in Hawaii.

Thank you for your consideration of the above.

Respectfully submitted,

{fj!JfHJ1ltwJ
( Alan K. Bemaldo, CPA
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Before the Committee on Finance
Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308

Re: Support for 582501,501, H01
Relating to Public Accountancy

Testimony of GaryY. Miyashiro

Chair Oshiro, Vice Chair Lee, and committee members:

I am a CPA practicing in Hawaii with Manoa Consulting Group, LLC - Certified Public
Accountants, and our firm has been voluntarily peer reviewed for a number of years.

882501, 8D1, HD1 provides for mandatory peer review once every three years for a
CPA firm's attest work, in conjunction with the renewal of a CPA firm's permit to
practice. I am in favor of measures to improve the quality of the public accounting
profession in Hawaii. I also support the language of 882501, 8D1, HD1 in that the
requirements for peer review are applied equitably to all CPA firms practicing public
accountancy in Hawaii, including the Hawaii offices and Hawaii engagements of the
large international CPA firms (which are usually not selected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of these
foreign or multi-state firms from peer review, only local firms would be at risk for losing
their firms' permit to practice and only local firms would be required to take remedial
measures. In addition, exempting the Hawaii offices and Hawaii engagements of the
large CPA firms is not in the best interest for Hawaii consumers who depend upon the
Hawaii work product of CPA firms who do business in Hawaii.

Thank you for your consideration of the above.

Respectfully submitted,

Gary Y. Miyashiro, CPA

2733 EASTMANQA ROAD, HONOLULU, HAWAII 96822 • MAILING ADDRESS: P.O. BOX 62030, HONOLULU, HAWAII 96839
TELEPHONE: 808-988'5757 • FACSIMILE: 80S'988'5429
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Natalie J. Iwasa, CPA, Inc.
1331 Lunalilo Home Road

Honolulu, HI 96825
808-395-3233

DATE: March 24, 2010

TO: Representative Oshiro, Chair
Representative Lee, Vice Chair
Committee on Finance

HEARING DATE: Friday, March 26, 2010, 12 p.m.

SUBJECT: SB2501, SDl, HDI Relating to Public Accountancy - Additional Comments

Aloha Chair, Vice Chair and Members of the Committee,

Thank you for this opportunity to provide additional comments regarding this bill and its
related amendments.

Page 1, line 17, defines"attest" in part as "any compilation or review of a financial
statement ...." Under AlCPA ruIes, a firm is not required to be peer reviewed if the
highest level of service performed is compilations of management-use only financial
statements with no report. The current wording of this bill and its amendments would
require firms that currently are not required to have a peer review to be reviewed.
Consideration should be given to the impact this new requirement wouId have on firms
that only issue management-use only financial statements.

Page 3, line 9, indicates"An applicant for the initial issuance or renewal of a permit shall
have," continuing on line 20, "Undergone any applicable peer review process ...." The
due date of a firm's first peer review, under AlCPA rules, is ordinarily 18 months from the
date it enrolled in the peer review program or should have enrolled, whichever date is
earlier. Consideration shouId therefore be given to clarifying when a peer review is
required for initial permit applicants.

Sincerely,

Natalie Iwasa, CPA
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Ann Fukuhara, CPA MBA
An Accountancy Corp...o...,;;ro.;a..;;.;ti;.;.o..;;n;,.,..- ~:__~--

714 K."oelchuaAvenuc
. P.O. Box 6691

Hilo, Hawaii 96720
(808) 961-5532

FllCs;milc: (808) 934-8589

Before the Committee on Finance

Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308

Re: Support for 582501, SD1, HD1
Relating to Public Accountancy

Testimony of Ann Fukuhara CPA

Chair Oshiro, Vice Chair Le., and committee members:

I am a certified pUblic accountant in Hilo, Hawaii and have been In private practice for over fifteen
years.

882501, SD1, H01 provides for mandatory peer review Once every three years for a CPA firm's
attest work, in conjunction with the renewal of a CPA firm's permit.to practice. I am in favor of
measures to improve the quality of the pUblic acoountlng profession in Hawaii. I also support the
language of S82501, SD1; HD1 in that the requirements for peer review are applied equItably to .
all CPA firms practicing pUblic accountancy In Hawaii, including the Hawaii offices and Hawaii
engagements of the large Intematlonal CPA firms (which are usually not selected for peer
review).

If an exception is made to exempt the Hawan offices and Hawaii engagements of these foreign or
multi-slate firms from peer review, Hawaii firma exclusively would be at risk for losing their
firms' permit ID practice and only Hawaii firms would be required to take remedial measures.

In addition, exempting the Hawail offices and Hawaii engagements of the large CPA firms Is not
in the best interest for Hawaii consumers who depend upon the Hawaii work prodUct of CPA firms
who do business in Hawaii. .

Thank you for your consideration of the above matter and please do not hesitate to contact me at
(808) 981-5532 if you have any questions concemlng my testimony.

Very truly yours,

Ann Fukuhara, CPA MBA, An Aocountancy Corporation

Ann Fukuhara. CPA MBA
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FUSA"rO CPA JNC.
140 N. Market Street. Suit~ ZOO
Wailuku, Hawaii 96793·1732

(808) 242·9100
Fax (808) 244-1375

Before the Committee on Finance
Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308
Re: Support for SB2501, S01, HD1

Relating to Public Accountancy

Testimony of Ross Fusato

OearChair Oshiro, Vice Chair Lee, and committee members:

I am a CPA that started my own practice in 2009. My company on Maui employs
10 people and offers tax, bookkeeping and payroll services.

582501, S01, H01 provides for mandatory peer review once every three years
for a CPA firm's attest work, in conjunction with the renewal of a CPA firn1'S
permit to practice. J am in favor of measures to improve the quality of the public
accounting profession in Hawaii. I also support the language of 5B2501, 501,
HD1 in that the requirements for peer review are applied equitably to all CPA
firms practicing public accountancy in Hawaii, including the Hawaii offices and
Hawaii engagements of the large international CPA firms (which are usually not
selected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of
these foreign or multi-state firms from peer review, only local firms would be at
risk for losing their firms' permit to practice and only local firms would· be reqUired
to take remedial measures. In addition, exempting the Hawaii offices and Hawaii
engagements of the large CPA firms is not in the best interast for Hawaii
consumers who depend upon the Hawaii work product of CPA firms who do
business in Hawaii.

Thank you for your consideration of the above.

Respectfully submitted,

t:-~
Ross Fusato

l:0S998S808 : 01
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FUSATO CPA INC.
140 N. M.arket Street, Suite 200
Wailuku, Hawaii 96793.1732

(8U8) 242-9100
:Fo (808) 244-J375

Before the Committee on Finance
Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308
Re: Support for 582501, SD1, HD1

Relating to Public Accountancy

Testimony of Mindy Fusato

Dear Chair Oshiro, Vice Chair Lee, and committee members:

I ~m a CPA that started my own practice in 2009, My company on Maui employs
10 people and offers tax, bookkeeping and payroll services,

J-2501 , 501, H01 provides for mandatory peer review once every three years
::a CPA firm's attest work, In conjunction with the renewal of a CPA firm's
pbrmit to practice. J am in favor of measures to improve the quality of the public
af:counting profession in Hawaii. J also support the language of 582501, 501,
H01 in that the requirements for peer review are applied equitably to all CPA
fifn,s practicing pUblic accountancy in Hawaii, including the Hawaii offices and
Mawaii engagements of the large international CPA firms (which are usually not
s.lected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of
t ese foreign or multi-state firms from peer review, only local firms wOuld be at
ri k for losing their firms' permit to practice and only local firms would be required
t take remedial measures. In addition, exempting the Hawaii offices and Hawaii
epgagements of the large CPA firms is not in the best interest for Hawaii
c,nsumers who depend upon the Hawaii work product of CPA firms who do
b shiess in Hawaii.

Tank you for your consideration of the above.

R spectfully submitted,

Mindy F sat..4-b
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FUSATO CPA INC.
140 N. Market Street, Suite 200
Wailuku, Hawaii 96793·1732

(8U8) 242·9100
Fn (808) 244-1375

Before the Committee on Finance
Friday, March 26,2010 at 12:00 p.m.

Conference Room 308
Re: Support for S82501, 801, H01

Relating to Public Accountancy

Testimony of CAROL S. UHL, CPA

Dear Chair Oshiro, Vice Chair Lee, and committee members:

I am a CPA licensed to practice in the State of Hawaii for the past thirty years and have
worked for several local firms as well as one of the Big Four' I am currently employed
at a local CPA firm here on Maui.

882501, 501, H01 provides for mandatory peer review once every three years for a
CPA firm's attest work, in conjunction with the renewal of a CPA firm's permit to
practice. I am in favor of measures to improve the quality of the pUblic accounting
profession in Hawaii. I also support the language of 582501, 501, H01 in that the
requirements for peer review are applied. equitably to all CPA firms practicing pUblic
accountancy in Hawaii, including the Hawaii offices and Hawaii engagements of the
large international CPA firms (Which are usually not selected for peer review).

.If an exception is made to exempt the Hawaii offices and Hawaii engagements of these
foreign or multi·state firms from peer review, only local firms would be at risk for losing
their firms' permit to practice and only local firms would be required to take remedial
measures. In addition, exempting the Hawaii offices and Hawaii engagements of the
large CPA firms is not in the best interest for Hawaii consumers who depend upon the
Hawaii work product of CPA firms who do business in Hawaii.

Thank you for your consideration of this testimony.

Respectfuily submitted,

~,xI/?~
Carol 5 Uhl, CPA

•>£·d l0S998S808 : 0 1 SL£t t7b2 808 ~.-I"') NT I >-a-II.I '2 ~~n1.IT"""ollln I I ................ ....--- ~- _ ..
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BRAND, KARIMOTO & COMPANY LLC
CERTIFIED PUBLIC ACCOUNTANTS

Serving Hawaii Business Since 1973

Before the Committee on Finance

Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308

Re: Support for 582501, SD1, HD1

Relating to Public Accountancy

Testimony of Jean Wu

Chair Oshiro, Vice Chair Lee, and committee members:

1am a Certified Public Accountant and 8taff Accountant of Brand, Karimoto &
Company. Our firm has voluntarily been peer reviewed.

8B2501, 8D1. HD1 provides for mandatory peer review once every three years for a
CPA firm's attest work, in conjunction with the renewal of a CPA firm's permit to
practice. I am in favor of measures to improve the quality of the public accounting
profession in Hawaii. I also support the language of 8B2501, SD1, HD1 in that the
requirements for peer review are applied equitably to all CPA firms practicing public
accountancy in Hawaii, including the Hawaii offices and Hawaii engagements of the
large international CPA firms (which are usually not selected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of these
foreign or multi-state firms from peer review, only local firms would be at risk for losing
their firms' permit to practice and only local firms would be required to take remedial
measures. In addition, exempting the Hawaii offices and Hawaii engagements of the
large CPA firms is not in the best interest for Hawaii consumers who depend upon the
Hawaii work product of CPA firms who do business in Hawaii.

Thank you for your consideration of the above.

Respectfully submitted,

1221 Kapiolani Blvd., Suite 230. HonolUlu, HI 96814·3506 Telephone (808) 593·2533 Fax (808) 593-2535
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BRAND, KARIMOTO &COMPANY LLC
CERTIFIED PUBLIC ACCOUNTANTS

Serving Hawaii Business Since 1973

Before the Committee on Finance

Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308

Re: Support for 5B2501, 501, H01

Relating to Public Accountancy

Testimony of Wayne Karimoto

Chair Oshiro, Vice Chair Lee, and committee members:

I am a Certified Public Accountant and Principal of Brand, Karimoto & Company. Our
firm has voluntarily been peer reviewed.

8B2501, 801, H01 provides for mandatory peer review once every three years for a
CPA firm's attest work, in conjunction with the renewal of a CPA firm's permit to
practice. I am in favor of measures to improve the quality of the public accounting
profession in Hawaii. I also support the language of 882501, 801, H01 i'n that the
requirements for peer review are applied equitably to all CPA firms practicing public
accountancy in Hawaii, including the Hawaii offices and Hawaii engagements of the
large international CPA firms (which are usually not selected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of these
foreign or multi-state firms from peer review, only local firms would be at risk for losing
their firms' permit to practice and only local firms would be reqUired to take remedial
measures. In addition, exempting the Hawaii offices and Hawaii engagements 'of the
large CPA firms is not in the best interest for Hawaii consumers who depend upon the
Hawaii work product of CPA firms who do business in Hawaii.

Thank you for your consideration of the above.

Respectfully submitted,

// //
Id"#}C..U2£ ~--

/ '
Wayne Karimoto

1221 Kapiolani BlVd., Suite 230, Honoluiu, HI 96814-3506 Telephone (808) 593-2533 Fax (808) 593-2535



Mar 25 10 02:57p Brand Karimoto &Compan~ 5832535 p. 1

(

c

(

BRAND, KARIMOTO & COMPANY LLC
CERTIFIED PUBLIC ACCOUNTANTS

SelVing Hawaii Business Since 1973

Before the Committee on Finance

Friday, March 26, 2010 at 12:00 p.m.

Conference Room 308

Re: Support for 5B2501, 501, HD1

Relating to Public Accountancy

Testimony of Kent Ahuna

Chair Oshiro, Vice Chair Lee, and committee members:

I am a Certified Public Accountant and Senior Accountant of Brand, Karimoto &
Company. Our firm has voluntarily been peer reviewed.

S82501, SO 1, H01 provides for mandatory peer review once every three years for a
CPA firm's attest work, in conjunction with the renewal of a CPA firm's permit to
practice. I am in favor of measures to improve the quality of the public accounting
profession in Hawaii. I also support the language of S82501, SD1, HD1 in that the
requirements for peer review are applied equitably to all CPA firms practicing public
accountancy in Hawaii, including the Hawaii offices and Hawaii engagements of the
large intemational CPA firms (which are usually not selected for peer review).

If an exception is made to exempt the Hawaii offices and Hawaii engagements of these
foreign or multi-state firms from peer review, only local firms would be at risk for losing
theIr firms' permit to practice and only local firms would be required to take remedial
measures. In addition, exempting the Hawaii offices and Hawaii engagements of the
large CPA firms is not in the best interest for Hawaii consumers who depend upon the
Hawaii work product of CPA firms who do business in Hawaii.

Thank you for your consideration of the above.

Respectfully submitted,

1221 Kapiolani Blvd., Suite 230, Honolulu, HI 96814-3506 Telephone (808) 593-2533 Fax (808) 593-2535
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ROBERTS
Certified Public Accountants, A PI'O[essional Corporation

Before the Committee on Finance

Friday, March 26,2010 at 12:00 p.m,

Conference Room 308

Re: Support for 582501, SD1, HD1

Relating to Public Accountancy

Testimony of Marilyn M. Niwao, J.D., CPA

Chair Oshiro, Vice Chair Lee, and committee members:

I am a licensed certified public accountant (CPA) and attorney in the State of Hawaii. I am
also a principal of Niwao & Roberts, CPAs, a P.C., a CPA firm on Maui. Our firm has
voluntarily obtained on-site peer reviews from 1990, when it was first required for
membership in the AICPA.

