NEIL ABERCROMBIE
GOVERNOR

To:

DWIGHT Y. TAKAMINE
DIRECTOR

AUDREY HIDANO
DEPUTY DIRECTOR

STATE OF HAWAII

DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS
830 PUNCHBOWL STREET, ROOM 321
HONOLULUY, HAWAII 96813
www.hawaii.govilabor

April 3, 2012

The Honorable Marcus R. Oshiro, Chair,
The Honorable Marilyn B. Lee, Vice Chair; and
Members of the House Commiittee on Finance

Date: Tuesday, April 3, 2012
Time: 5:00 p.m.
Place:  Conference Room 308, State Capitol

From: Dwight Y. Takamine, Director

Department of Labor and Industrial Relations (DLIR)

Re: SB2739 SD2HD1 RELATING TO THE SMALL
BUSINESS REGULATORY REVIEW BOARD

OVERVIEW OF PROPOSED LEGISLATION

v Authorizes the Small Business Regulatory Review Board (SBRRB) to
potentially conduct an additional public hearing on a rule change when a
rulemaking agency does not make changes requested by public input at a
public hearing and the agency’s small business statement is inconsistent with
its determination or does not address the concern raised at the public hearing.

The DLIR opposes SB2739 SD2HD1.

COMMENTS ON THE SENATE BILL
Overall, this proposal adds additional costs and responsibilities to the department
without providing the commensurate resources to carry out the measure’s purpose.

The department continues to struggle with meeting its rulemaking responsibilities and
the requirement in the measure will exacerbate the situation.

The DLIR believes that the current rulemaking process already provides sufficient
review of agency rules with respect to small businesses. Hawaii Revised Statutes,
(HRS) Section 91-6 and Section 201M-6 permits an affected party to file a petition to.

amend or repeal a rule with an agency and requires the agency to respond in 30
days.

The public interest is not served by adding additional responsibilities to the

departments without resources and adding more “red tape” to the already lengthy
rulemaking process.
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TESTIMONY ON SENATE BILL NO. 2739, S.D. 2, H.D. 1 —- RELATING TO THE
SMALL BUSINESS REGULATORY REVIEW BOARD.

TO THE HONORABLE MARCUS R. OSHI-RO, CHAIR, AND MEMBERS OF THE
COMMITTEE:

My name is Keali’i Lopez and | am the Director of the Departiment of Commerce
and Consumer Affairs (DCCA). DCCA appreciates the opportunity to testify in
opposition to this bilt.

The purpose of this bill is to authorize the Small Business Regulatory Review
Board to require an agency to conduct another hearing on a rule change when the
rulemaking agency declines to make changes requested at the first hearing and the.
agency’s small business statement, submitted after the hearing, does not address the
concern raised at the first hearing. The language of this draft is identical to House Bill
No. 2268, H.D. 2 that was held by the Senate Committee on Economic Development

and Technology on March 14.
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While the Department recognizes the importance of an inclusive and transparent
rulemaking process that duly considers comments from all interested parties, there are
adequate protections in Haw. Rev. Stat. 91-3(a), 91-6 and 201M-6 to address the
concerns a person may have about a proposed rule. In particular, 201M-6 allows an
affected party to file a petition to amend or repeal a ruie.

Also, requiring a second hearing will unnecessarily lengthen an already lengthy

process and further raise the cost of implementing or revising rules.



NEIL ABERCROMBIE
GOVERNOR

AL S
DEPARTMENT OF BUSINESS,  ARY ALIGE Evan
ECONOMIC DEVELOPMENT & TOURISM DEPUTY DIREGTOR
No, 1 Capitol District Building, 250 South Hotel Street, 5th Floor, Honalulu, Hawaii 96813 Telephone: (808} 586-2355
Mailing Address: P.O. Box 2359, Honolulu, Hawaii 96804 Fax: (808) 586-2377

Web site: www.hawaii.gov/dbedt

Statement of
RICHARD C. LIM
Director
Department of Business, Economic Development, and Tourism
before the
HOUSE COMMITTEE ON FINANCE
Tuesday, April 3, 2012
5:00 PM
State Capitol, Conference Room 308
In consideration of
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Chair Oshiro, Vice Chair Lee, and Members of the House Committee on Finance.
The Department of Business, Economic Development, and Tourism offers
comments on SB 2739 SD2 HD1. The bill authorizes the small business regulatory
review board to require an agency to conduct another public hearing on a rule change
when the rulemaking agency declines to make changes requested at the first hearing
- and the agency's small business statement, submitted after the hearing, indicates
inconsistency with its earlier determination or does not address the public's concerns.
The language in the proposed amendment could reasonably be subject to
interpretation and may increase the time that it takes to get a proposed rule or rule -
change adopted. Currently, the Governor has the authority to require departments to
hold additional public hearings on proposed rules and rule amendments prior to

adoption of the final rule.

Thank you for the opportunity to testify on this measure.
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HOUSE COMMITTEE ON FINANCE
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Room 308, State Capitol

In consideration of
S.B. 2739,5.D.2,H.D. 1
RELATING TO THE SMALL BUSINESS REGULATORY REVIEW BOARD.

S.B. 2739, S.D. 2, H.D. 1 authorizes the Small Business Regulatory Review Board
(SBRRB) to supersede an agency's determination on proposed administrative rules.
HHFDC, therefore, opposes the H.D. 1 and prefers the bill as originally introduced.

The H.D. 1 empowers the SBRRB with the ability to require State agencies to conduct a
second public hearing if, in its sole discretion, it finds that the agency did not address
public input in the proposed rule. HHFDC is concerned that this is inappropriate, and will
add significant costs and delays to the rulemaking process.

The current rulemaking process already requires State agencies to conduct a second
public hearing on rules that include substantive amendments following the initial public
hearing. And, if an agency's decision is to proceed with the existing rule draft without
amendment after taking into account pubiic input at the initial public hearing, a second
public hearing is not likely to have any effect other than to waste time and money. We
also note that under current law, the public, including owners of small businesses,
already have the ability to petition an agency for the adoption, repeal, or amendment of
any rule.