Our firm supports 582501, 501, H01. S82501, SD1, HD1 provides for mandatory peer
review once every three years for a CPA firm's attest work, in conjunction with the renewal of
a CPA firm's permit to practice. I am in favor of measures to improve the quality of the public
accounting profession in Hawaii.

582501, 501, H01 provides that all firms, including the Hawaii offices and Hawaii
engagements of foreign or multistate firms, shall undergo peer review on the firm's
attest work. There shall be no exceptions from peer review for any firms performing
attest work in Hawaii. This means that if a foreign or multi-state CPA firm performs attest
work in Hawaii, the Hawaii peer review requirement cannot be met by having a mainland
office of the foreign or multi-state CPA firm peer reviewed.

Currently, Hawaii offices of the large international CPA firms are oftentimes not peer
reviewed because they are not picked in the sample of offices to be peer reviewed because
of their relatively small size compared to other mainland offices. However, in these cases,
the firm peer review should not be utilized to meet the Hawaii peer review requirement.
Otherwise, it is like saying that the health inspections of a mainland McDonald's restaurant in
New York should be utilized to exempt a Hawaii McDonald's restaurant from any Hawaii
health inspection requirement because both McDonald's restaurants are held to the same
standards by the franchisor.

2145 Wells Street, Suite 402, Wailuku, Hawaii 96793 • Telephone: (808) 242-4600 • Telefax: (808) 242-4607 • www.mauicpa.com

~
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Our firm supports 5B2501, 5D1 as long as there are no sUbstantive changes to the
language of the bill, and all firms performing attest work in Hawaii must undergo mandatory
peer review, with no exceptions.

Thank you for your consideration of the above.

Respectfully submitted,

~,~
Marilyn M. Niwao, J.D., CPA
President

Testimony of Marilyn M. Niwao, J.D., CPA on SB2S01, SD1, HDl

I



(

(

(

Ronald r. Heller
700 Bishop Street, Suite 1500

Honolulu, Hawaii 96813

phone 808 523 6000 fax 808 523 6001
rheller@torkildson.com

TESTIMONY BEFORE THE HOUSE COMMITTEE
ON FINANCE.

Re: Senate Bill 2501 SD 1, HD 1

Friday, March 26, 2010 at 12:00 pm
State Capitol, Conference Room 308

Agenda #3

Chair Oshiro, Vice-Chair Lee, and Members of the Committee:

My name is Ronald Heller. I am a practicing attorney, and also licensed as a Certified

Public Accountant. I support the general intent of Senate Bill 2501, and urge you to pass this

bill.

In order to obtain a CPA license in Hawaii, the applicant is required to satisfY snict

critelia regarding education and experience, and to pass an examination. Those rules exist to

make sure that anyone holding himself or herself out to the public as a CPA is qualified to

perfonn professional services. However, we can and should improve on that protection. The

existing rules focus on the initial licensing of a CPA. This bill would add a system tbr reviewing

the quality of a CPA's professional work on a continuing basis throughout his or her career.

Many CPAs already participate in peer-review programs on a voluntary basis.

Unfortunately, some do not. Typically, consumers are not aware of this, and do not know

whether they are receiving services from a CPA who has been through a peer review process.

1I54132.VI
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TESTIMONY OF RONALD I. HELLER
Re: Senate Bill 2501 SD I, HD 1

Friday, March 26,2010 a112:00 pm
Page 2 of2

Senate Bill 2501 would tie the peer review process to license renewal, to create a process

that lasts throughout a CPA's entire career. This would enhance professionalism and

competence, and improve protection for the public.

~~---
Ronal 1. Heller

(

(
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And rew Kamil<awa

94-553 Poloahilani Street
Mililani, Hi 96789

Before the House Committee on Finance

March 26, 2010

12 noon
Conferenoe Room 308

IN SUPPORT WITH AMENDMENT OF sa 2501, SD1, HD1

RelatIng to Public Accountancy

P.001/OJ1

Chair Dshiro, Vice Chair Lee. and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review
strengthens the quality of the audit and attest services provided by CPA firms, protecting those who
purcl1ase such services and those who use the financial statements I'esulting from suoh services.

Peer review also provides for continuous quality improvements as CPAs make changes to their
processes to improve the quality oftheir work.

Currently, over 30,000 CPA firms, including the four multlstate firms witl1 offioes in Hawaii.
participate in the American Institute of Certified Public Accountants peer review program (" AICPA
PRP"). The 45 states with mandatory peer review have determined that participation in the AICPA
PRP Is suffiCient to meet each state's specific requirement. Under the provisions of the AiCPA PRP,
all offices of a multlstate firm must be inclUded in the scope of tile firm's peer review. However,
because peer review is focused on high-lisk engagements, there is no requirement for every office of
a muitlstate firm to be Inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be
contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA
firms which are subject to peer review In multiple Jurisdictions. Currently. no state requires that a
peer review specifically address one or more of a firm's in-state offices as a condition of satisfying
the state's peer review program. In addition, this requirement would create a significant cost to and
burden on the State Board of Public Accountancy by requiring it to develop two peer review programs
- an office peer review program covering only the four multistate firms in Hawaii and a firm peer
review program coveringtl1e rest of the CPA firms in the state. This requirement shoUld not be a
condition of peer review in Hawaii.

Thank you for the opportunity to testify.



MAR/25/201J/THU :1: 16 AM FAX 110.

John Robert Field, CPA

1906 Halakau Place, Honolulu, HI 96821

Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF 5B 2501, 5Dl, HDl

Relating to Public Accountancy

P. DOl/OJ 1

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality ofthe audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvement'i as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PHP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to De

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compiiance burdens on CPA firms

which are subject to peer review in mUltiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. in addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to deveiop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program

covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.



Jennifer A. Isobe, CPA

337 Kealahou Street

Honolulu, Hawaii 9682S

Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

41S South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SOl, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also prOVides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently;over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program

covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.



Mona S. Medley

98-2016 Kipikua Street

Aiea, Hawaii 96701

Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SOl, HDl

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45
I

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope ofthe firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program

covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.



Holly Park

44-154 Nanamoana 5t.

Kaneohe, HI 96744

Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program



covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.
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Erin R. Okuno

98-980 Palula Way
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Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

41S South Bereta nia Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services prOVided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer revi.ew

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawairoffice of a multistate firm be inspected during a peer review would be·

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program



covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

("". review in Hawaii.
\

Thank you for the opportunity to testify.
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Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SOl, HDl '

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement ,for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer reviewwould be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program

covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

( review in Hawaii.



(_ Thank you for the opportunity to testify.
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Dina M.K. Miyahira
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Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members: .

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program



(
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covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.
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Lauren C. Sato, C.P.A.
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Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also prOVides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the prol(isions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program

covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.
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Thank you for the opportunity to testify.
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Danny P.C. Wong

5090 Likini Street # 603
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Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol
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IN SUPPORT WITH AMENDMENT OF SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope ofthe firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms In Hawaii and a firm peer review program
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covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.
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Grant Nakagawa

770 Luakaha St.

Honolulu, HI 96816

Before the House Committee on Finance

March 26th

12 noon

Conference Room 308

State Capitol

415 South Beretania Street

IN SUPPORT WITH AMENDMENT OF SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that it is important for Hawaii to have a mandatory peer review system. Peer review

strengthens the quality of the audit and attest services provided by CPA firms, protecting those who

purchase such services and those who use the financial statements resulting from such services. Peer

review also provides for continuous quality improvements as CPAs make changes to their processes to

improve the quality of their work.

Currently, over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in

the American Institute of Certified Public Accountants peer review program (" AICPA PRP"). The 45

states with mandatory peer review have determined that participation in the AICPA PRP is sufficient to

meet each state's specific requirement. Under the provisions of the AICPA PRP, all offices of a

multistate firm must be included in the scope of the firm's peer review. However, because peer review

is focused on high-risk engagements, there is no requirement for every office of a multistate firm to be

inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be

contrary to the risk-based AICPA PRP process, and would impose extra compliance burdens on CPA firms

which are subject to peer review in multiple jurisdictions. Currently, no state requires that a peer

review specifically address one or more of a firm's in-state offices as a condition of satisfying the state's

peer review program. In addition, this requirement would create a significant cost to and burden on the

State Board of Public Accountancy by requiring it to develop two peer review programs - an office peer

review program covering only the four multistate firms in Hawaii and a firm peer review program
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covering the rest of the CPA firms in the state. This requirement should not be a condition of peer

review in Hawaii.

Thank you for the opportunity to testify.
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Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that CPA­
prepared financial statements are prepared pursuant to uniform professional standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit pUblicly traded companies undergo a much
more rigorous peer review program through the Center for Audit Quality and Public Company
Audit Oversight Board (PCAOS). Multistate firms are not exempt from the process. All
offices within a firm must be included in the scope of the peer review.

The unsuspecting pUblic deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Please do the right thingto protect the public.

Thank you for the opportunity to testify.
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Conference Room 308

In Support of SB 2501, SD1, HD1

Relating to Public Accountancy
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Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCADB), Multistate firms are not exempt from
the process, All offices within a firm must be included in the scope of the peer review.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promUlgated by the
accounting profession and that the firm is complying with those policies and procedures.

Please do the right thing to protect the public.

Thank you for the opportunity to testify.
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House Committee on Finance
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Conference Room 308

Testimony of J. Misa Sadoyama

In Support of SB 2501, 8D1, HD1

Relating to Public Accountancy

P,00110J1

Dear Chair Oshiro, Vice-Chair Lee and Committee Members:

( Mandatory peer review for GPAs will fulfill the public's expectations and ensure that CPA-
'- prepared financial statements are prepared pursuant to uniform professional standards,

The argument proposed by opponents of this bill claims that multistate firms in Hawaii should
not be exempt. Those firms that audit pUblicly traded companies undergo a much more
rigorous peer review program through the Center for Audit Quality and Public Company Audit
Oversight Board (PCAOB). Multlstatefirms are not exempt from the process. All offices Within
a firm must be included in the scope ofthe peer review,

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures.

Please do the right thing to protect the pUblic.

Thank you for the opportunity to testify.
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Conference Room 308
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Relating to Public Accountancy

P.001/OJI

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

(
~. The argument proposed by opponents of this bill claims that multistate firms in Hawaii

should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOB). Multistate firms are not exempt from
the process. All offices within a firm must be inclUded in the scope of the peer review.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance With those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Please do the right thing to protect the public.

Thank you for the opportunity to testify.
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Relating to Public Accountancy

P.001/OJl
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Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOS). Multistate firms are not exempt from
the process. All offices within a firm must be included in the scope of the peer review.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Please do the right thing to protect the public.

Thank you for the opportunity to testify.
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Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards,

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a

, much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOS). Multistate firms are not exempt from
the process. All offices within a firm must be included in the scope of the peer review.. ,

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Please do the right thing to protect the public.

Thank you for the opportunity to testify.
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Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer reView for CPAs will fulfill the pubiic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOB). Muitistate firms are not exempt from
the process. All offices within a firm must be included in the scope of the peer review.

The unsuspecting public deserves to know that a CPA firm's quaiity control policies and
procedures are in accordance with those professional standards promUlgated by the
accounting profession and that the firm is compiying with those policies and procedures.

Please do the right thing to protect the public.

Thank you for the opportunity to testify.
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In Support of SB 2501, SD1, HD1 - With Amendment

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
.," CPA-prepared financial statements are prepared pursuant to uniform professional
"\ __ . standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOB). Currently, muitistate firms are not
exempt from the peer review process. All offices within a firm must be included in the
scope of the peer review as defined in the Uniform Accountancy Act.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, SD1, HD1 - With Amendment

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms tha\audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
PUblic Company Audit Oversight Board (PCAOB), Currently, multistate firms are not
exempt from the peer review process. All offices within a firm must be included in the
scope of the peer review as defined in the Uniform Accountancy Act.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, SD1, HD1 - With Amendment

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOS). Multistate firms are not exempt from
the peer review process. All offices within a firm must be included in the scope of the
peer review.

The unsuspecting pUblic deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, SD1, HD1 - With Amendment

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
I CPA-prepared financial statements are prepared pursuant to uniform professional
"-.. standards.

The argument proposed by opponents of this bill ciaims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOB). Multistate firms are not exempt from
the peer review process. All offices within a firm must be included in the scope of the
peer review.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, S01, H01 - With Clarification

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer rl'lview for ePAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The concerns argued with this bill relate to equity and to level the playing field for all
firms by having mullistate firms in Hawaii included. Those firms that audit publicly
traded companies undergo a much more rigorous peer review program through the
Center for Audit Quality and Public Company Audit Oversight Board (PCAOS).
Multistate firms are not exempt from the process. All offices within a firm must be
included in the scope of the peer review. They are not exempt.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, SD1, HD1 - With Amendment

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs wili fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professionai
standards.

The argument proposed by opponents of this bill claims that multistate firms in Hawaii
should not be exempt. Those firms that audit publicly traded companies undergo a
much more rigorous peer review program through the Center for Audit Quality and
Public Company Audit Oversight Board (PCAOB). Multistate firms are not exempt from
the peer review process. All offices within a firm must be included in the scope of the
peer review.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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p, 001

In Support of SB 2501, SD1, HD1 - With Clarification

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are in accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, SOl, HOt - With Clarification

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that CPA­
.prepared financial statements are prepared pursuant to uniform professional standards.

The concerns argued with this bill relate to equity and leveling the playing field for all firms
by having multistate firms in Hawaii included. Those firms that audit pUblicly traded
companies undergo a much more rigorous peer review program through the Center for
Audit Quality and Public Company Audit Oversight Board (PCAOB). Multistate firms are
not exempt from the process. All offices within a firm must be included in the scope of
the peer review. They are not exempt.

The unsuspecting public deserves to know that a CPA firm's quality control policies and
procedures are In accordance with those professional standards promulgated by the
accounting profession and that the firm is complying with those policies and procedures.

Thank you for the opportunity to testify.
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In Support of SB 2501, S01, HOi - With Clarification

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relate to exempting multistate/intemational firms. They are
not exempt. Those firms that audit pUblicly traded companies are required to undergo a
much more rigorous peer review program through the Center for Audit Quality, the
National Peer Review Committee, and the Public Company Audit Oversight Board
(PCAOS). All offices within a firm must be included in the scope of the peer review.

To level the playing field, the law should then require that all CPA firms in Hawaii be
required to submit evidence of peer review, and if the firm received a substandard
report, the Hawaii Board of Public Accountancy may take such correction action.