Thank you for the opportunity to provide written comments on this bill.
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To: The Honorable Marcus Oshiro, Chair,
and Members of the House Committee on Finance
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From: Frederick D, Pablo, Director
Department of Taxation

Re: 8.B. 2739 8.D. 2, HD1 Relating to the Small Business Regulatory Review Board

The Department of Taxation (Department) appreciates the intent of SB2739 S.D. 2
H.D.1, but the Department cannot support delegating authority to hold additional public hearings
over matters governed by the Department under Title 14 of the Hawaii Revised Statutes to a
voluntary Board which is neither administratively attached to the Department, nor has subject
matter expertise in taxation.

S.B. 2739 5.D. 2 H.D.1, authorizes the small business regulatory review board to require
an agency to conduct another public hearing on a rule change when the rulemaking agency
declines to make changes requested at the first hearing and the agency's small business
statement, submitted after the hearing, indicates inconsistency with its earlier determination or
does not address the public's concerns.

The Department appreciates the need for public hearings when contemplating adoption of
new administrative rules. However, we are hesitant in granting a voluntary review Board the
authority to intercede in the Department's rule-making process and require an additional public
hearing if the Department "...does not address the concerns of public input."

'The Department's need for administrative rules usually arises when the Department is
attempting to address noncompliance by certain segments of the public. For the most part, this
will likely insure that there will be taxpayers opposed to the Department's adoption of
administrative rules, regardless of whether the proposed rules are fair and consistent with the
statutes. In other words, the Department will likely always have taxpayers who say that we
didn't address their concerns.
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For this reason, the Department is concerned that the language of subsection (b) in
section 2 of the bill, "does not address the concerns of public input" is too broad and subjective a
reason for requiring additional public hearings. Moreover, tax-related rules are not easily '
understood by non-practitioners. We are concerned that these volunteers may be making an
assessment regarding whether we addressed the concerns of taxpayers without sufficient
understanding of tax policy or practice. As a result, this additional hearing process could become
unduly burdensome for the Department.

Thank you for the opportunity to provide comments.
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Hearing: Tuesday, April 3, 2012; 5:00 p.m.
Conference Room 308, State Capitol

PURPOSE: The purpose of this bill is to authorize the Small Business Regulatory
Review Board to require an agency to conduct another public hearing on a rule change
when the rulemaking agency declines to make changes requested at the first hearing
and the agency's small business statement, submitted after the hearing, indicates

inconsistency with its earlier determination or does not address the public's concerns.

DEPARTMENT’S POSITION: The Department of Human Services (DHS)

opposes this bill. This measure to allow the Small Business Regulatory Review Board
(SBRRB) to require a second hearing if the SBRRB determines that concerns raised at a
public hearir;g were not adequately addressed is unnecessary. The public interest is not
served by adding another layer of "red tape" when government should be seeking to
streamline its processes. There are sufﬁc;ient protections in the existing Chapter 91-3(a),
Hawait ﬁeVised Statutes (HRS), to address the concerns of a party who feels that a rule

should be adopted, amended or repealed. In addition, HRS Section 91-6 and HRS
AN EQUAL OPPORTUNITY AGENCY



Section 20.1 M-6 allow an affected party to file a petition to amend or repeal a rule with an
agency that must be responded o in thirty days.

Finally, the Governor already has the authority to require departments to hold
additional public hearings on proposed rules or rules changes beforé the final rules are
adopted.

Requiring a second public hearing will impede agencies' ability to impiement on a
timely basis, Federal and State statutes governing their programs. Delay in
implementation could mean loss of Federal dollars to the State for non-compliance. The
vague criteria language of this bill would give the SBRRB the authority to indefinitely
delay the adoption and implementation of administrative rules.

Additionally, there will be cost implications for agencies if they are required to hold
a second hearing. |

Thank you for the opportunity to provide testimony on this bill.

AN EQUAL OPPORTUNITY AGENCY
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Room 308, Hawaii State Capitol

In consideration of
Senate Bill 2739, House Draft 1
Relating to the Small Business Regulatory Review Board

Honorable Chair and Members of the House Committee on Finance, thank you for the
opportunity to provide you with comments regarding Senate Bill 2739, as amended by
House Draft 1, relating to the Small Business Regulatory Review Board.

The Hawaii Public Housing Authority (HPHA) strongly opposes enactment of this
measure, which would amend Section 201M-3, Hawaii Revised Statutes (HRS), to allow
the Small Business Regulatory Review Board (SBRRB) to require an agency to hold
additional public hearings if, in its discretion, the public requests a change to a proposed
administrative rule that affects small business and the SBRRB disagrees with the
agency's statement of reasons for adopting the proposed rule without the requested
change. :

Such a statutory amendment would exacerbate the already onerous administrative
process involved under Chapter 91 rulemaking. This process adequately provides for
public input in all steps of the process of an agency rulemaking action. The public is
already open to participate in Board or Commission deliberations on proposed rules and
by Executive order, all proposed rulemaking actions go to the SBRRB prior to
Governor's approval to go to public hearing. Then, there is a minimum 30-day public
review and comment period culminating in public hearing. Finally, most proposed rules
would be then brought back to the agency’s Board or Commission for final approval,
which provides additional opportunity for public input.

The measure as currently drafted is dramatically different from the original
Administration draft of the bill. It represents a major expansion of power to the SBRRB
that is not necessary to protect the interests of smail business, and which could add
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additional delays to an already extended period of time. Any concerns with the process
of administrative rulemaking should be addressed by examining Chapter 91, not by the
expansion of the powers of the SBRRB far beyond that which was originally intended for
the Board.

The HPHA appreciates the opportunity to provide the House Committee on Finance
with the agency’s position regarding S.B. 2739, H.D. 1. We respectfully request the
Committee to hold this measure, and we thank you very much for your dedicated
support.
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SENATE BILL NO. 2738, SD2 HD1
RELATING TO THE SMALL BUSINESS REGULATORY REVIEW BOARD

Chairperson Oshiro and Members of the Commiittee:

Thank you for the opportunity to testify on Senate Bill No. 2739, SD 2 HD1. The
purpose of this bill is to authorize the small business regulatory review board to require an
agency to conduct another public hearing on a rule change when the rulemaking agency
declines to make changes requested at the first hearing and the small business statement post
public hearing indicates inconsistency with the earlier determination or does not address the

public's concerns. The department opposes the bill.

The Department believes that the current rulemaking process provides sufficient review
of agency rules with respect to small businesses. This bill would increase the time required for
the already lengthy rulemaking process resulting in increased costs and a decrease in

efficiency.

Thank you for the opportunity to submit testimony.