Thank you for the opportunity to testify.
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In Support of SB 2501, SD1, HD1 - With Clarification

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for ePAs will fulfill the public'S expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relate to exempting multistate/international firms. They are
not exempt. Those firms that audit publicly traded companies are required to undergo a
much more rigorous peer review prograrn through the Center for Audit Quality, the
National Peer Review Committee, and the Public Company Audit Oversight Board
(PCAOB). All offices within a firm must be included in the scope of the peer review.

To level the playing field, the law should then require that all CPA firms in Hawaii be
required to submit evidence of peer review, and if the firm received a substandard
report, the Hawaii Board of Public Accountancy may take such correction action.

Thank you for the opportunity to testify.



(-

TO: 8085866001

Ross Murakami
1848 St. Louis Drive
Honolulu, HI 96816

Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308

P.l'l

In Support (With Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments this bill relates to leveling the playing field to all firms especially
mullislate firms. All of the multislate firms with physical offices in Hawaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Cenler for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of.
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cosl and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promUlgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity 10 testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:
,

Mandatory peer review for CPAs will fulfill1he public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistatefirms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for mullistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles, Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA·s.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles, Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures, Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public; Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review,

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bili relates to leveling the playing field to all finns especially
multistate firms. All of the multistate f1nns with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices.
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The publiC deserves to know that a CPA firm's quality controi policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

.Mandatory peer review for ePAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate finns. All of the multistate firms with physical offices in Hawaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Aud~ Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the mullistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA finn's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's. '

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multisfate firms with physical offices in Hawaii audit pubiicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for mullistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore' .
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promUlgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (With Modification) of SB 2501, SD1, HDi

Relating to Public Accountancy

Chair Oshiro. Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards,

The arguments of this bill relates to leveling the playing field to all firms especially
muitistate firms. All of the multistate firms with physical offices in Hawaii audit publiciy
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(peAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multislate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The pUblic deserves to know that a CPA firm's quality control poiicies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those poiicies and procedures. Without
mandatory peer reView, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. ReqUire mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank youfor the opportunity to testify.
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In Support (With Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

C The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms, All of the multistate firms with physical offices in Hawaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB), The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multlstate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relaling to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub·standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

('

{,. The arguments of this bill relates to leveling the playing field to ali firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program

. thro'ugh the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New Yor\( or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promUlgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of 56 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional

," standards.
1\

·c

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii oniy.

The public deseNes to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's,

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, S01, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOS). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly. the Hawaii offices of
the multistate fimns are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially SUb-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public, Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501 J SDi, HDi

Relating to Public Accountancy

Chair Oshiro. Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standardS.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they shOUld be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The publiC deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninfOffi'led or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professionalC standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hm'Jaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates'to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large Ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members;

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards,

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles, Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additiOnal peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promUlgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. ReqUire mandatory peer review.

Thank you for the opportunity to testify.

c/
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

(
'- The arguments of this bill relates to leveling the playing field to all firms especially

multistate finns. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB), The peer review process for multistatefinns encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's,

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and PUblic Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer reView process and therefore
they should be exempt from incurring the additionai cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's Quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the pUblic is exposed to potentially SUb-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuantto uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(peAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA·s. ~

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatary peer review for CPAs will fulfm the public's expectations and enSure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

( The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with pl1ysical offices in Hawaii audit publicly
traded companies and therefore undergo a much mare rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses all of their offices.
not just the large ones like New York or Las Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer reView process and therefore
they should be exempt from incurring the additional cast and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatary peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank. you for the opportunity to testify.

(,
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In Support (with Modification) of SB 2501, S01, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this biil relates to leveling the playing field to ail firms especiaily
multistate firms. All of the multistate firms with physical offices in Hawaii audit pUblicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB). The peer review process for multistate firms encompasses ail of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promUlgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentiaily sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public, Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of SB 2501, SQ1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the public's expectations and ensure that
CPA-prepared financial statements are prepared pursuantto uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(peAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the mullistate firms are included in the scope of their peer review process and therefore
they should be exempt from Incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promUlgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard aUdits by
uninformed or incompetent CPA's.

Piease do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.
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In Support (with Modification) of 582501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(peAOB). The peer review process for mullistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from Incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer reView.

Thank. you for the opportunity to testify.
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In Support (with Modification) of S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards.

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audit publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(PCAOB).; The peer review process for mUltistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly. the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promuIgated by the accounting
profession and that the finn is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public. Require mandatory peer review.

Thank you for the opportunity to testify.



c

(
".

(

Elias Beniga
1003 Bishop Street Suite 2800

Honolulu, HI 96813

Before the House Committee on Finance
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Conference Room 308

In Support (with Modification) of S8 2501, SD1, HD1.

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

Mandatory peer review for CPAs will fulfill the pUblic's expectations and ensure that
CPA-prepared financial statements are prepared pursuant to uniform professional
standards,

The arguments of this bill relates to leveling the playing field to all firms especially
multistate firms. All of the multistate firms with physical offices in Hawaii audi1 publicly
traded companies and therefore undergo a much more rigorous peer review program
through the Center for Audit Quality and Public Company Audit Oversight Board
(peAOB). The peer review process for multistate firms encompasses all of their offices,
not just the large ones like New York or Los Angeles. Accordingly, the Hawaii offices of
the multistate firms are included in the scope of their peer review process and therefore
they should be exempt from incurring the additional cost and burden of conducting an
additional peer review for Hawaii only.

The public deserves to know that a CPA firm's quality control policies and procedures
are in accordance with those professional standards promulgated by the accounting
profession and that the firm is complying with those policies and procedures. Without
mandatory peer review, the public is exposed to potentially sub-standard audits by
uninformed or incompetent CPA's.

Please do the right thing to protect the public, Require mandatory peer review.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

C The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

(

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of. the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

(: For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice. '

(

~ .' The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.

While we support most of the concepts in this Bill, we urge you to amend Section 5 on page 5,
line 22 through page 6, line 1 by deleting the phrase "including the Hawaii offices and Hawaii
engagements of foreign or multistate firms." A full understanding of how the peer review
process works will support this amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.

Some have stated that the phrase in Section 5 of this Bill is necessary because "multistate firms
in Hawaii should not be exempt from peer review." In fact, multistate firms in Hawaii are NOT
exempt from the peer review process or other regulatory oversight and testing. The multistate
firms in Hawaii are included in the multistate firms' peer review process.

(
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A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peerreview program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii pUblic. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Conference Room 308
State Capitol.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, 'and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.

While we support most of the concepts in this Bill, we urge you to amend Section 5 on page 5,
line 22 through page 6, line 1 by deleting the phrase "including the Hawaii offices and Hawaii
engagements of foreign or multistate firms." A full understanding of how the peer review
process works will support this amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, .or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.

Some have stated that the phrase in Section 5 of this Bill is necessary because "multistate firms
in Hawaii should not be exempt from peer review." In fact, multistate firms in Hawaii are NOT
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exempt from the peer review process or other regulatory oversight and testing. The multistate
firms in Hawaii are included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the mUltistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually /
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the.four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements offoreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office 9Y office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer re.view of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.
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A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of

(i peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.



( Terri Fujii
919 Kahena Street

Honolulu, Hawaii 96825

Before the House Committee on Finance
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415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

C The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A fUll understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level. Mandating peer review of a local office as
proposed in this Bill would do little to evaluate the design, or in most instances, the compliance
with many elements of the system of quality control and, therefore, would not serve to increase
public protection.



(
\ Some have stated that the phrase in Section 5 of this Bill is necessary because "multistate firms

in Hawaii should not be exempt from peer review." In fact, multistate firms in Hawaii are NOT
exempt from the peer review process or other regulatory oversight and testing. Multistate firms
undergo three robust quality control review processes, including peer review.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internai inspection
process of the multistate firms is subject to oversight and testing annually by the Public
Company Accounting Oversight Board (PCAOB) and triennially by the firm conducting the peer
review. The results of this oversight and testing of the firm's internal inspection program are
taken into consideration in the two additional quality control reviews undergone by each
multistate firm as conducted by the PCAOB and the peer reviewer under the AICPA peer review .
standards.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

(
Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as .

. proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Friday, March 26, 2010
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Conference Room 308
State Capitol

415 South Barelania Street

IN QUALiflEO SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501. 501, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair lee, and Committee Members:

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level bullnstead at the region or firm level. This ensures that the
quality controls are con8i8tent offICe by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances. the compliance with many elements ot the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in section 5 of this Bill is necessary because "multistate firms In Hawaii should not be
exempt from peer review." In fact, mullistate firms in Hawaii are NOT exempt from the peer
rel/iew process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.
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A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30.000 CPA firms, including the four multistale firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offICeS of a
firm, inclUding Hawaii officell, are included in the scope of a firm's peer review.

Peer review in Hawaii. should be based on the AICPA's peer review program. which is a well­
established and accepted peer review program. No slate requires office-specific peer review as
propolled in this Bill because that is inconsietent with the AICPA's peer review program.

Hawaii should not be different from other lItates when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not el(ist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office~pecific peer review should not be a condition of peer review in
HawaiI. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Before the House Committee on Finance

Friday, March 26,2010
12:00 p.m.

Conference Room 308
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AME.'NDMENT TO S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The 90,,1 of peer review is to promote qu,,'ity in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPAfirms will serve the public's interest While we support most of
the concepts In this Bill, we urge you to amend Seelion 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "InclUding the Hawaii offices and Hawaii engagements of foreign or
multislate firms.' A full understanding of how the peer review process' works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 ofthis Bill is necessary because 'mullistate firms in Hawaii should not be
elCempt from peer review.· In faet, mullistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The mullistate firms in Hawaii are
inclUded in the multistate firms' peer review process.
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A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board.(PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the Inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA finns, including the four mullistate firms with offices in HawaII, participate in
the American Institute of Certified Public Accountants (AICPA) peer reView program. All 47
states with mandatory peer review use the A1CPA peer review program to meet their state's
specific requirement. Under the provisions of \he AICPA's peer review program, all offices of a
finn, including HawaII offices, are incklded in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires offiee-specilic peer review as
proposed in this Bill because that is inconsistent with the A1CPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other stale. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in ec:idition to the already existing AICPA peer review program.

For the above reasons, an office-specifIC peer review shOUld not be a condttion of peer review in
.Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are In accordance With professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "Including the Hawalf offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In faci, multistate finns in Hawaii are NOT exempt from fhe peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.
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A key element of every multistate firm's system of quality control is the internal inspection .
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures. performed at the engagement and firm level that are
annually performed by the PeAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review. .

Peer review in Hawaii should be based on the AICPA's peer review program, which is a weil­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Biil because that is inconsistent with the AICPA's peer review program.

Hawaii Should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
wouid need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer .review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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State Capitol
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

. Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy

C. firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is Why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "mullistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The muitistate firms in Hawaii are
included in the multistate firms' peer review process.



( A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Ac.countancy
would need to retain a third party to create and manage an entirely new system of peer reviewC. . in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.



C' Michael Ching
1583 Laukahi Street

Honolulu, Hawaii 96821

Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

(

The purpose of this Bill is to require peer review as a condition of certified pUblic accountancy
C_ firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services prOVided
by CPA firms (and indiViduals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
inCluded in the multistate firms' peer review process.
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( A key element of every multistate firm's system of quality control is the intemal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program, All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review."

. Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review

C_ in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to reqUire peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
.intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The mullistate firms in Hawaii are
included in the multistate firms' peer review process.



( A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are

-annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review. -

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review

( in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is Why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.



(-- A key element of every multistate firm's system of quality control is the internal inspection.
\. process, which includes engagements specific to the Hawaii offices. The internal inspection

process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review

. in addition to the already existing AICPA peer review program.
(
.,~

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Charie Wicklund
91-1077 Hoomaliu Street

Kapolei, Hawaii 96707

Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308
State. Capitol

415 South Bere.tania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee; and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment. .

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.
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( , A key element of every multistate firm's system of quality control is the internal inspection
, process, which includes engagements specific to the Hawaii offices, The internal inspection

process and the corresponding results of the mullistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review, This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms,

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific reqUirement. Under the prOVisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review,

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program, No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program,

c

Hawaii should not be different from other states when it comes to peer review, There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state, Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public, The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already, existing AICPA peer review program,

For the above reasons, an office-specific peer review should not be a condition of peer review in
HawaiI, This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Grayson Nose
1212 Punahou Street, #2604

Honolulu, Hawaii 96826

Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.



( A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other'states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer reviewC in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified pUblic accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and indiViduals) The public deserves to knowthat the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the conl;:epts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "inclUding the Hawaii offices and Hawaii engagements of foreign or
multistate firms: A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a mullistate firm are not
established ai the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm... That is why peer review is

. intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.
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( A key element of every multistate firm's system of quality control is the internal inspection

process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy

. would need to retain a third party to create and manage an entirely new system of peer review
, in addition to the already existing AICPA peer review program.

(

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

. IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services prOVided
by CPA firms (and indiViduals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and thai each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.
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A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Jason Nagai
92615th Avenue

Honolulu, Hawaii 96816

Before the House Committee on Finance

Friday, March 26,2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to krlOw that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. "the multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AI CPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on·the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified pUblic accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.



(. process and the corresponding results of the multistate firms is subject to oversight and testing
" annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the

firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

c
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Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Nathan Lee
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Before the House Committee on Finance

Friday, March 26, 2010
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State Capitol
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified pUblic accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The pUblic deserves to kno~ that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is c.omplying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

"Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.



process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii pUblic. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer review as a condition of certified public accountancy
firm permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest. While we support most of
the concepts in this Bill,. we urge you to amend Section 5 on page 5, line 22 through page 6, line
1 by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm.. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The mUltistate firms in Hawaii are
included in the multistate firms' peer review process.



process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in .
addition to the inspection procedures performed at the engagement and firm level that are
annually performed by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (A/CPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program, which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the A/CPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary, yet
significant expense to and burden on the Hawaii public. The State Board of Public Accountancy
would need to retain a third party to create and manage an entirely new system of peer review
in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review in
Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENCMENT TO SB 2501, SD', HD1

Relating to Public Accountancy

Chair Oshiro, Vice Crail' Lee, and Committee Members:

The purpose of this 8ill is to require peer reviews as a condition 0' certified public accountarcy
permits to practice

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control polic:es and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and p'ocedures.

Mandatory peer review for CPA f".ms w II serve the public's interest.While we support most of the
concepts in this Bil<, we urge you to amend Section 5 on page 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign oc
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level out instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality cO'ltrol at the firm level and not at each specific office within the
firm. Mandating peer review Df a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control arid, therefore, would not serve to increase public protection.Some have stated thaI the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multis:ate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testng. The mullistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of everl multistate firm's system of quality control is the internal inspectio'l
process, whicll includes engageme1ts specific to the Hawaii cffices. The internal inspection
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process and the correspanding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB ane triennially by peer review for mullistate firms.