AEFIL AR 1F

HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS
Organized August 7, 1943
P.O. BOX 61043
HONOLULU, HAWAII 96839

. ;‘;i\ ]
T'.‘&',f

i

Before the House Committee on Finance
Tuesday, April 3, 2012 at 5:00 p.m.

Conference Room 308

Re: Support for SB2739, SD2, HD1

Chair Marcus R. Oshiro, Vice Chair Marilyn B. Lee, and Committee Members:

1 am the State President of the Hawaii Association of Public Accountants (HAPA).
HAPA is a state-wide organization with chapters in all of Hawaii's counties. 1 am also a
licensed CPA and a principal in the firm Niwao & Roberts, Certified Public Accountants,
a Professional Corporation, located on Maui.

HAPA strongly supports SB2739, SD2, HD1 because it addresses a long-festering
problem in the procedures of how Hawaii's boards develop Hawaii Administrative Rules.
In short, SB2738, SD2, HD1 provides an answer to the question, “What can be done to
ensure transparency in governmental decision making and io ensure that the voices of
concerned citizens are heard when a board inadvertently or intentionally bends proce-
dural rules or worse, goes roque?”

For many years, HAPA has shared with a number of State Senators and Representa-
tives our frustration with the State Board of Public Accountancy over how that Board
develops and implements administrative rules. Over and over, substantive discussions
and decision making by the Board appear to have been conducted in executive ses-
sions rather than in public meetings. Moreover, the minutes of the Board's public meet-
ings too often differ substantially from the recollections and contemporaneous notes
taken by HAPA representatives present at the public meetings. As a resuit, HAPA regu-
larly makes audio recordings of the Board’s public hearings and meetings to document.
our concerns.

When members of the public submit written testimony at a public hearing of the Board
of Public Accountancy, this written testimony is only available to the public in redacted
format through a formal Office of Information Practices (OIP) request. This is not cor-
rect. Furthermore, when the public raises objections to or makes recommendations for
changes to proposed administrative rules, those objections and recommendations are
all too often either ignored until a formal complaint is filed, or glossed over after the
Board’s hands have been caught in the cookie jar. Time;and again, HAPA has been
told that its only remedy is to file a lawsuit against the Board.



SB2739, SD2, HD1 provides a common sense solution to this problem outside of
expensive litigation by giving the Small Business Regulatory Review Board the power to
send proposed rules back for a second public hearing when the Small Business
Statement provided to it is inconsistent with any of the agency’s determinations under
section 201M-2(b) or does not address the concerns of public input.

To demonstrate why SB2739, SD2, HD1 is needed, the following documents are
included as part of this testimony to show what recently transpired with the Board of
Public Accountancy when it amended HAR 16-71-21(e).

s Letter from the Small Business Regulatory Review Board to Governor Neil
Abercrombie, dated December 13, 2011.

o Letter from HAPA to the Small Business Regulatory Review Board, dated
December 6, 2011.

o Letter from HAPA to the Small Business Regulatory Review Board, dated
October 10, 2011.

e HAPA's written testimony to the Board of Public Accountancy, dated October 5,
2011, concerning the Board's proposed repeal of HAR 16-71-21(e).

o Written transcript of the audio recording of the Board of Public Accountancy's
October 7, 2011 public meeting that followed the public hearing held earlier that
same day regarding the proposed repeal of HAR 16-71-21(e).

» The Board of Public Accountancy's response to HAPA's formal OIP request for
copies of all of the written testimony received for the Board's public hearing on
October 7, 2011, including redacted copies of the testimonies received.

Collectively, the above represent one case study in the Board of Public Accountancy's
disregard for the spirit and letter of Hawaii's administrative rule making procedures.
HAPA can provide other case studies upon request.

In closing, HAPA urges you to support SB2739, SD2, HD1 as a common sense solution
to a problem that has gene on far too long. Thank you for this opportunity to testify.

Respectfully submitted,

JA 2 i

John W. Roberts, M.B.A., CPA
HAPA State President
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SMALL BUSINESS REGULATORY REVIEW BOARD
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Department of Business, Econoniic Development & Tourism
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Mailing Address: P.O. Box 2359, Honolulu, Hawaii Y6804

MEMORANDUM

TO: Governor Neil Abercrombie

“'SA""VM \.f"'- i}é’-l. .
Sharon L. Pang, Chairperson J
Small Business Regulatory Review Board

FROM:

DATE: Dacember 13, 2011

SUBJECT: Correspondence dated Oclober 10, 2011, from John W. Robarts,
M.B.A., CPA, President of Hawaii Association of Public
Accountants (HAPA), regarding “Board of Public Accountancy
Meeting on October 7, 2011 and the Repeal of HAR 16-71-21(e)

As you are aware, the Small Business Regulatory Review Board (Review Board)
provides recommendations to State and County agencies on proposed rules and
proposed rule amendments, pursuant to Chapter 201M, MRS, and the Governor's
Administrative Directive No. 09-01,

At its December 7, 2011 board meeting, the Review Board members met with Mr.
John W, Roberts, State HAPA President regarding the above-captioned
correspondence (see attached). Alsc in attendance were Mr. Nelson Lau, Member
of the State’s Board of Public Accountancy, and Ms. Laureen Kai, Executive Director
for the Board of Public Accountancy at Department of Commerce and Consumer
Affairs (DCCA).

To date, despite the public hearing being held on October 7, 2011, in regards to the
repeal of HAR Subsection 16-71-21(e}, the Review Board has not received a “small
business statement after public hearing,” pursuant to Chapter 201M-3, HRS. Based
on this and other factors discussed in the mesting, please be advised that the
Review Board is disappointed in the Board of Accountancy's handling of the overall
rule review process. In addition, the Review Board recommends that, going forward,
there be more cooperation and collaboration between the Board of Accountancy and
the stakeholders.