Over 30,OO(jCPA firms, il'eluding tile four muilistate firms wit1 offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer ,eview in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this 8ill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other stales when it comes to peer review. There is no
evidence of unique probl2ms in Haw3ii which justifies creatlllg a n2W system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden or the Hawaii public. The State Board of PJblic
Accourtancy would need to retain a third party to create ana manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

( For the above reasons, an office-specific peer review should not be a condition of peer ieview
ir Hawaii. This is why this Bill should be amended to deiete this requirement in Seclion 5.

Thank you for :he opportunity to testify.

c
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO S8 2501, SD1. HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote qual ty in the accounting and auditing services Drovlded
by CPA firms (and indiViduals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review For CPA firms will serve the pUbl c's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of qual:ty control of a rrultistate firm are not
established at the local o'fice level but instead at the region or firm level. This ensures that the
quality controls are c01sistent office by office throughout the firm. That is wry peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances. the compliance with Many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill IS necessary because "mu tistate firms i1 Hawaii should not be
exempt from peer review." In fact. multistate firms in Hawaii are NOT exempt from the peer
review process or ether regulatory oversight and testing. The multistate firms in Hawaii are
included in the rnultistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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c process and the corresponding results of the mullistate firrls is subject to oversight and testing
annually by the PUblic Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspectior program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate finns.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American InstiUte of Certified Public Accountants (AICPA) peer review program. All L 7
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of tile AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer reviow program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AlepA's peer review program.

Hawaii should not be different from other states when It comes to peer review. There is no
evidence of unicue problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary.
yet significant expense to and burden on the Hawaii pubiic. The State Board of Pubiic
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addi:ion to the already existing AICPA peer review program.

C For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testiiy.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a co."ldition of certified public accountancy
permits to practice.

( The goal of peer review is to promote quality in the accounting and auditing services provided
'- by CPA firms (and indiViduals). The pUblic deserves to know that the quality control policies and

p'ocedures of every CPA finn are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we Lrge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A fU'1 underslanding of how the peer review process works will support this
amendment.

Virtually all of the I<ey elements of the system of quality control of a multistate firm are not
established at t1~e local office level but instead at the region or firm level. This ensures that tre
quality controls are consistent office by office throughout :he firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection, Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt frcm peer review," In fact, multistate "irms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and test<ng. The rnultistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which inciudes engagements specific to the Hawaii cffices. The internal inspection

(
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c' process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm leve' that are annually
performed both by the PCAOB and triennially by peer review for multistate finns.

Over 30,000 CPA firms, including the four multistate firms with o:fices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 4/

states with mandatory peer review use the AiCPA peer review program to meet their state's
specific requirement. Under" the provisions of the AICPA's peer review program. all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based 01 the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peel' review program.

Hawaii should not be different from other stetes when it comes to peer review. There is no
evidence of unique probiems in Hawaii w1ich justifies creating a new system of peer review
which does no, exist in any other st3le. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of ?ubl:c
Accountancy would need to reta.n a third party to create and manage an entirely new system of
peer review in addition to the already existing A/CPA peer review program.

C_ For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(



·03/25/2010 15:49 FAX

(, Victoria J. Viiiafuerte
1132 Bishop Street, Suite 1200

Honoluiu, Hi 96813

Before the House Commitee or Finance

Friday, March 26, 2010
12:00 p.m..

Conference Room 308
State Capitol

415 South 6eretania Street

I4J 003/004

c

IN QUALIFIED SUPPORT OF AND PROPOSiNG A'J AMENDMENT TO S6 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Comrritlee Members:

The purpose of this Biii is to require peer reviews as a condition af certified public accountancy
permits to practice.

The goal of peer review is to promote quality n the accounting a1d auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA finrr are in accordance with professional standards and that each firm
is complying with those policies and ;')rocedures.

Mandatory peer review fer CPA firms will serve the publlc's interest.While we support most of the
concepts in this Biii, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A fuii understanding of how the peer review process works will support this
amendment.

Virtuaiiy aii of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistem office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at eacn specific office within the
firm. Mandating peer review of a local office as proposed in this Biii would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, wOLld 'lot serve to increase public protecton.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms i'l Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer mview process.

A key element of every rrultistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms IS subject to oversight and testing
annually by the Public Company f\ccounting Oversigh, Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and fin." level that are annually
performed both by the PCAOB ard triennially by peer review for multistate firms.

Over 30,000 CPA firrr,s, including the four multistate firms with offices in Hawaii, participate i1
the American Institute of Certified Public Accountants (AICPA) peer review program. AI147
states with mandabry peer review use the /,ICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program. all offices of a
firm, inclUding Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state reqL:ires office-specific peer review as
proposed ;n this Biil because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does no: exist in any other state. Such a requirer.lent would result in an unnecessary,
yet significant expense to and burden on the Hawaii pUblic. The Staie Board of PubFc
Accountancy wculd need to reta;n a third party to create and manage an entirely new system of
peer review in add ilion to the already existing AICPA peer review program.

("
(
" For the above reasons, an office-specific peer review should not be a condition of peer review

in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition 01 certified public accountancy
permits to practice.

(. The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Viliually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughoutthe firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

(
A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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(. process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
scates with mandatory peer review use the AICPA peer review program to 'meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement wouid result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

( For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.



03/25/2010 16:59 FAX

( Monica Tse
1132 Bishop Street, Suite 1200

Honolulu, HI 96813

Before the House Committee on Finance

Friday, March 26,2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

I1!:oJV.L.1.1 VVU

c/

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bili is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interestVVhile we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multlstate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a muitistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the fimr. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bili would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every muitistate firm'S system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AI CPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a weli­
established and accepted peer review program. No state requil-es office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it oomes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state_ Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entireiy new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify_
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

Cj' The goal of peer review is to promote quality In the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
Is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the mullistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection,
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c process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies 'creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

C. . For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. Tilis is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING A\J AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee. and Committee Members:

The plJrpOSe of this Bill is to require peer reviews as a condition of certified pL,blic accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality controi policies and
procedures cf every CPA ~irm are in accordance with professional stanoards and that each firm

is complying with those policies and.procedures.

Mandatory peer review for CPA finns will serve tre public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firrr. That is Why peer review is
intended to evaluate quality control at the firm level and not at each specific office within tne
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore. would no; serve tc increase pUblic protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are f\OT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every muttistate firm's system of quality control is the internal inspect,on
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corrGsponding results of the 'l1ultistate firms is subject to oversight and testing
annually by the f"ubllc Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of t~e firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB. and trienrially by peer review for multistate firms.

Over 30,000 CI"A firms, including tile four 7lultistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (A/CPA) peer review program. All 4'1
states with mandatory peer review use the AICPA peer review program to meet their stale's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well ..
established and accepted peer review program. No state requires office-specific peer review as
proposed n this [lill because that is inconsistent with the AICPA's peer review orogram.

Hawaii should not be different from other states when it comes to peel' review. There is no
evidence of unicue problems in Hawaii which justifies creating a new system of peer review
which ooes not exist in any other state. Such a requirement woule result in an unnecessary,
yet significant expense to and burden on tlle.Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create ar.d manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

C: For the above reasons, an office-specific peer review should not be a condition of peer review
ir Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified pUblic accountancy

permits to practice,

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA finns (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is compiying with those policies and procedures,

Manda:ory peer review for CPA firms will serve the pUblic's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 6, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the finn level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that tne
phrase in Section 6 of this Bill is necessaiY because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate finns in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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c process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based 011 the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii whicn justifies creating a new system of peer review
which does not exist in any other state, Such a requirement would result in an umecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

(. For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's tnterest.While we support most of the
concepts in this Bili, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deieting the phrase "including the Hawaii offices and Hawaii engagements of foreign 0"

multistate firms." A full underslanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The muitistate firms in Hawaii are
induded in the multistate firms' peer review process.

A key element of ever; multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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(- process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm levei that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, ineiuding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
soecific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are includec! in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which c!oes not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

( For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, S01, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

(

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quaiity control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspectionC_ process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and tile corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
finn conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPApeer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii ofkes, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any- other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this reqUirement in Section 5.

. Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD~

Relating to Public Accountancy

Chair Oshiro, \llce C~air Lee, and Committee Members:

The purpose of this Bill is 10 require peer reviews as a condition of certified public accountancy

permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA 'inns (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with profeSSional standards and that each firm
is complying with those policies and procedures.

Mane/atory peer review for CPA firms Will serve the public's interesl.While we support most of the
concepts in this Bili, we urge you to amend Section 5 on oage 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment. .

Virtually all of the key elements of the system of quality control of a mLltistate firm are not
establislled at the local office level t:>ut instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intenced to evaluate quality control at the firm level and nol at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "mullistate firms in Hawaii should not be
exempt from peer review." In fact, multis!ate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the mullistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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c process and the corresponding results of the multistate firms IS sUbject to oversight and testhg
amually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annualiy
performed both by the PCAOB and triennially by peer review for multistate finns.

Over 30,000 CPA firms, :ncluding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants ~AICPA) peer review program. All 47
states with mandatory peer I'eview use the (,ICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, inclUding Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the A;CPA's peer review program which is a IVell­
established and accepted peer review program. No state reqGires office-specific peer review as
proposed in th,s Bill because that is inconsistent with the AICPA's peer review program.

i

Hawaii should not be different from other states W'len it comes to peer review. There is riO

evidence of cnique problems in Hawaii whiCh justifies creatinG a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and bUi'cen on the Hawaii public. The State Board of Public
Accountancy woulc need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

(
'. For the above reasons. an office-specific peer review should 'lot be a condition of peer review

ill Hawaii. ThiS is why this Bill should be amended to delete this requirement in Section 5.

Thanl~ you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING A\i AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a cOf1dition of certified public accountancy
permits to practice.

( The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deseNes to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatmy peer review for CPA firms will serve tre pUblic's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
mUltistate firms." A full understanding of how the peer review process works will support this
amendment.

( ,

Virtually all of ihe key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at e3ch specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do lillie to evaluate
the design. or in most instances, the compliance with many elements of the system of quality
control and, therefore, wculd not serve to increase pUblic protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "muitistate firms in Hawaii should not be
exempt from peer review." In fact, rnultistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversighl and testing. The mullistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every mullistate firm's system of qU3J.ty control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and Ihe corresponding results of the multis:ate firms is subject to oversight and testing
annually by the Public Company Acco;JI1ting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection progra11 is in
addition to lhe inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and trienrially by peer review for multistate firms.

Over 30,000 CPA firms, including the four-nultistate firms with offices in Hawaii, particbate in
the American Institute of Certified PUblic Accountants iAICP.4) peer review program. All 47
states with mandatory peer review use the AICPA pee" review program to meet their state's
specific requirement. Under the provisions of the AIC"A's peer review program, all offices of a
firm, including Hawaii o'fices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPfl.'s peer review program which is a well­
established and accepted peer review program. No state recuires o;fice-speciiic peer review as
p"oposed n this Elill because that is incorsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes 10 peer review. There is no
evidence of unicue problems in Hawaii which justifies creating a new system of peer review
which coes not exist in any other state. Such a requirement would result In an unnecessalY,
yet significant expense to and burden on t:le Hawaii p;Jblic. The State BOard of Public
Accountancy would need to reta n a Ihird party to create and manage an entirely new system of
peer review in addilion 10 the already existing AICPA peer review program.

Fer the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. Ths is Why Ihis Bill should be amended to delete this requicement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to PUblic Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
mullistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a muitistate firm are not
established at the local office level but instead a; the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality comrol at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances. the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, mullistate firms in Hawaii are NOT exem pt from the peer
review process or other regulatory oversight and testing. The multstate firms in Hawaii are
included in the mullistate frms' peer review process.

A key eiement of every multistate firm's system of quality control is the internal inspection
( precess, which inclJdes engagements specific to the Hawaii offices. The internal inspection
''''~
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process and ·tlle corresponding results of the multistate firms is subject to oversight and testing
annually by the Public COlnpany Accountir,g Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the AmericaI' Institute of Certified Public Accountants (AICPA) peer review program. All <t7
states Witll mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review p"ogram, all offices of a
firm, inclUding Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on tile AICPAs peer review program which is a weJi­
established and accepted peer review progra'll. No state requires office-specific peer review as
proposed in this 13111 because that is inconsistent with the AICPA's peer review program.

Hawaii shoul:J not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
whietl does not exist in any other stale. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would (Iced to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing A/CPA peer review program.

For t~e atJove reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill silculd be amended to delete tllis requirement in Section 5.

Thank you for the opportunity to testly.
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IN QUAUFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Pubic Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to oromote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA finn are in accordance with pro'essional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Sect on 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." ft. full understanding of how the peer r~view process works will support this
amendment.

Virtually ali of the I<ey eiements of tne system of quality control of a multistate firm are not
established at the local offioe level but instead at the region or firm level. This ensures that the
quality controls are consistent office by o:fice throughout the firm. That is why peer review Is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local oFice as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the systef'l of quality
oontrol and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." in fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate f,rms' peer review process.

A key element of every multistate firm's system of cuality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. Trds oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer 'eview program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
estabiished and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is incons stent with the AICPA's ~eer review program.

Hawaii should not be differe'lt from otrer states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to a'ld burden on the Hawaii public. The State Board 0' Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why tllis Bill should be amended to delete this requirement in Section 5.

T'lank you for the opportunity to testify.
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Before the House Committee on Finance'

Friday, March 26,2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO 88 2501, 801, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Cr·air Lee. and Committee Me'llbers:

The purpose of this Bill is to require oeer reviews as a condition of certified public accoL:ntancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with profess:onal standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's interesl.Wh,le we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of 'he key elements of the system of quality control of a multistate firm are not
established at the locai office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a loca' office as oroposed in this Bili would do Iitt'e to evaluale
the design, or in most instances, the compliance with many elements of the system of quality
control and. therefore. would not serve to increase public protection. Some have stated tnat the
phrase in Section 5 of tr;s Bill is necessary because "muitistate firms in Hawaii shouid not be
exempt from peer review." In facl, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, Which includes engagements specific to the Hawaii offices. The intemal inspection

. 4ji>it.WW . y ....
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process and the corresponding resul1s of the multistate firms IS subJec: to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to tile inspection procedures at the engagement and firm level that are annually
performeC both by the PCAOB and triennially by peel' review for multistate firms.

Over 30,000 CP/\ firms, Inciuding the four multistate fi,ms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions cf the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii shouid be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
propcsed in this Bill becaL.se that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
wllich does not exist in any other state. Suer, a requirement would result in an unnecessary,
ye' significant expense to and burdel' on tile Hawaii public. The State Board of Public
Accountancy would need to retain a third party to ceeate and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

I=or the aoove reasons, an omce-specific peer review should not be a condition of peer review
in Hawaii. This is why ihis Bill should be amended to delete this requirement h Section 5.

Thank yOlI for the opportunity to testify.

(
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Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO S8 2501. SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to reqLire peer 'eviews as a condition of certified public accountancy
permits to practice.

( The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quaiity control policies and
procedures of every CPA firm are in accordance with professional s:andards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serle the public's interestV'Ihile we support most of The
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

'Virtually all of the key elements of the system of quality control of a multistate firm are net
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or.in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact. multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the mult/state finns' peer review process.

(

A key element of every lTultistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and ~esting

annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially l1y peel' review for mul\lstate firms,

Over 30,000 CPA firms, including the ;our multistate firms with offices in Hawaii, particiaate in
the American Institute of Certified Public Accountants (AICPA) peer review program, AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer I'eview program which is a well..
established and fJcGepted peer review program. No state requires office-specific peer review as
proposed in this Bill because \llat is inconsistent with the AICPA's peer revie'ti Drogram,

Hawaii should not be different from other states when it comes to peer review, There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other sta'e. Such a requirement would result in an unnecessary,
yet significant eX:Jense to ard burden on the Hawaii pUblic. The Sta:e Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition tc the already existing AICP,A, ~eer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the oppo,·tunity to testify.
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IN QUALIFIED SUPPORT OF I\ND PROPOSING AN AMEI'JDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro. Vice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified pt;blic accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and irdividuals). The pualic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards anc that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pu~lic's interest.While we support most of the
concepts in this Bill, we urge you tc amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "inclUding the Hawaii cffices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment

Virtually all of the key elements of t1e system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compiance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multis:ate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
inCluded in the multistate firms' peer review process.

A key element of every multistate firm:s system of quality control is the internal inspection
process. which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company f\cGOunting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection pr"gram is in
addition to the inspection procedures at t1e engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with "ffices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based 01 the AI CPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in tllis Bill because that is inconsistent with the AICPA's peer review orogram.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii w1ich justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,

.yet significant expense to and burden on the Hawaii public. Tr,e State Board of Public
Accountancy would need b retan a third party to create and manage an entirely new system of
peer review in addition to the aiready existing AICf'A peer review program.

I:or the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill Sllould be a,ilended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Lynnsey Nunes
1132 Bishop Street, Suite 1200

Honolulu, HI 96813

Before the House Committee on Finance

Friday. March 26, 2010
12:00 p.m.

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPpRT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is :0 require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality ,in the accounting and auditing services provided
by CPA firms (and indiViduals). The public deserves to know that the quality control policies and
proceddres of every CPA :irm are in accordance with professional standards and that each f rm
is complying with those policies a~d procedures.

Mandatory pee' review for CPA firms will serve tile public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system at quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate qL:ality comrol at the firm level and not at each specific office within tile
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances. the compliance with many elements of the system of quality
control and, therefore. would /lot serve to increase pUblic protection. Some have stated hat tne
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii shOUld not be
exempt from peer review." In fact, mult/state firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversig~t and testing. The mullistate firms in Hawaii are
included in the lnultista1e firms' peer review process.

A key element of every multistate firms system ofquality control is the internal inspection
process, which includes engagements specific to tGe Hawaii offices. The internal inspection
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process and the correspcnding results of the multistate firms is subject to oversigh: and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to (he inspection procedures at the engagement and firm level that are a'lnually
performed both by (he PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, inciuding Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on tile AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-s::lecific peer review as
proposed in this E:ill because that IS inconsstent with the AICPA's peer review program.

Hawaii should qot be different frol'! otrer states when it comes to peer review. There is' no
evidence of unique problems in Hawaii which justifies creatirg a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in additior to tile already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is WilY this Bill should be amended to eJelete this requirement in Section 5.

Thank you for the opportunity to testify.
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Honolulu. HI 96813

Before the House Committee on Finance

Fnday. March 26. 2010
12:00 p,m,

Conference Room 308
State Capitol

415 South Beretania Street

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501. SO'. HD1

Relating to Public Accountancy

Chair Oshiro. Vice Crail' Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accoLntancy
permits to practice,

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals), The pub ic deserves to know that the quality control polic:es and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures,

Mandatory peer review for CPA firms will serve the pUblic's interest.While we support most of the
concepts in this Bill. we urge you to amend Section 5 on page 5. line 22 tnrough page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
muitistate firms," A full understand:ng of how the peer review process wcrks will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the IDcal office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm, That is why peer review is
intended to evaluate quaiity control at the firm level and not at each specific office within the
firm, Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design. 0' in most instances, the compliance with many elements of the system of quality
control and. therefore. would not serve to i1crease public protection,Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review" In fact, Illultistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing, The multistate firms in Hawaii are
inciuded in the rnultistate firms' peer review process,

A key element of every multistate firm's system of quality control is tile internal inspection
( process. which hcludes engagements specific to the Hawaii offices, The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Pubiic Company Accounting Oversight Board (PCAOS) and triennially by the
firm conducting the peer review. This oversight and testi~g of the firm's inspection program is ill
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Insritute of Cellified Public Accountants (AtCPA) peer review program. AII47
states With mandatory peer review use the AICPA peer review program to meet the'r state's
specific requirement. Under the provisions of the AtCPA's peer review program, all offices of a
firm, includin9 Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be b2sed on the AICPA's peer review program which is a well ..
established and accepted peer review program. No state requires olfice-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

hawaii should not be different from other states when it comes to peer mview. There is no
evidence of uniqL.e problems in Hawaii whch justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons. an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Friday. March 26, 2010
12:00 p.lll.

Conference Roolll 308
State Capitol

415 South Beretania Street

iN QUALIFIED SJPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating ;0 Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accoun\;ng and auditing services provided
by CPA firms (and individuals). The public deserJes to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with hose policies and procedures.

Mancatory peer review for CPA firms will serve the pl.blic·s interest.While we support most of the
concepts in this Bill. we urge you to amend Section 5 on page 5. line 22 through page 6, line 1
by deleting the phrase 'including the Hawaii offices ard Hawaii engagements of foreign or
multistate firms." A fLII understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level bu: instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm ievel and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and. therefore. would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii sr.ould not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is sUbject to oversight and testing
annually by the Public CO'11pany Accountilg Oversight Board (PCAOB) and triennially by the
firm conducting the peN review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multista:e firms.

Over 30,000 CPA firms, inclUding the four mullistate firms with offices in Hawaii, participate In
the American Institute of Certified Public Accountants (AICPA) peer 'eview progcam. All 4'1
states with mandatory peer review use the AICPA peer review program to meet their state's
specific require11ent. Under the provisions of the AICPA's peer review program, a'i offices of a
firm, Inc:uding Hawaii offices, are Included in the scope of a firm's peer review.

Peer review in Hawaii should be aased or the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICP/-\'s peer review program.

Hawaii shou.d not be dWerent from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a req~irement would result in an unnecessary,
yet significant expense to ant burden on the Hawaii pUblic. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review In addition to the already existing AICPA peer review program.

For the above 'easons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why thiS Bill should be amended to delete this requirement in Section 5.

Thank you for the opponunity to testify.
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Conference Room 308
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD~

Relating to PUblic Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified pUblic accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every 9PA finn are In accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve he pUblic's interest.While we support most of the
concepts in :his Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A fulf understanding of how the peer review process works will support this
amendment.

,~ Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throl;ghout the firm. That is why peer review is
imended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection .Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistale firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms ill Hawaii are
included in the multistate firms' peer review process.

A key element of every l1ultistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspecticn program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for mult/state firms.

Over 30,000 CPA finns, including the fou:' multistate firms with offices in Hawaii, participate in
the American Institute of Certified Pub'ic Accountants (AI CPA) peer review program. All 47
states witll mandatory j:eer review use the AICPA peer review program to meet their state's
specific requirement. Uncer the provisions of the AICPA's peer review program, all offices cf a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii s10uld be based on the AICPft.'s peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bil' because that is inconsistent with the AICPA's peer review program.

Hawaii should not be difforent from other states when it comes to peer review. There is no
evidence of unique problems ill Hawai; which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet sigrjficant expense to and burden on ttle Hawa:i public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

I"
~ . For the above reasons, an office-specific peer review should not be a condition of peer review

in Hawaii. This is WilY this Bill should be amended to delete this requi~emel1t in Section 5.

Thank you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1. HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require Deer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with profess:onal standards and that each firm
is complying with those policies and procedures

Manda:ory peer review for CPA firms will serve the public's interesl.VVhle we support most of the
concepts in this Bill, we urge you to amend Section 5 on oage 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a mullistate firm are not
established at the local office level bJt instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic; protection. Some have stated that the
phrase in Section !5 of this Bill is necessalY because "multistate firms in Hawaii should not be
exempt from peer review," In fact, mullistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversiglt anc! testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every mullistate firm's system of ouality control is the internal inspection
process, which includes engagements spec.fic to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm levei that are annuaily
performed both by the PCAOB ard triennially by peer review for muitistate firms.

Over 30,000 CPA lirms, Including the lour multistate firms with offices in Hawaii, participate in
the American Institute of Certified Pubiic Accountants (AICPA) peer review program. AII47
states with mandato')' peer review use ltle AICPA peer review program to meel their state's
specific requTement. Under the orovisions of the AICPA's peer review program, all offices of a
firm. including Hawaii offices, are i1c1uded in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program whictl is a well­
es:ablished and accepted peer review program. No state requires office-specific peer review as
proposed in this Blil because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it carres to peer review, There is no
eV'dence of unique proble-ns in Hawa.i which justifies creating a new system of peer review
wricl, does not exist i~ any other state. Such a requirement would result in an unnecessary,
yet significar,t expense to and burden on the Hawaii public, The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existir.g AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. Tllis is why this Bill should be amended to delete this requirement in Section 5.

Thank you for tile opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshirc, Vice Chair Lee, and Committee Member's:

Ttle purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quaity in the accounting and aUditing services provided
by CPA firms (and individuals); The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures. '

Mandatory peer review for CPA f,nns will serve the public's inlerestVVhile we support most of the
concepts in this Bill. we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the Iley elements of the system of quality control of a multistate firm are not
established at the local office level but instead a: the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm, That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance With many elements of the system of quality
control and, therefore, would not serve to i1crease public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "'llultistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in tile multistate firms' peer review OroC8SS.

A key element of every multistate firm's system of quality control is the internal Inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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,_ process and the corresponding l"esults of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by'tne
firm conductng the peer review. This oversight and testing of the finri's inspection program is in
addition to the inspection prccedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,COO CPfl firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandQtory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the pmvisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included :n the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program wnich is a we:l­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this 13i I because that is inconsistent with the AICPA's peer review program.

Hawaii should nol be different from other states when it comes to peer review. There is no
evidence of urique problems in Hawaii which justifies creating a new system of peer review
Which does not exist in any other stale. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy Vlould need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program_

{f

'" For the above reasons, an office-specific peer review shOUld not be a conditior. of pee, review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for ,he opportunity to testify_

(
"'-.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

C The goal of peer review Is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are i1 accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory pee" review for CPA firms will serve the public's interesLVVhile we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6. line 'I

by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understand:ng of how the peer review process wcrks will support this
amendment.

l

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level :Jut instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office witnin the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control a'ld, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multis:ate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is sUbject to oversight and testing
amually by the ['ublic Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
tne American Institute of Certified Pubiic ,Ll,ccountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer' review program to meet their state's
specific requirement. Under the provisions of the AICPA's :Jeer review program, all offices of a
firm, including Hawaii offices. are included in the scope of a firm's peer review.

Peer review n Hawaii should be based on the AICPA's peer review program w'lich is a we:! ..
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill becaL:se that is inconsistent with the AICP,Ll.'s peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evide,1ce of unique problems in Hawaii which justifies creating a new system of peer review
which does rot exist in any other state. Such a reqUirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy wOL,ld neec to retain a third party to create .and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should nDt be a condition Df peer review
in Hawaii. This is why this Bill should be amended to deiete this requirement in Section 5.

Thank you for tM opportunity tD testify.
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IN QUALIFIED SUPPORT OF AND PROPOSiNG AN AMENDMENT TO SB 2501, S01, H01

Relating to Public Accountancy

.Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and thac each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's rnterest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
mLltistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all 0' the key elements of the system of quality control of a multistate firm are not
established at the iocal office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at·each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firlns in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate ficm's system of quality conlrol is the internal Inspection
process, Which includes engagements specific to the Hawaii offices. The internal inspection
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process and the correspondi1g results 0' the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. Th's oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
perforr:led both by tile PCAOS and triennially by peer review for multistate hms.

Over 30.000 CPA firms, inciLding the four multistate firms with offices in Hawaii, participate in
the Al1"erican Institute of Certified Public Accountants (Alep,'.) peer review program. All 4"1
states with mandatory peer review use the AICPA peer review program to meet their state's
speci'ic requirement. U:lder tile provisions of the AICPA's peer review program, all offices of a
firm. including Hawaii offices, are included in the scope of a firrr's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this 13ill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to ~eer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden or- the Hawaii pUblic. The State Board of Public
Accountancy would need to retair- a third party to create and manage an entirely new system of
peer review in addition to the already existing AICI·1A peer review prog-am.

For the above reasons, an office-specific peer review should not be a conditioI' of peer review
in Hawaii. This is why this Bill shouid be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro. Vice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer' reviews as a condition of certified public accountancy
permits to practice.

( The goal of peer review is to promote qualityn the accounting and a..Jditing services provided
I
'-.. by CPA firms (and individuals). The public deserves to know that the quality control policies and

procedures of every CPA firm are in accordance with pro"essional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.Wnile we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, ine 1
by deleting the prrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer r'eview process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures trat the
quality controls are consistent office by office throughout the firm. That is Why peer review is
intended to evaluate quality control at the firm level and not at eacn specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
tre design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protect'on.Some have stated that the
phrase in Section 5 of this Bi'l is necessary because "multislate firms in Hawaii should not be
exempt from :Jeer review." In fact, multislate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate finn's system of quality control is the internal inspectiDn
process, which includes engagements specific to the Hawaii offices. The internal inspection

c



03/25/2010 16:29 FAX 1jiJ002!004

(

(

(

process and the :;orresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection prcgram is in
addition to the inspection procedures at the engagement and firm level that are annually
performed bottl by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific ,equirement. Under trle provisions of the AICPA's ;:leer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii shouid be based on the AICPA's peer review program which is a well­
es:ablished and accepted peer review program. No state requires office-specific peer review as
propcsed in this Bill becaLsetilat is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states wilen it con'es to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy wOLld need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

1001" the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OFAND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

( The goal of peer review is to promote quality in the accounting and auditing selVices provided-,
by CPA firms (and individuals). The public deselVes to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaiuate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not selVe to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multist'ite firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

(
A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Pubiic Company Accounting Oversight Board (PCAOB) and triennially by the
firm oonducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annuaiiy
performed both by the PCAOB and triennially by peer review for multistate finns.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, partioipate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There Is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountanoy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUAliFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to req~ire peer reviews as a condition of certified public accoumancy
permits to practice.