Enclosure (October 10, 2011 Correspondence)

c: Mr. John W. Roberts, HAPA Stale President
Keali'i S. Lopez, Director, DCCA
Laureen M. Kai, Executive Officer, DCCA
Neison Lau, Member, Board of Public Accountancy
Charles Au, Review Board Discussion Leader
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December 6, 2011

Sharon L. Pang, Chair,

Charles K.H. Au, First Vice Chair,

and Members of the

Small Business Regulatory Review Board
P.O. Box 2359

Honoluiu, Hawaii 96804

Re: Board of Public Accountancy Meeting on October 7, 2011
and the Repeal of HAR 16-71-21(e)

Dear Chair Pang, First Vice Chair Au, and Members of the Board:

Further to my letter to you dated October 10, 2011, | am enclesing a transcript of the
portion of the public meeting of the Board of Public Accountancy (BOPA) pertaining to
HAR 16-71-21(e) held on October 7, 2011. This transcript is based on an audio record-
ing that | made of the entire public meeting as well as the BOPA public hearing held
earlier that same day. The Hawaii Association of Public Accountants (HAPA) routinely
records BOPA public meetings because minutes in the past were not accurately taken.

| believe that the audio recording corroborates the following points made in my earlier
letter to you.

1. The written testimony received regarding the proposed amendment was not read
into the record. Furthermore, neither the names of those who submitted written
testimony nor the number of testimonies received for and against amending HAR
16-71-21(e) were disclosed. This was not done until the November 2011 BOPA
public meeting after the BOPA leamed of HAPA's complaint.

2. The objections raised in both written and oral testimony were not addressed.
Again, these objections were not disclosed until the November 2011 BOPA

public meeting, where some points were made 1o try to justify the BOPA's deci-
sion.



3. Copies of the written testimony received were not made available to the public
except through a formal OIP request. HAPA subsequently made a written OIP
request and received one set of copies of written testimony redacted for certain
information (see attached).

In addition, the audio recording and related transcript also raise the following more
disturbing question concerning the BOPA not following OIP rules regarding public
meetings.

- When and where did the BOPA actually hold substantive public discussions to
consider the oral and written testimony received regarding HAR 16-71-21(e),
some of which was lengthy and highly-technical?

As noted in the transcript, Chairperson Thomas Ueno opened the subject of HAR 16-
71-21(e) by providing a long oral summary of . . . what the Board has been talking uh
about on this particular issue. . ." This is interesting because the only BOPA member
who actually spoke on HAR 16-71-21(e) after the motion was made and before the vote
was Craig K. Hirai, who stated, “Yes, um, } am going toc vote no. Um, | believe that
licensees should have continuing education, so | am going to vote no.”

When asked whether the BOPA was going to explain why it voted for the amendment
and address the concemns of those who submitted testimony against it, Chairperson
Ueno stated that is what he was attempting to do in his opening remarks before a
motion to amend HAR 16-71-21(g) had even been made. Similarly, after the formal
vote, Executive Officer Laureen Kai stated, "Uh, also the discussion did center on that
the board members felt very strongly that the adverse impact on expacted applicants
was significant enough that um . . . this rule change was necessary. . . uh, that's all |
have.” | nor any of my HAPA colleagues who attended the BOPA meetings can recall
any substantive Board discussion on the subject.

I will be attending the public meeting of the Small Business Reguiatory Review Board
on December 7, 2011. At that time, | will be avaitable to answer questions as well as
provide a CD containing the audio recordings of the BOPA public hearing and public
mesting held on October 7, 2011 on the amendment of HAR 16-71-21(e).



Thank you for your consideration and assistanice in this matter.

Very truly yours,

%WW

John W. Roberts, M.B.A., CPA
HAPA State President

Enclosure: HAPA Letter Dated October 10, 2011.
Transcript of portion of BOPA public meeting pertaining to
HAR 16-71-21(e) on October 7, 2011.
Copy of Written Testimonies.

ce:  Senalor Rosalyn H. Baker
Representative Robert N. Herkes
Representative Isaac W. Choy
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CQctober 10, 2011

Sharon L. Pang, Chair,

Charlas K.H. Au, First Vice Chair,

and Membaers of the

Small Business Regulatory Review Board
P.O. Box 2358

Honolulu, Hawail 96804

Re: Board of Public Accountancy Meeling on October 7, 2011
and the Repeal of HAR 18-71-21(e)

Dear Chair Pang, First Vice Chair Au, and Members of the Board:

The Hawaii Association of Public Accountants (HAPA) believes that the Hawaii Board of
Public Accountancy (BOPA), at its mesling on October 7, 2011, violaled Hawaii's Small
Business Bill of Rights. HAPA requests that the Small Business Regulatory Review
Board review the substance and procedure of BOPA's decision to amend Hawali Ad-
ministrative Rule {HAR) Subsection 16-71-21(e) to determins whether the Small Busi-
ness Bill of Rights was violated and to take appropriate action.

HAPA belleves that the Small Business Blll of Rights was violated for the following rea-
sons: '

1. The repeal of HAR Subsaction 16-71-21(e} in itself violates sactions Il and IV of
the Bill of Rights. See HAPA's altached written testimony.

2. The violation of Iimportant procedures at the BOPA hearing also violated the Bill
of Rights, including:

a. Failure to read into the record or even acknowledge any of the written tes-
timony recelved at the hearing.

b. Fallure to addrass the objections raised in both written and oral testimony.

c. Faillure to make available written copies of the lestimony recelved except
through a formal Office of Information Practices request.



Should you have questicns or require additional information, you may telaphone me at
(808) 242-4600 ext. 223., e-mall me at hapapresident@aol.com, or write me care of
2145 Wells Straet, Suite 402, Wailuku, HI 96793.

Thank you for your consideration and assistance in this matter.

Very truly yours,

»

John W. Roberts, M.B.A., CPA
MAPA State Prasident

Enclosure: HAPA Written Testimony on the Proposed Repeal of HAR Subsection
16-71-21(e)

cc: The Honorable Isaac W. Choy,
State Reprasentative, District 24



NIFR o35 d

HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS

Crganized August 7, 1943
P.O. BOX 61043
HONCLULU, HAWAII 86833

Cctober 5, 2011

Thomas T. Ueno, CPA, Chalrperson, Kent K. Tsukamoto, CPA, Vice Chalrparson,
and Membars of the Board of Public Accountancy

Professional and Vocational Licensing Division

Department of Commerce and Consumer Affairs

335 Merchant Street, Room 320

Honolulu, Hawali 96813

Re: Testimony In opposition of proposed amendment to repeal
HAR Subsection 18-71-21{e) requiring a supervising CPA to hold a
perr:lt to practice dnﬂng the peried of supervision of a new CPA
candidate.