C The goal of peer review is to promote quality in the accounting and aUditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a iocal office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms In Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
finn, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the 1-IICPA's peer review program.

Hawaii should not be different from other states when it cames to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any o:her state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

( For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice,

The goal of peer review is to promote quaiity in the accounting and aUditing services provided
by CPA firms (and individuals), The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures,

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements offoreign or
multistate firms," A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a mu Itistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controis are consistent office by office throughout the firm, That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local offi~e as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because 'multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process,

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices, The internal inspection
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review fm multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the American Institute of CSliified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requil·emenl. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
estabiished and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public AccoL:ntancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review IS to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm a'e in accordance with professional standards and that each firm
is complying wilh those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interesLWhile we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5. line 22 through page 6, line 1
by deleting the phrase "inclUding the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate flfm are not
established at the iocal office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate qualHy control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would co little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, WOJld not serve to ·ncrease public pro,eclion.Some have stated that the
phrase in Sec:ion 5 of this Bill is necessary because "mul1istate finns in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt frorl the peer
review process or other regulatory oversight and testing. The mullistate firms in Hawaii are
included in the multistate finns' peer review process.

A key element of every multista;e firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the cOTesponding results of the multistate tirms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCA03) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspect:on procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the American Institute of Cert fied Public Accountants (AI CPA} peer review program. 1'.1147
states wiU-. mandatOly peer review use tile AICPA peer review program to meet t1eir state's
specific requirement. Uncer the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review i1 Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peel' review program. No state requires o'fice-specific peer review as
proposed In til is 8ill bocause that is incorsistent with the AICPA's peer review prog'am.

Hawaii should not be differen: trom other states when it comes to peer review. There is no
evidence of unicue problems in Hawaii which justifies crealing a new system of peer review
which does not exist in any other state, Such a requirement woulc result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy woulc need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons. an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for tile opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro. 'fice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals) The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are cons'stent office by ofke throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in tnis Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase p~blic protection. Some have stated that the
phrase in Section 5 of this 8ill is necessary because "multistate firms in Hawaii should not be
exempt from peer revew." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
incluced in the multistate firms' peer 'review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, whichncludes engagements specific to the Hawaii offices. The interna: inspection
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the pee, review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
peliorrred both by the PCAOS and triennially by peer review for multis\ate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii. participate in
the American hstitllte of Cert fied ["ublic Acccuntants (AICPA) peer review program. All 47
states with mandatory peer review use the II.lCPA peer reView program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Ha'haii should be based on tile AICPII.'s peer review program whicr is a well­
established and accepted oeer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPAs peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unicue problems in Hawaii w.1ich justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and bu~den on tile Hawaii public. The State Board of Public
Accountancy woule need to retain a third party to create and manage an entirely new system of
peer review in addition ~o the already existing AICPA peer review program.

(, For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is Wily tllis Bill sllould be amended to delete this requirement in Section 5.

Thank you for tbe opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, S01, H01

Helating to Public Accountancy

Chair Oshiro. Vice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every cpA finn are h accordance with profeSSional standards and that each firm
is cOr:lplying with those policies and procedures.

Mandatory peer review for CPA. firms will serve the pUblic's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the I<6Y elements 0; the systerr of quality control of a multistate firm are nol
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistert office by office throughout the firm. That is why peer review is
intended to evauate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, cr in most instances, the compliance with many elements of the system of quality
conlrol and, therefore, would not serve to increase pUblic protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because 'multistate firms in Hawaii should not be
exempt from peer review." In fact, mullistate firms ir Hawaii are NOT exempt from the peer·
review process or other regUlatory overs'ght and tesiing. The multistate firms in Hawaii are
included in the multistate firms' :leer review process.

A key element of every multistate firm's system of quality centroI is the internal inspection
process, which includes engagements specific to the Hawaii offices. Tile internal inspection
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process and the corresponding results of t~e multistate firms is sUjject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review, This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at tne engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review 'or multistate firms.

Over 30,000 CPA firms,ncluding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All L 7
states with mandatory peer review use the AICPA peer review iJrogram to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program. all offices of a
firm, induding Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPI\'s peer review program which is a well­
es:ablished and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill becaLse that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review, There is no
ev dence of unique projlems in Hawaii which justifies creating a new system of peer review
which does not exist in any otller state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. T'he State Board of Public
Accountancy would need ',0 relain a third party to create and manage an entirely new system of
peer review in acldtion to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Than~ you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro. Vice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

C" permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with proFessional standards and that each fTm
is complying with those policies afld procedures.

Mandatory pee' review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on oage 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of Foreign or
multistate firms." A full understanding of how the peer review process works will support {his
amendment

(,

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by oFfice throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local ofFice as proposed in this Bill would do litt'e to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, t11erefore, would not serve to increase publiC protectlon.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms 'n Hawaii should not be
exempt from peer review." In fact, multistate finns in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawai" are
inclUded in the multistate firrrs' peer review process.

A key element of every muitistate firm's system of quality control is the Internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the 1lultistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCADB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to tile inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer "eview for multistate finns.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the America~ Institute of Certified Public Accountants !AtCPA) peer review program. All 4'7
states with mandat::Jry peer review use the AICPA peer review program to meet their state's
specific requirement. Under tile provisions of the AICPA's peer review program, all offices of a
firrl, including Hawaii offic9S, are included in the scope Gf a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program whict} is a well ..
established <3nd <3ccepted peer review pmgram. No state requires office-specific peer review as
proposed in this 13ill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when ,t comes to peer review. There is no
evidence of unique problems in !-lawaii which justifies creating a new syste:n of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retair a third party to create and manage an entirely new system of
peer review 11 addition to the already existing AICPA peer review program.

For the above reasons, an office-sJ8cific peer review should not be a condition of peer review
in Hawaii. This is wily this Bill should be amended to deiete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SOt HD1

Relatng to Pub,ic Accountancy

Chair Oshiro, Vice Chair Lee, and CommiUee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to PTactice,

The goal of peer ~eview is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals), The pUblic deserves to know that the quality control policies and
procedures of every CPI\ firm are in accordance with professional standards and that each firm
is complying with those policies and procedures

Mandatory peer review for CPA, firms wiil serve the public's interesLWhile we support most of the
concepts in tnls Bill, we urge you to amend Section 5 on Dage 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms" A full understanding of how tne peer review process works will support this
amendment.

Virtually all of the key elements of the system of quaiity control of a multistate firm are not
es:ablished at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm, That is why peer review is
intended to evaluate quality control at the firm level and not a; each specific office within the
firm, Mandating peer review of a local office as proposed in this Bill would do liUle to evaluate
the design, or in most instances, ;he compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection, Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peee review," In fact, multistate firms in Hawaii are NOT exempt from the peer
review process 0' other regu atory oversight and lesting. The multistate firms in Hawaii are
included in the multistate firms' peer review process,

A key element of every lT1ultistate hm's system of quality control is the internal inspection
process, which inc:udes e~gagements specific to the Hawaii offices. The internal inspection
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process and the cocresponding results of the mu:tistate firms is sUbject to oversight and testing
annuaiiy by the Public Company Accounting Oversight Board (PCA03) and :riennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to tile inspection procedures at the engagement and finn level that are annuaiiy
performed both by the PCAOB and trienniaiiy by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii. participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offi~es, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bil because trat is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems ir' Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in anu:lnecessary,
yet significant expense to and burden on the Hawaii pubic. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the alreacy existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this 3'11 should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO S8 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this B'II is to require peer reviews as a condition of certified pUblic accountarcy
permits to practice.

(' The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's intecest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of cLiality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls ace consistert office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic protection. Some have stated that the.,
phrase in Section 5 of this Bill is necessary because "mullistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory overs:ght and testing. The mullistate firms in Hawaii are
included in the multistate firms' ;Jeer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes e'1gagements specific to the Hawaii offices. The internal inspection



03/25/2010 16:21 FAX Ii1l 002/004

(

c

(

process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company AccDunting Oversight BDard (PCA03) and ;riennially by tho
firm cDnducting the peer review. This Dversight and testing of the 'irm's inspection program is in
additiDn to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate finns.

Over 30,000 CPA frms. including the four multistate firms witll offices in Hawaii, participate in
the American Institute of Ceriified Public Accountants (AICPA) peer review program. All 47
states with mandatDry peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well..
established and accepted neeI' review program. \Jo state requires office-specific peer review as
prcposed in this ['lill because that is inconsistent with the AICPA's peer review program.

Hawa:i should not be differen' from other states when it comes to peer review. There is no
evidence Df unique problems in Hawaii which justi:ies creating a new system of peer review
which does not e>:ist in any Dther state. SGch a requirement would result in an unnecessary,
yet significant expense to and l1urden Dn tne Hawaii pJblic. The State Board of Public
Accountancy would need to reta n a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer revew program.

For the above reasons. an Dffice-specific peer review shDuld not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thanl< you for the opportunity to testify.
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IN QUAUFIED SUPPORT OF AND PROPOSING A,'\I AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro. Vice Chair Lee. and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of ceriified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and aUditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedJres of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA rrms will serve the public's interest.While we support most of the
concepts in this Bil , we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will suppori this
amendment.

Virtually ail of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead a: the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firfT'. Trat is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandatin9 peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would no; serve to increase ;)ublic protection. Some have stated that tne
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are ~OT exempt from the peer
review process or other regulatory oversig,nt and testing. The multistate firms :n Hawaii are
induded in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements speCific to the Hawaii offices. The internal inspection
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process and tile corresponding resuits of the multistate finns is sulJject to oversigllt and testing
annually by tile Public Company Accounting Oversight Board (PCAOB) and triennially by tile
firm conducting tile peer review. This oversight and testing of the firm's inspecl'on program is in
addition to the inspection procedures at the engagerrent and firm level that are annually
perfor'ned both by tile PCAOB and triennially by peer review for multistate firms.

Over 30,000 CP/\ firms, including the four multistate firms with offices in Hawaii. participate in
the American Institute of Certified Public Acccuntants (AICPA) peer review program. All 4'1
states with mandatory pee' review use tile AICPA peer review program to meet their state's
specific requirement. Under the provisions of tile AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii Sllould be based on the AICPA's peer review program which is a well·
establislled and accepted peer review program. No state recuires oifice·specific peer review as
proposed in this Bill because tilat is inconsistent witll the AICPA's peer review program.

Hawaii should not be differen: from other states when it comes to peer review. T:lere is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
wh'ch does not exist in any otller state. Such a requirement woule result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a tllird party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons. an office-specific peer review should nol be a condition of peer review
in 1'{awaiL This is wily this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accocntancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control polic'es and
procedures of every CPA firm are in accordance with professional standards and that each firm
is conplying with those policies and procedures.

Manda:ory peer review for CPA firms will serve the public's interesLWhile we support most of the
concepts in tnis Bill, we urge you to am.end Section 5 on page 5, line 22 through page 6, line I
by deleting the phrase "including the Hawaii offices and Hawaii engagements of fore'lgn or
mullistate firms." A full understanding of how the peer review process works will suoport this
amend!T1ent. !

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
Firm, Mandating peer review of a local office as oroposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii shou d not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory o'lerslg~t and testing. The multistate firms in Hawaii are
included in Ire multistate firms' peer review process,

A key element of every mullistate firms system of quality con;rol is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the mu,tistate flnns is sJbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's irspectlon program is in
addition to the inspecron procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA f,nns, including the iou" multismte finns with offices in Hawaii, participate in
tile American Institute of Certified Pubk Accountants (AICPA) peer review program. Ali 47
states willl mandatory peer review use the AICf'A pee' review program to meet their sta:e's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review i, Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed ,n this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of Lnique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other sla'e. Such a reqJirement would result in an unnecessary.
yet significant expense to and burden on the Hawaii pUblic. The State Board of Publ'c
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, all office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, S01, HOi

Relatng to Public Accountancy

Chair Oshiro, Vice Cilair Lee, and Committee Members:

The pu'pose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to ;)romote quality 'n the accounting and auditing services provided
by CPA firms (and individLals). The public deserves to know that the quality control policies and
procedures of every CPA fin11 are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms.' A full understanding of how the oeer review process works wili support this
amendment.

Virtually all of the key elements of the system of quality control 0: a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
irtended to evaluate quality control at the fir'll level and not at each specific office within the
firm, Mandatirg peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Seeton f: of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, Illultistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversigllt and testing. The multistate firms In Hawaii are
included in the rlultislate firms' peer review process.

A key element of every mLitistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company /lccountirg Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspecticn procedures at the engagement and firm level that are annually
performed beth :'y the PCAOB and triennially by peer review for rY'ultistate firms.

Over 30,000 CPA firms. includin9 the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified I'ublic Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, inclUding Hawaii offices, are included i1 the scope of a firm's peer review.

Peer review i1 Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires o'fice-specific peer review as
proposed in this Bill because that is i1consistenl witl) the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unicue problems in Hawaii w1ich justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii pUblic. The State Board of Public
Accountancy woulc need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons. an office-specific peer review shOUld not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING A'\1 AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this BiH is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with profess!onal standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for' CPl'. firms will serve the public's interest.While we support most of the
concepts in this BiH, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." fe, full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls a'e consistent office by office throughout the firm. That is why peer raview is
intended to evaluate quality ccntrol at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as voposed in this Bill would do litlle to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversig'lt and testing of the firm's inspection program is in
addition to the inspection procedures at the engage'llent and firm level that are annually
performed both by the PCAOB and triennially by peer review for 'nultistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Insttute of Certified Public Accountants (AICPA) peer review program. AI147
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requiremert. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included In the scope of a firm's pee, review.

Peer review in Hawaii should be based on the AICPII.'s peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bil because that is inconsistel'lt with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does n:)t exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to 8nd burden on tie Hawaii pJblic. The State Board of Public
Accountarcy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the aiready existing AICPA peer rev'ew program. '

For the above reasons, an office-specific peer review should 'Jot be a condition of peer review
in Hawaii. This is why this Bill shoJld be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify,
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, hD1

Relatirg to Public Accountal'cy

Chair Oshiro. Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the ac~ounling and auditing services provided
by CPA firms (and Inoividuals). The public deserves to know that the quality control policies and
procedures of every CPA finn are in accordance with professional standards and that each finn
is complying with those policies and procedures.

Mandatory peer review for CPA firms wili serve the pUblic's i~teresl.VVh Ie we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
mu/listate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exemp, from peer review." In fact, muitistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the nlultistate firms' peer review process.

A key element of every multistate finn's sys:em of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the mu.tistate finns is subject to oversight and testing
annually by the Public Company Accounting Oversight 80ard (PCf\OB) and triennially by the
firm conducting Ihe peer review. This oversight and testing of the finn's inspection program is in
addilion to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for mullistate firms.