Dear Chairperson Ueno, Vice-Chalrperson Tsukamoto, and Members of the Board:
The board of directors of the Hawalii Association of Public Accountants (HAPA) opposes
the proposed amendment to repeal HAR Subsection 16-71-21(e) because the repeal
wouid resuit in CPA license-only holders violaling:

1. HRS §4686-10 Prohibited Acls.
2. The ethical standards promulgated by the American Institute of Certified Public

Accountants (AICPA), an Integral part of the regulatory framework for CPAs in
Hawaii under HRS §4368B-18, including:

a. ET Seclion 53 - Article Il The Public Interest: and
b. ET Seclion §6 - Article V - Due Care.
3. Common sensa.

Furiharmora, the repeal of HAR Subsection 16-71-21(e) would in itself violale sections Il
and IV of the Hawaii Small Businass Bill of Rights.



Basad on these resulting violations of Hawail Revised Statutas, AIGPA Ethical Standards,
and Hawali's Small Business Bl of Rights, HAPA urges the Board of Public Accountancy
to reconsider lis postilon and withdraw its proposed amendment to repeal HAR Subsection
16-74-21(e). The following presents HAPA's concems in more detall.

HRS ih :

HRS §468-10 defines tha legal uss of the {iles “cariifiad public accouniant” and "CPA." As
ghown below, HRS §486-10 (1) clearly siates that a parson must hold bath a current
license and a current permil to praclice in order to legally use the tile or designation
“cortified public accountant” or "CPA.”

"Excapt as olhalwiae pmvidad in aubsadlnn (d) of this sacilon. o person shall

QM,'_C_E&, or any olhar tiﬂe daalnnatlon. wnrds. Ietters. sign, card, or
device Iikely to be confused with “centified public accountant” or "CPA" or tending to
Indicate lhat the pamn is a cerlified public accountant, ymgs;_s_m__geggg_hg_@_
3096 jod public accountant issued under this chapter and a curr,
P_EEB.LM qued under Ihls chapler (emphasis added),"”

One of the cora Issuos related to the use of professional tiles or dasignations “certified
public accountant” and “CPA”" (s the apressntation of special knowledns. This Issue is

specifically and clearly addressed In detall In HRS §488-10 (c) {1) below.

SCH'S IAMS or any tmde or assumed nama used by
tha pamn In tho pemon's pmlaadon or busmus m_ny_qgm;l_nmmm

femphagls acded)”

in light of the above, HAPA belleves that repsaling HAR Subsection 16-71-21(e) and
allowing a porson without a curren! license gand a cuyent parmit 1o praclics to attest to the
emﬂrg?a)mqmmmsm of a new CPA candidate is a prohibited act thal violatas HRS
§488-10 (c).



19 and CPA Ethical 8! :

HRS §436B-19 (9) specifies the grounds for revacation, suspension, renewal, restoration,
denial, or condition of licenses. It says:

~. . . In addition to any other acis or conditlons provided by law, the licensing
authority may refuse to renew, reinsiats or restore or may deny, revoke, suspend,
or conditlon In any mannar, any license for any one or mors of the following acts or
conditions on the part of the licensee or the applicant tharect:

(8) Conduct or practica contrary lo recoqnized standapds of ethics for the
bNS ation (emphasis addesd),”

Given that the AICPA Principles of the Coda of Profassional Conduct for CPAs, 8lso
known as the Coda of Ethica! (ET) Standards, are universally recognized as the standards
of ethics for CPAs in Hawall regardiess of whether a Hawall CPA license or pemmit holder
Is a member of tha AICPA, any changes to the Hawall Administrative Rules must not
contradict or place a CPA license or permil holder In & position where he or she would
violats any of the AICPA ET Standards. The repeal of HAR Subsection 16-71-21(e),
however, would create pracisely this contradiction/violation.

ET Saction 83 -
ET §53.01 siates:

"A dial MAIK I8N IS ACCADIE : {
public, The accounting profession’s public consists of clients, credit grantors,
govemnments, employers, investors, the business and financial community, and
others who rely on the objectivity and Integrity of certified public accountants to
maintaln the orderly functioning of commerce. This rellance imposes a public
Interss! responaibliity on certified public accountants. The public Interast is deflined
as the collective well-baing of the community of people and Institulions the
profasaion serves (emphasis added).”

ET §53.04 further states:

With respect to the centification of work experience of CPA candidates, ET §53 obligates
supervisors of CPA candidales to accept their responsibility (o the public and saek
continually to demonstrate their dedication to professional axcellance. In other words,
supervisors ceilllying the experience of CPA candidates have an obligation lo the public to
remain technically current themasives through conlinuing professional education. CPA
pe:mit holders maat this standard; CPA license holders do not.

3



lon 88 -~ Dhua Care;

ET §58.02 states:

‘ Fe91vad a SYNnNes:s of 84 B :
with a mastery of the common body of knowledge required for designation as
certified public accountant. m&mlmn!‘mmm_mm

en I

DIagsi Avamae R !
throughout 8 mamber's profeasions life. It is 8 membar's Individual responsibiiity.
In all engagemaents and in all responsibiiiies, each member should undertake to
achieve a level of competenca that will assure that the quality of the member's
services mests the high lavel of professicnal required by these Principles (emphasls
added).” : _ -

A CPA licenses who falis to obtain continulng professional education (CPE) is not likely to
be competent. Furthermore, that CPA licenaee without CPE does nol serve the public
trust by attesiing to the expariienca requirement of a CPA candidate under his or her
supsrvision If the HRS requires “iwo years of professional experience in public
accountancy practice o its equivalant In private industry and govemment (emphasis
added).” The very naturs of public accountancy practice damands that CPAs in public
accountancy praclice be current with continuing professional aducation by raquiring CPAs
in public practice to oblain a parmit to practice. The pamit to practice imposes on a CPA
licensee the obligation to obtain 80 hours of professional continuing education evary two

On-the-job training and supervision of CPA candidates Is a professiona! aclivily that
damands the supervisor maintain current technical and ather profassional knowledgs,
which Is normally obtained by continulng professional education currenlly not required of
CPA licansees. Ina profession where on-the-job tralning [s critica), it Is just that simpls.

Hawali Small Busineas Bill of Rights:

The proposed change to HAR 16-71-21(e) violates two rights of local CPA firms as
described in the Hawall Small Business 8t of Rights. They are {underiinad emphasis
added balow):



atory and record keeping

__m wllh eaany aecmibta lnfonnal!on and administrative rules in as
clear and conclee language as is practicable, Including the posting of all
proposad administrative rule changes on the Intemet website of the office of
the lleutarant govemor.