Over 30,000 CPA firms, including the four mullistate firms Witll offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet lileir state's
specific requirement. Under the prOVisions of the AICPA's peer review program, all offices of a
firm, inclUding Hawaii offices, are included in the scope of a firm's peee review.

Peer review In Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in tllis Gil because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other s:ates when it comes to peer review. There is no
evidence of unique problems in Hawai: which justifies creating a new system of peer review
which does not exist In any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawa,; public. The State Board of Public
Accountancy would need to retain a third party 10 create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For tile above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this 3ili should be amended to delete this reqUirement in Section 5.

Thank you for the oppoltunily to tesWy.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relatng to Public Accountancy

Chair Oshiro. Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures cf every CPA firm are in accordance with professional standards and that each firm
is complying with those policies a1d procedures.

Mandatory peer review for CPA f:ems 1'1111 serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by off·.ce throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluale
the design, or in most instances, the compliance with many elements of the system of quality
control and. therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In facr, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the mull/state firnrs' peer review process.

A key element of every multistate firm's sys,em of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Jlccountirg Oversight Board (PCAOB) and triemially by tile
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by lhe PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with ma1datory peer review use the AICPA peer review program to meet their state's
specific requirement Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii o'fices, a're included in the scope of a firm's peer review.

Peer review in Hawaii shouid be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
p-oposed in this Bill because lIlat is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when ,t comes to peer review. There is no
evidence of unique probl,ems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary.
yet significant expense to and burden on the Hawaii pUblic. The Stale Board of °ubl'c
Accountancy would need to retain a third party to create and manage an entrely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-soecific peer review should not be a condition of peer review
in Hawaii. This is why this Bili Sllould be amended to delete this requirement in Section 5,

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AM'=NDMENT TO SB 2501. SD1, HD1

Relating to Public AccoLntancy

Chair Oshiro, Vice Cllair Lee, and Committee Members:

The purpose of this Bill is ;0 require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control poliCies and
procedures of every CPA firm are in accordance with 'professional standards and that each firm
is complying with those policies and procedures

Mandatory peer review for CPA f rms will serve the public's interest.While we support most of the
cDncepts in this Bil', we urge you to amend Section 5 on page 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understand'ng of how the peer review process works will support this
amendmen~.

Virtually ail 0; the key elements of the system of quality control of a multistate firm are not
estab'ished at the local office level but instead ac the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is Why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposeC in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessar'y because "mullistate firms in Hawaii shOUld not be
exempt from peer review." In fact, multlstate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms In Hawaii are
included in the mullistate firms' peer review process.

A key element of every multistate firm's system of quality control is the interhal ins:Jection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Conpany Accountirg Oversight Board (PCAOS) and tnennlally by the
firm conducting the peer review. This oversight ana testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed beth by the PCAOB and trienrially by peer review for multistate firms.

Over 30,000 CPA firms. including the four 'Tlultistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA pee~ review program to meet their state's
specific requirerlent. Under the provisions of the AIC"A's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm'S peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review pmgram. No state reouires office-specific peer review as
proposed in this Bill because that is inconsistent with the AiCPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unicue probiems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to anej bucden on the Hawaii public. The State Board of Public
Accountancy wouic need to retain a third party to create and manage an entireiy new system of
peer review in addition to tile already existing AICPA peer review program.

For ihe above reasons. an office··specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill shOUld be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relat'ng to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interestWhile we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase 'including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bil! would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of the multistate firms is subjeot to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AiCPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in tile scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a reqUirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

,/

~ For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chail' Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified pubiic accountancy
permits to practice.

The goai of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each finm
is. complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support'this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawa:i are
included in the multistate firms' peer review process.

A key element of every multistate finm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problem.s in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already eXisting AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thanl\ you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

C' . The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bili, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
estabiished at the iocal office ievel but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaiuate quality control at the firm ievel and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
controi and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms. in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review precess or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
Which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

C' For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this BiI! should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interesLWhile we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is Why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase pUblic protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPAj peer review program. AII47
states Witll mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.'

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state reqUires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states When it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant exoense to and burden on the Hawaii pUblic. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review shouid not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
'-. .
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to practice.

C The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
qu 3lity controls are consistent office by office throughout the firm. That is Why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or In most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because ':multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
r((view process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

(
A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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( process and the corresponding results of the muitistate firms is sUbject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices In Hawaii, participate in
. the American Institute of Cert'fied Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the proVisions of the AiCPA's peer review program, ai/ offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a wei/­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer reView In addition to the already eXisting AiCPA peer review program.

( For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This Is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

c
The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to practice.

The goal of peer review is to promote quality in the accounting and auditing senvices provided
by CPA firms (and individuals). The public desenves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's Interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not senve to Increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate finns in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspectionC. process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed bQth by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program,

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of PUblic
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program,

For' the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Reiating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control poiicies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pubrlc's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, iine 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
mullistatefirms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office levei but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a iocal office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the muitistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices, The internal inspection,
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified I"ubiic Accountants (AI CPA) peer review program. AII47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bili because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer reView program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee. and Committee Members:

Mandatory peer review for CPA firms will serve the pUblic's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quaiity controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multlstate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms In Hawaii are
included i,n the mullistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
( process, which includes engagements specific to the Hawaii offices. The internal inspection
~/
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( process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement wouid result in an unnecessary,
yet significant exaense to and burden on tlie Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice. .

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bili, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms," A full understanding of how the peer review process works will support this
amendment.

Virtually aU of the key elements of the system of quality control of a multistate firm are not
established at the Iocai office levei but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandafing peer review of a local office as proposed in this Bill would do litlie to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quaiity control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AiCPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPJ'I.'s peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a reqUirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Pubiic
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons. an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to deiete this requirement in Sect:on 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The pUblic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms wili serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process WOr!IS will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate qual'ty control at the firm level and not at each specific office within the
firm. Mandating peer review of a locai office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exemptfrom the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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C- process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm ievel that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American institute of Certified Public Accountants (AI CPA} peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requil·ement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

C_ For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is w':1y this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUAliFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, 801, HOi

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
estabiished at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by tile
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, incll/ding Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program \'Ihich is a well..
established and accepted peer review program. No state requires office-specific peer review as
proposed in this BiI' because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy

permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm ievel. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other reguiatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. .1'11147
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii pUblic. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Publ'c Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and aUditing services provided
by CPA firms (and individuals). The public deserves to knolV that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms wiil serve the public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase 'inclUding the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding resuits of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, including the four multistate firms with offices in Hawaii, participate in
the American institute of Certified Public Accountants (AICPA) peer review program. AI147
states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in Hawaii should be based on the AICPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burcen on the Hawaii public. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons. an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TOSB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as'a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing serv,ces p'ovided
by (:;PA firms (and indiViduals). The public deserves to know that the quality contra: policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complyhg with those policies and procedures.

Mandatocy peer review for CPA firms will serve t~e public's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by o:fice throughout the firm. That is why peer review is
irtended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, 0' in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, 'llultistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multlstate firms in Hawaii are
included in the nultistate firms' peer review process.

A key element of every mLltistate km's system of quality control is the internal 'nspection
process, which includes engagemems specific to the Hawaii offices. The Internal inspection
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process and the corresponding results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCA03 and triennially by peer review for rrultistate firms.

Over 30,000 CPA frms, including the four multisiate ;irms with offices in Hawaii, participate in
the American Institute of Certified {"ublic Accountants (~.ICPA) peer review program, All 47
states witt" mandatory peer review use the AICPA peer review program to meet t1eir state's
specific requirement. Under the provisions 0; the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

Peer review in hawaii should be based on the AICP~.'s peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is incor~sistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii which jusU7ies creating a new system of peer review
which does not exist in any other state. Svch a requirement would result in an unnecessary,
yet significant expense to and burden on tle Hawaii public. The State Board of Public
Accountancy would need to retain a third pacty to create and manage an entirely new system of
peer review in addition to he already existing AICPA peer review program,

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO S8 2501, SO~, H01

Relating to Public Accountancy

Crail' Oshiro, Vice Chair I_ee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to pradlce.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and incividuals). The pubic deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's interest\'IIhde we support most of the
concepts in tnis Bill. we urge you to amend Section 5 on page 5. line 22 through page 6, line 1
by deleting the phrase "inclUding the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the cOrT,pliance witI' many elements of the system of quality
control and, therefore, would not serve te increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testirg. The multistate firms in Hawaii are
included in the multistate firms' peer review process,

A key element of every multistate firm's system of quality control is the internal Inspection
process, which includes engagements specific to the Hawaii offices. The internal inspection
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{, process and the corresDonding results of the multistate firms is subject to oversight and testing
annually by tf1e Public Company Accoun~ing Oversight Board (PCAOS) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
pe-formed both by the peAOS and triennially by peer review for multistate'firms.

Over 30,000 CPA firms, Inciuding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AI' 47
states with mandatory peer review use the AlCPA peer review program to meet tlleir state's
specific requirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in the scope of a firm's peer review.

F'eer review in Hilwaii should be based on the AlCPA's peer review program Which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this Bill because that is inconsistent with the r\ICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii Which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
ye; significart expense to and burden on ;he Hawaii public. The State Board of Public
Accountancy would need :0 retain a third party to create and manage an entirely new system of
peer review in addition to :he already existing AICI~A peer review program.

/
\, FOI' the above reasons, an office-specific peer review should not !Je a condition of peer review

in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.

(
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, 8D1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

c
The purpose of this Bill is to require peer reviews as a condition of certified pUblic accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing serv,ces provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each f,rm
is complying with those policies and procedures.

Mandatory peer review for CPA firms will serve the pUblic's interest.\iVhlle we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6, line 1
by deleting the phrase "inclUding the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of lIle key elements of the system of quality control of a Illultistate firm are not
established at the local office level but instead at the region or firm level. This ensures that tre
quality controls are consistent office by office throughout the flfm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with many elements of the system Df quality
contrel and, therefcre. 'IIDuld ~ot serve to increase public protect'on.8ome have stated that the
phrase in Section Ci of this Bill is necessary because "mu!tistate firms in Hawaii should not be
exempt from peer r"view." In fact, mUltistate firms in Hawaii are NOT exempt from the peer
review process or other regulatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspectiDn
C process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the mdtlstate firms is subject to oversight and testing
annually by tile Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. This oversight and testing of the firm's inspection program is in
addition to tho inspection procedures at the engagement and firm leve' that are annually
peeformed both by the PCp·DB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, Inc'uding the four multistate firms with o;fices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All L7

states with mandatory peer review use the AICPA peer review program to meet their state's
specific requirement. Under the provisions of the AICPA's peer review peogram, all offices of a
firm, including Hawaii offices, are includec in the scope of a firm's peer review.

Peer review in Hawaii should be based on the A'CPA's peer review program which is a well­
established and accepted peer review program. No state requires office-specific oeer review as
pmposed in th,s 13 ill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other slates when it comes to peer review. There is no
evidence of Lnique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state.' Such a requirement would result in an unnecessary,
yet significant expense to and bu'oen on the Hawaii public. The State Board of Public
Accountancy woulc need to retain a tllird party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer rev'ew program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill sho~ld be ame.nded to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice,

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals), The public deserves to know that the quality control policies and
procedures of every CI~A firm are in accordance with profess,onal standards and that each firm
is complying with those policies and procedures,

Mandatory peer review for CPA fir~s will serve the public's Interesl.Whlie we support most of the
concepts in tnis Bill, we urge you to amend Sectiqn 5 on page 5, line 22 thrcugn page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support ,his
amendment.

Virtually all of the key elements of the system of quality control of a multisiate firm are not
established at the local office level but i1stead at the region or firm level. This ensures that the
quality controls are consistent office by office throughout tre firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office witnin the
firm. Mandating peer review of a local ofice as proposed in this Bill would do Iiitle to evaluate
the design, or in most instances, the compliance with many elements of the system of quality
control and, therefore, would not serve to increase public protection. Some have stated that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." in fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality control is the internal inspection
process, which includes engageme1ts specific to Ihe Hawaii offices. The internal inspection
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c process and the correspondhg results 0: the multistate firms is sUbject to oversight and testing
annually by the Public Company ,1\ccounting Oversight Board (PCAOB) and trienr.ially by the
firm conducting the peer review. This oversight and testing of the firm's i1speetion program is in
addition to the inspection procedures at the engagement and firm level t~at are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclt:ding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. All 47
states with mandatory peer review use the AICPA peer review program to meet their state's
specific ~equirement. Under the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii offices, are included in tile scope of a firm's peer review.

Peer review in Havmii should be based on the AICPJI's peer review program which is a well­
established and accepted peer review program. No state requires office-specific peer review as
proposed in this 13ill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii wh,ch justifies creating a new system of peer review
which does not exist in any other state. SUCll a requirement wOLld result in an unnecessary,
yet significant expense to and burden on the Hawaii public. The State Board of Pctblic
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing A/CPA peee review program.

( . For the above reasons. an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be arlended to delete this requirement in Secton 5.

Thank you foe the opportunity to testify.

(



03/25/2010 15:47 FAX

( Tracy Nakano
1132 Bishop S:reet, Suite 1200

Honolulu. HI 96813

Before the House Committee on Finance

Fnday, March 26, 2010
12:00 p m.

Conference Room 308
State CaQitol

415 South Beretania Street

IgJ 003/004

IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SD1, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Crair Lee, and Committee Members:

c
The purpose of this Bill is to require peer reviews as a condition of certified public accountancy
permits to practice.

The goal of peer review is to promote quality in the accounting and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of evelY CPA 'inn are in accordance with professional standards and that each firm
is complying with those policies and procedures.

Mandatory peer review for CPA f'rms Will serve the public's interesl.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5, line 22 through page 6. line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firf'ls." A full understandmg of how the peer review process works will support this
arr.endment.

Virtually all of the key e:ements of the system of quality control of a multistate firf'l are not
established at the local ofke level out instead at the region or firm level. This ensures that the
quality controls are consistent office by oifice throughout the firm. That is why peer review is
intended to evaluate quality control at the firm level and not at each specific office within the
firm. Mandating peer review of a local office as proposed i'1 this Bill would do little to evaluate
the design, or in f'lost instances, the compliance with many elements of the system of quality
control and, tlerefore, would not serve to increase public protection.Some have stated that the
phrase in Section 5 of this Bill is necessalY because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multiSlate firms in Hawaii are NOT exempt from the peer
reView process or other regUlatory oversight and testing. The multistate firms in Hawaii are
included in the mullistate firms' peer review process.

A key element of every mull/state firm's system of quality control is the internal inspectionC process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the correspondi1g results of the multistate firms is subject to oversight and testing
annually by the Public Company Accounting Oversight Board (PCAOB) and triennially by the
firm conducting the peer review. Th's oversight and testing of the firm's i1spection program is in
addition to the i1spection procedures a: the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for muhstate firms.