. with reasonable access fo state

Stable and Pradictable Regulatory Environment: HAR 16-71-21(e) as cumantly written
was adopted after the customary nule making and public hearing procass. The pros and
cons of HAR 16-71-21(e) were discussed at length by staksholders at Board of Public
Accountancy public meatings over the course of approximately a year and carefully
conslderad by the previous Board of Publiz Aceountancy before baing adoptad for the
protection of Hawail's consumers in Januery 2010. The Implementation of the rule
requiring parmit hotders (not license holders) to attest to the work experience of CPA
candidates was dsiayed for approximately two years to provide time to accommodate CPA
candidates and their employers impacted by this rule.

Now, just before HAR 168-71-21(e) is to take effect on January 1, 2012, the Board of Public
Accountancy reversad lis position in a single mesting with barely any discussion. Such -
filp-flopping on a rula that was thoroughily reviewsd belore passage creates an unstable
and unpradictable regulatory environment for Hawall's CPA profession.

Right to Be Treated Equally and Fairly: CPA firms, govemment, and private industry
compate in Hawali to hire from the same pool of potential CPA candldates. In this
competition to recnuit talent, the proposed change 1o HAR 18-71-21(a) discriminates
against local CPA firms in favor of govemment and private industry employers by
exempting govemment and privale indusiry from expansive training and permitting costs
for thelr accounting personnel. Althaugh costly and time consuming, this tralning Is
recognized by the AICPA as necessary for consumer protection and tha professional
development of CPAs. (f It i8 in the interesis of the public that the technical knowledge of
CPAs be currant, regardiess of where thay work, then CPA firms, govemment, and private
Industry employers of CPA candidates should face the same regulatory requirements as
they compete to recruit and train the next generation of CPAs.



Commeon Sense:

The repaal of HAR Subsactlon 16-71-21{e) runs counler to tha accaptance across the
natlon lhat the public Is bast served if CPAs obtaln continuing professional education.
Even the U.S. Inlemal Revenue Service has adopled the “more continuing professiona)
educatbn is better" standal'd inits feglstered tax preparer prcgram _ng,_by_m

a hatter. The Board's poslﬁon that CPA
candidates do not have to be auporvlsad by CPA pamit to practice holders who receive
continuing professional education viclates common sensa.

Thank you for your consideration of this matter.
Regpectfully submitted,

:.!ohn W. Roberts, M.B.A,, CPA

HAPA Stale President



TRANSCRIPT

Board of Public Accountancy (BOPA)
Public Meeting Following Public Hearing on HAR 16-71-21(e)
Qctober 7, 2011

Audio Recording Time 00:00 - 12:37 minutes: Conduct of other BOPA business
unrelated to HAR 16-71-21(e).

BOPA Chairperson Thomas Ueno: 12:37 minutes: The next point is consideration of

ameandment to uh HAR 16-71-21(e). Uh, do you want to discuss any points on that?

| can give you a summary as to what the Board has been talking about on this
particular issue. (Emphasis added.) Uh, first of all, uh, weli when | look at it primarily

at the discussions we have had, the teslimonies that we have had, they are basically
talking about criticizing or supporting the two-tier system that we have in Hawaii. Now
we have licensure as well as we have the permit {o practice. And basically what it is is
because we have a two-lier we also have different requirements for for each tier under
the licensure requirement you know we have the pass the exam, you need to get your
uh. . . years of skill, so many credit hours, and we also have the experience requirement
at that time. But uh, and the only CPE that is required under the maintain licensure
would be the ethics rules uh that we have right now, which is the four hours that is
required. Uh, as opposed to the uh permit to practice where we we basically say that
people in industry basically pecple in public practice they need to have a permit to
practice. And to maintain your permit to practice then you need to have all these hours
of CPE, which which includes the 80 hours of CPE for every each two year period.
Okay. And so | think that the uh discussions that we have had are basically critical of
thal. . . of the two-tier structure. Okay. And that you know | certainly understand that
that we are discussing you know this thing there are a lot of people saying we need to
have CPE especially of the people uh who hold licenses licenses in general. Okay, so
that is what | am saying it is more more more criticism of the two-tier structure than itis
a criticism of the rule itself. Okay, and uh .. . | view this as uh when I started looking at
this is that the comrection of a rule is not the way to correct this if we want to correct this.
And to change that and go back to go to a ene-tier structure and again you you are right
that in most states it is one-tier. Where you only have you know a license and the
license does require CPE to maintain that license and it does not matter whether you
practice in in the public, ckay, or whether you are in government, industry, or whatever.
And we also right off the bat | guess recently we just looking at the analysis of the
CPAs. The majority of the CPAs are not in public practice okay they make up about
44%, | guess, of the people in of all CPAs are in public practice. The majority of them

1



are not. Now not does not mean that the majority are in government or industry but you
know that some are relired CPAs, but they are doing but they are doing things other
than in public practice. Okay. And in the other stales they they have required that we
only have one tier license CPE for that license. Hawail does not. Okay and this is what
has been done by previous legislatures and and | guess the our public okay saying that
that is what they thought was necessary. All right. So that is what we reviewed then
reflecting on that and how it reflects on this particular rule. Okay? Anything else?

Executive Officer Laureen Kai: inaudible. . . decision making.
Chairperson Thomas Ueno: That's right. Is there any other discussion? Inaudible.

Assistant Altomey General Rod Tam: Inaudible . . . Somebody just has to make a
motion one way or the other.

Chairperson Thomas Ueno: That's right.

Vice-Chairperson Kent Tsukamoto: t brought up the first motion, so | make a motion to
amend the rule as presenied.

Chairperson Thomas Ueno: Okay, is there a second to that motion?
Member Nelson K. M. Lau: Second.

Chairperson Thomas Ueno: So Nelson has seconded it. So there has been second. Is
there any discussion?

Member Craig K. Hirai: Yes, um, | am going to vote no. Um, | believe lhat licensees
should have continuing education, so | am going o vote no.

Chairperson Thomas Ueno: Is there any other discussion? Okay, are- you ready
inaudible okay, ail those in favor in favor of the motion. . .

Executive Officer Laureen Kal: To amend the rule.

Chairperson Thomas Ueno: To amend the rule, okay maybe we can by a show of
hands, all those in favor of amending the rule raise your hand? Okay. And, all those
opposed? One. Ckay. So the motion is carried. Okay.

Assistant Attorney General Rod Tam: To lo repeal subsection “e™?



Chairperson Thomas Ueno: To repeal subseclion “e”,
Executive Officer Laureen Kai: To amend the rules as proposed.
Chairperson Thomas Ueno: Righl. To amend the rule as proposed.

Unidentified: Inaudible.
_ Execulive Officer Lauresn Kai: Inaudible,

Chalrperson Thomas Ueno: We will table the whole discussion on the revision of HAR
16-71-61. Inaudible. .. on independence, integrily, and objectivity.

Hawaii Association of Public Accountants (HAPA) Legislative Committee Co-Chair

Marilyn Niwao, J.D., CPA: Tom? Tom? Excuse me. Uh, aren’t you going to be
explaining, um, why you are voting for the amendment? | mean, and address the
concerns of those who submitted testimony aqainst? (Emphasis added.)

Chairperson Thomas Usno: Okay. That is what | was attempling to do. Uh, basically
saying that the . . . | think that the. . . because we are basically talking aboul the um two
tier . . . okay. . . and that we probably . . . | would think that the we um . . . a more
appropriate thing to do on something like that is to make a law change on two tier. And
to get that . . . if we want a one lier state. And then have hearings on that particular law.
And that will correct everything that we are talking about now. That will correct
evarything. Okay, instead of trying to amend some parts of it, which to me looks like
kind of a band aid kind of approach that we are trying to do here where we look at the
issue that is at hand | understand the teslimony that all of you presented. And all of
your testimony goes toward this two tier . Okay, and then go to one tier. Then we have
all of the CPE requirements be consistent. Because then . . . then. . . anybody( )}
goes for a license under one lier would be required to have that uh that amount of CPE,
Um, we have had discussion among us also, and it had to do with the difference
between uh, CPE and as opposed to years of experience in the person in industry,
okay, providing who is supervising the person and of also aboul the value of that years
of experience. Uh, you know, working with a young person coming through as a who
who wants to become a CPA. Okay, and gain that experience under an experienced
leadership uh, you know, counts quite a bit teo. And thal person need not have his CPE
but is aclually on the job, things that he has learned, uh, from from the business world
we think is aiso important.



Executive Officer Laureen Kai: Uh, also thae discussion did center on that the board

members felt very strongly that the adverse impact on expected applicants was

significant enough that um . . . this rule change was necessary. . . uh,_that's all |
have. (Emphasis added.) inaudible,

Chairperson Thomas Ueno: Do you have anything to add?

Member Nelson K. M. Lau: Inaudible. In light of this two tier . . . licensure as well as
permit to practice . . . what we are focusing here on . . . what the applicant needs to
obtain to get to that first tier the individual that would then be supporting that by
acknowledging the level of experience would have at least that level of experience his
or herself in making that assertion that that individual has experience enough in order to
obtain the level of licensure, uh, and that ai least the two of them be equal qualiifications
(inaudible).

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Just want to bring up
that in the past the board had accepled some applicants who were like payroll clerks,
accounts payable clerks for experience equivalent to public accounting experience.
And there was a big hoopla about the experience that the old board was accepling as
experience equivalent to public accounting experience. . . and um uh HAPA felt that
those people who are coming oul with that kind of experience thinking that that would
constitute public accounting experience, and, in turmn, would go on and certify other
people as having equivalent experience thinking that their experience was equivalent.

Executive Officer Laureen Kai: We addressed that at that point with clarification of its
rules this last go around in 2010 and also they created a new form CPA-14 which is the
certification of experience, which, um, actually laid down the requirements of each type
of experience and made it easier for the board in its review of the experience to
consider whether it is technically equivalent. The board has addressed that issue.

Assistant Attorney General Rod Tam: So | think the experience has to be the same,
just the setling is different. So the rules they say here is the type of experience you
have o have and it can be gained in different settings.

HAPA Legistative Committee Co-Chair Marilyn Niwao, J.D., CPA: But that person

“would be have to be, have to judge, that the next person has experience equivalent to
public accounting experience, and | think the problem was that the old board had
accepted applicants who clearly did not have public accounting experience, and some
of them were even doing accounting work. And so, the board, the old board, sald okay
to correct part of the problem we'll just require them tc get CPE.



Assistant Altorney General Rod Tam: | think that is why they probably amended 16-71-
21(e). Right?

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Ongmally. correct.
And now you are undoing that,

Assistant Atiorney General Rod Tam: Well, that was something else. That was another
amendment. | mean | think they amended the rules. Just to specify. . . to make it
uniform . . . regardiess of where you obtained the experience. Has to be non-clerical,
non-ministerial, and that kind of stuff, blah, blah, blah, right? Um, but it did say that you
couid get it at least in these types of settings public accounting practice, government,
private, academia.

Chalrperson Thomas Ueno: Okay, except for that, as we go, as we went through all the
applicants even this time, there were several of them that have pubilic ... in industry
because of the kind of work that they were doing, okay, which is preparing financial
statements, doing sometimes in participation in internal audit work, ckay, we felt that
that was substantially equivalent kind of experience and that met what the intent was for
the experience requirement.

HAPA Slate President John Rabeits, M.B.A., CPA: This is not an experience issue. it
is an issue of what training the supervisor and cerlifier has only. it doesn't matter. ..
CPA equals CPA . . . we are not fighting that issue.

Chairperson Thomas Uneno: |...l...I agree with you but | understand what you are
saying.- And that is why | go back. . . that is a two tier issue again. And we get back to
that point, whatever that point is, that there is a higher requirement, a more stringent
requirement, for people in public practice, and that means that they need to have a
permit to praclice and they need to have CPE. And that was done, | don't know, but
that's what we have. And that is the system that we have today. Okay, and that is why |
say why | say that we change that by changing the law, and ! think that's what we have
to do now.

Unidentified: The UAA.
Chairperson Thomas Uneno: The UAA,

Time: 26:56 minutes.



HAPA State President John Roberts, M.B.A., CPA: Will all the léstimony be available
for the public lo purchase or pay fees to obtain copies?

HAPA Legislative Commitiee Co-Chair Marilyn Niwao, J.D., CPA: May we see all the
testimony that came in?

Chaiperson Thomas Ueno: Yep, yeah, yeah.

HAPA State President John Roberts, M.B.A., CPA: Should we contact you on the
procedures, of fees, etc.?