Over 30,000 CPA firms, inc/Lding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (AICPA) peer review program. AII47
states with mandatory peel' review use the AICPA peer review program to meet their state's
specific requirement. Lhder the provisions of the AICPA's peer review program, all offices of a
firm, including Hawaii ofFices, are included in tile scope of a firm's peer review.

Peer review in Hawaii shouid be based on the AICPA's peer review program which is a well­
estabiished and accepted peer reView program. No state requires office-Specific peer review as
proposed in Ihis Bill because that is inconsistent with the AICPA's peer review program.

Hawaii should not be different from other states when it comes to peer review. There is no
evidence of unique problems in Hawaii whch justifies creating a new system of peer review
which does not exist in a.'y other state. Such a requirement would result in an unnecessary,
yel significant expense to and burden on the Hawaii pubiic. The State Board of Public
Accountancy would need to retain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For the above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is why this Bill should be amended to delete this requirement in Section 5.

Thank you fo" the opportunity to testiFy.
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IN QUALIFIED SUPPORT OF AND PROPOSING AN AMENDMENT TO SB 2501, SOl, HD1

Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee, and Committee Members:

The purpose of this Bill is to require peer reviews as a condition of certified public accourtancy
permits to practice.

The gcal of peer review is to promote quadty in :he accountng and auditing services provided
by CPA firms (and individuals). The public deserves to know that the quality control policies and
procedures of every CPA firm are in accordance with professional standards and that each firm
is complying with t10se policies and procedures.

Mandatory peer rev,ew for CPA firms will se,ve the p~blic's interest.While we support most of the
concepts in this Bill, we urge you to amend Section 5 on page 5. line 22 through page 6, line 1
by deleting the phrase "including the Hawaii offices and Hawaii engagements of foreign or
multistate firms." A full understanding of how the peer review process works will support this
amendment.

Virtually all of the key elements of the system of quality control of a multistate firm are not
established at the local office level but instead at the region or firm level. Th,s ensures that tile
quality controls are consistent office by office throughout the 'irm. That is why peer review is
intended to evaluate quality control at the firm level ard not at each speCific office within the
firm. Mandating peer review of a local office as proposed in this Bill would do little to evaluate
the design, or in most instances, the compliance with '11any elements of the system of quality
control and, therefore, would not serve to increase public protection.Some have statec that the
phrase in Section 5 of this Bill is necessary because "multistate firms in Hawaii should not be
exempt from peer review." In fact, multistate firms in Hawaii are NOT exempt from the peer
review process or other reguiatory oversight and tes:ing. The multistate firms in Hawaii are
included in the multistate firms' peer review process.

A key element of every multistate firm's system of quality centro I is the internal inspe:::tion
process, which includes engagements specific to the Hawaii offices. The internal inspection
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process and the corresponding results of the mu/tistate firms is subject to oversight and testing
annually by the Public Company Accoun:ing Oversight Board (PCAOB) and triennially by the
firm c01duding the peer review. This oversight and testing of the firm's inspection program is in
addition to the inspection procedures at the engagement and firm level that are annually
performed both by the PCAOB and triennially by peer review for multistate firms.

Over 30,000 CPA firms, inclUding the four multistate firms with offices in Hawaii, participate in
the American Institute of Certified Public Accountants (A/CPA) peer review program. Ai. 47
states w·th mandatory peer review use the AICPA peer review vogram to meet their slate's
speciHc reqUirement. Under the provisions of the A/CPII.'s peer review program, all offices of a
firm, including Hawaii offices, are included in tne scope of a firm's peer review.

Peer review in Hawaii should be based on the A/CPA's peer review program which is a well­
established and accepted peer review program. No state reqUires office-specific peer review as
propcsed in this Bi·1 because that is inconsistent with the A/CPA's peer review program.

Hawaii Sl10uld not be different from other states when /t conres to peer review. There is no
evidence of unique problems in Hawaii which justifies creating a new system of peer review
which does not exist in any other state. Such a requirement would result in an unnecessary,
yet significant expense to and burden on the Hawaii public. Tile State Board of Public
Accountancy would need to re:ain a third party to create and manage an entirely new system of
peer review in addition to the already existing AICPA peer review program.

For tile above reasons, an office-specific peer review should not be a condition of peer review
in Hawaii. This is wilY this Bili should be amended to delete this requirement in Section 5.

Thank you for the opportunity to testify.
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Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: Jessica Swanson
Organization: Individual
Address: 1428 Haleko Drive Honolulu, HI 96821
Phone:
E-mail: lingjon@earthlink.net
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review because I believe it will provide a level of assurance that financial statements
prepared and issued by CPAs in the State of Hawaii are prepared in accordance with
established professional standards. Consequently, it will provide a higher level of
confidence to the public and users of such financial statements, who currently, but

(

incorrectly. Most financial statement users currently thought that all CPAs participate in a
leer review process or a monitoring program when in fact, some of the CPA are not.
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Testifier position: support
Testifier will be present: No
Submitted by: Amelia Kam
Organization: Individual
Address: 7532 Puumahoe Place Honolulu, HI 96825
Phone:
E-mail: akam@horwathkam.com
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs because it will provide a
level of assurance that financial statements prepared and issued by CPAs in the State of
Hawaii are uniformly prepared in accordance with established professional standards. Most
importantly, S8 2501 provides a greater level of confidence to the public and users of such
financial statements who currently, but incorrectly, believe that all CPAs participate in a

C
peer review process or practice monitoring program to ensure that those statements comply
'ith established professional standards.
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Testifier will be present: No
Submitted by: Justin Okawa
Organization: Horwath Kam &ampj Co.
Address: 700 Bishop St. Honolulu, Hi
Phone: 524-8080
E-mail: jayohh.river@gmail.com
Submitted on: 3/25/2010

Comments:
I strongly support SB2501 and believe that a mandatory peer review will help our profession
as accountants in the state of Hawaii.
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Conference room: 388
Testifier position: support
Testifier will be present: No
Submitted by: Glenn Yoza
Organization: Individual
Address: 98-1481 Kamahao st., #17S Pearl City, HI 96782
Phone:
E-mail: hoblah@hotmail.com
Submitted on: 3/25/2818

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support the mandatory
peer review in order to provide a level of assurance that financial statements prepared and
issued by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, SB 2581 provides a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe

C.
' that all CPAs participate in a peer review process or practice monitoring program to ensure

:hat those statements comply with established professional standards.
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Testimony for 582501 on 3/26/2010 12:00:00 PM

Testimony for FIN 3/26/2010 12:00:00 PM S82501

Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: Casey Yamada
Organization: Individual
Address: 1356 Wilhelmina Rise Honolulu, HI 96816
Phone: 808-524-8080 ext. 515
E-mail: cyamada@horwathkam.com
5ubmitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued
by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, S8 2501 provide a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe
that all CPAs participate in a peer review process or practice monitoring program to ensure

~ 'hat those statements comply with established professional standards.
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Thursday, March 25, 2010 9:30 AM
FINTestimony
ntachida@horwathkam.com
Testimony for 5B2501 on 3/26/2010 12:00:00 PM

Testimony for FIN 3/26/2010 12:00:00 PM S82501

Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: Naoko Tachida
Organization: Individual
Address: 3814 Pukalani Place Honolulu, HI 96816
Phone:
E-mail: ntachida@horwathkam.com
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued
by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, S8 2501 provide a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe
that all CPAs participate in a peer review process or practice monitoring program to ensure

~ :hat those statements comply with established professional standards.
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Conference room: 368
Testifier position: support
Testifier will be present: No
Submitted by: Vinen Huang
Organization: Individual
Address: 633 Nalanui Street, Apt #366 Honolulu, HI 96817
Phone:
E-mail: shuang@horwathkam.com
Submitted on: 3/2S/2616

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued
by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, SB 2S61 provide a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe
that all CPAs participate in a peer review process or practice monitoring program to ensure

~_ 'hat those statements comply with established professional standards.
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Testimony for 882501 on 3/26/201012:00:00 PM
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Conference room: 308
Testifier position: support
Testifier will be, present: No
Submitted by: Yumi Morinaga
Organization: Individual
Address: 1655 Makaloa Street, APT. 1714 Honolulu, HI 96814
Phone:
E-mail: ymorinaga@horwathkam.com
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued
by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, SB 2S01 provide a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe
that all CPAs participate in a peer review process or practice monitoring program to ensure

~. "hat those statements comply with established professional standards.
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Conference room: 308
Testifier position: support
Testifier will be present: No
Submitted by: Marie Lou Cortez
Organization: Individual
Address: 91-8S2 Keakaula Place Ewa Beach, HI
Phone:
E-mail: mcortez@horwathkam.com
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued
by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, SB 2501 provide a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe

C
," that all CPAs participate in a peer review process or practice monitoring program to ensure
_ :hat those statements comply with established professional standards.
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Address: 7ee Bishop St Ste i7ee Honolulu, HI
Phone: seS-524-sese
E-mail: jhatakenaka@horwathkam.com
Submitted on: 3/25/2eie

Comments:
I strongly support the mandatory peer review requirements for CPAs. I support the mandatory
peer review requirement in order for financial statements prepared and issued by CPAs in the
state of Hawaii to be uniformly prepared in accordance with established professional
standards. Most importantly, SB 25ei provides a greater level of confidence to the users of
the financial statements.
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Submitted by: Ryosuke Tsuji
Organization: Individual
Address: 6710 Hawaii Kai Or. #814 Honolulu, HI 96825
Phone: 808-395-7077
E-mail: tsujir@hawaiiantel.net
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued
by CPAs in the State of Hawaii are uniformly prepared in accordance.with established
professional standards. Most importantly, 58 2501 provide a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe

C.
.that all CPAs participate in a peer review process or practice monitoring program to ensure

:hat those statements comply with established professional standards.
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Submitted by: Lisa Yoza
Organization: Individual
Address: 98-1401 Kamahao St., #175 Pearl City, HI 96782
Phone:
E-mail: meeyo@hotmail.com
Submitted on: 3/25/2010

Comments:
I strongly support the mandatory peer review requirement for CPAs. I support the mandatory
peer review in order to provide a level of assurance that financial statements prepared and
issued by CPAs in the State of Hawaii are uniformly prepared in accordance with established
professional standards. Most importantly, SB 2501 provides a greater level of confidence to
the public and users of such financial statements, who currently, but incorrectly, believe
that all CPAs participate in a peer review process or practice monitoring program to ensure

( 'hat those statements comply with established professional standards.
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Before the House Committee on Finance

Friday, March 26, 2010
12:00 p.m.

Conference Room 308

Testimony of Tom Herman

In Support of S6 2501, 501, HOi
Relating to Public Accountancy

Chair Oshiro, Vice Chair Lee and Committee Members:

I strongly support the mandatory peer review requirement for CPAs. I support mandatory peer
review in order to provide a level of assurance that financial statements prepared and issued by
CPAs in the State of Hawaii are uniformly prepared in accordance with established professional
standards.

The benefits of mandatory peer review program will: (1) improve the quality of the financial
statements being prepared and issued by CPAs in the State of Hawaii; (2) enhance the
creditability and reliability of financial statements prepared and issued by CPAs in the State of
Hawaii; (3) most importantly, better protect the unsuspecting public and users of such financial
statements, who incorrectly believe that all CPAs participate in a peer review or practice
monitoring program to ensure that they comply with established professional standards; and (4)
place CPAs who prepare and issue financials statements in the State of Hawaii on an equal
playing field and enl1ance their competitiveness.

For the above reasons, I urge you to support mandatory peer review for CPAs as it wili provide
the pUblic With an improved level of assurance that CPA-prepared financial slatements are
prepared pursuant to uniform professional standards and fulfill the public's expectations.
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Dear Chair Oshiro, Vice-Chair Lee and Committee Members:

As an accounting educator, I strongly support the mandatory peer review requirement for CPAs.
I support mandatory peer review in order to provide a level of assurance that financial
statements prepared and issued by CPAs in the State of Hawaii are uniformly prepared in
accordance with established professional standards.

Additionally, I support mandatory peer review, which has been mandatory since 1988 for a
majority of practicing CPAs who prepare and issue financial statements in the State of Hawaii
and are members of the American Institute of Certified Public Accountants ("AICPA"), as the
current national debate is not whether peer review should be mandatory but should the peer
review findings be made transparent and disclosed to better inform and protect the public's
interest similar to the review results of the Public Company Oversight Accounting Board
("PCAOB") created under the Sarbanes-Oxley Act for publicly-held companies.

The benefits of mandatory peer review program will: (1) improve the quality of the financial
statements being prepared and issued by CPAs in the State of Hawaii; (2) enhance the
creditability and reliability of financial statements prepared and issued by CPAs in the State of
Hawaii; (3) most importantly, better protect us, the unsuspecting public and users of such
financial statements, who incorrectly believe that all CPAs participate in a peer review or
practice monitoring program to ensure that they comply with established professional standards;
and (4) place ·CPAs who prepare and issue financials statements in the State of Hawaii on an
equal playing field and enhance their competitiveness.

For the above reasons, I urge you to support mandatory peer review for CPAs as it will provide
the public with an improved level of assurance that CPA-prepared financial statements are
prepared pursuant to uniform professional standards and fulfill the public's expectations.

Respectfully,
Thomas C. Pearson
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Chair Oshiro, Vice Chair Lee, and Committee Members:

I believe that It is Important for Hawaii to have a mandatory peer review system. Peer review
strengthens tile quali1y ofthe audit and attest services provided by CPA firms, protecting those WilD
purchase such services and tllOse who use the financial statements I'esultlng from such services.

. Peer review also provides for continuous quality improvements as CPAs make changes to their
processes to improve the quality of their work.

Currentiy, over 30,000 CPA firms, including the four multlstate firms with offices in Hawaii.
participate In the American Institute of Certified Public Accountants peer review program (" AICPA
PRP"), The 45 states 'ijith mandatory peer review have determined that participation In the AICPA
PRP is sufficientto meet each state's specific requirement. Under tile provisions oftM AICPA PRP,
ali offices of a multistate finn must be inclUded in the scope of the firm's peer review. However,
because peer review is focused on high-riSk engagements, there is no requirement for every office of
a multistate firm to be Inspected during each three-year review cycle.

A requirement that the Hawaii office of a multistate firm be inspected during a peer review would be
contrary to the risk-based AICPA PRP process, and would impose extra compiiance burdens on CPA
firms which are subject to peer review in multiple jurisdictions. Currentiy, no state requires that a
peer review specifically address one or more of a firm's in-state offices as a condition of satisfying

the state's peer review program. In addition, tills requirement would create a significant cost to and
burden on the State Board of Public Accountancy by requiring it to develop two peer review programs
- an office peer review program covering only the four multistate firms in Hawaii and a firm peer
review program covering the rest of the CPA firms in the state. This requirement sho\)ldnot be a
condition of peer review in Hawaii.

Thank you for the opportunity to testify.