HAPA Legislative Commitiee Co-Chair Marilyn Niwao, J.D., CPA: Or can you just give
us a copy?

Executive Officer Laureen Kai: Inaudible.

Unidentified: Inaudible.

Executive Officer Laureen Kai: We neéd a wrilten request for coples.

HAPA State President John Roberts, M.B.A., CPA: Do you need it in the OIP format?

HAPA Legislative Commitiee Co-Chair Marilyn Niwao, J.D., CPA: Or can we just email
you?

Executive Officer Laureen Kai: Inaudible. , . redact . . . some of the . . . residential
addresses, elc., 50 it becomes an OIP request.

HAPA State President John Roberts, M.B.A., CPA: So itis an OIP request. Okay.
Thank you.

Executive Officer Laureen Kai: |1am sorry, but is how we need to do it. Actually you
couid ask the people that did . . . for their own copies.

HAPA State President John Roberis, M.B.A., CPA; But ] don't know who testified.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Yeah, we don't know
who testified. How many peopte testified.

Exacutive Officer Laureen Kai: Inaudible. . . that information. . . ¢can | do that?



Assistant Attorney General Rod Tam: Inaudible.

HAPA State President John Roberis, M.B.A., CPA: You see, if this was the legistature,
there would be no redaction.

HAPA Legislalive Committee Co-Chair Marilyn Niwao, J.D., CPA: Yeah, because it is
public record once you give testimony.

Executive Officer Laureen Kai: Inaudible . . . it is considered public record, but there are
some things that are considered nondisclosable. inaudible.

HAPA Legisiative Commitiee Co-Chair Marilyn Niwao, J.D., CPA: This is not the same,
that you do not have to disclose on a public hearing the name of the person and
address?

Executive Officer Laureen Kai: Inaudible ... governor. . . can't | give them a list of the
people testifying?

Assistant Attomey General Rod Tam: Yes, it's public. IUs all public.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: | mean, yeah, |
mean, you know . . .

Assistant Attorney General Rod Tam: She cannot say for sure whether she is going to
redact anything. She just has to go through it.

HAPA Legislative Committee Co-Chair Marilyn Niwao: The legislature, when there is
public testimony, it is there on the internet. Everybody just accesses il.

Execulive Officer Laureen Kai: | can give them this list who submilted testimony.

HAPA State President John Roberts, J.D., CPA: We are not going to contact them. We
are going lo do an OIP requesl. We are going to write the check and the whole bit.

Chairperson Thomas Ueno: Okay.
Execulive Officer Laureen Kai: (Inaudible) save you time.

HAPA State President John Roberls, M.B.A., CPA: Save you time.
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Chairperson Thomas Ueno: All Right . . . inaudible. . . Dr. Karbens?

Jack Karbens, Ph. D.. Thank you when you explain that there are cases coming
through that you have to exercise the same kind of judgment that we talk about all the
time as CPAs , that there are cases where you deemed it as substantial equivalent and
others where maybe il is not substantially equivalent. And that's your role. Right?
Under the conditions we are dealing with. . . various types of experience. That's that's
revealing.

HAPA Legislative Commitiee Co-Chair Mari!yn Niwao, J.D., CPA: Well the whole point
the point is whether the person is still training, has to have continuing ed or not.

Jack Karbens, Ph.D.: Well. ..

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: You know. . . the
supervisor even if is getting that kind of experience. The question Is whsther the
supervisor needs to have training.

Jack Karbens, Ph. D.: Inaudible. . . thal is more significant to me, and that is the
description of the work that was done, where they worked, who their supervisors are,
what litles they hold, and the candidate has to submit this descriplion of what they did.
And to me, that's quite heavy. Who knows what happens with supervisors. | know
people who have been lurned down by their supervisor who has heen afraid to describe
extremely high-quality quality quality experience cause they are afraid that they are
going to be held lo some standard about what they are attesting. Bul, the candidates
had excellent experience. Um, but they never did even apply. You don't even know
about some of the people who gave up taking 150 hours . . . who did not bother with the
CPA exam . .. when they were told by their supervisor that there is no way | am going
lo risk atiesting to your experience.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Okay, we'll just get
the records. . . the testimony.

Chairperson Thomas Ueno: Yep... Yes, I'msomy?
Gregg Taketa, CPA, of Taketa, Iwala, Hara & Associates, LLC on the Big Island: | just

wanted to say that you know by repealing paragraph “e” | think that the Board has just
crealed a situation that has to be correcled with legislation in requiring licensees to



acquire CPE. So based on your comments, can | interpret that to mean that the Board
will be in favor of future legislation in that light?

Chairperson Thomas Ueno: Well, okay, at this stage, to say that the Board is in favor of
it . . . we have not discussed it at that level to say whether the Board is in favor of
legislation or not. Okay, but | can say that the uh the carrect, the corrective action on
this thing would be, to me anyway, ah through a change in legislation exactly as you as
you are stating it. Okay.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D.. CPA: Sowhat what you
are saying Is that you guys are not going to support il?

Chairperson Thomas Ueno: Inaudible . . . develop legislation. Has to go to public
hearing. Has to do all of thal. Okay, and uh. At this stage, | have not polled alt the
them what their thinking is. | cannot tell you whether, you know, whether they are in
favor of or not. | can tell what you what | think. Okay.

HAPA Legislative Committee Co-Chair Marilyn Niwao, J.D., CPA: Okay.

Chairperson Thomas Ueno: | am telling you that what | have expressed to you what is
my thinking about this two-tier one-tier, and | believe that what the discussion is that we
voled to inaudible that we go to a one-tier requiring CPE for the entire one tier and
again that is what is happening in other states.

Executive Officer Laureen Kai: Inaudible. . . for consideration for the full board.

Chairperson Thomas Ueno: Correct. . . for the full board.

Gregg Taketa, CPA: So that is an indication of possibly of your position, the Board's
position?

Executive Officer Laureen Kai: Inaudible.

Chairperson Thomas Ueno: There is no posilion on the part of the board. At this stage
1 do not want to speak you know for the board yet.

Executive Officer Laureen Kai: Inaudible,



|

Chalirperson Thomas Ueno: Okay! Right. Semething that we are going fohaveto
discuss among the board. Within the board. ‘Kay? Anylhing else anybody wants 1o
add? Okay, lef's move on.

Time 33:01. End of poricn pertainirig to HAR 16-71-21(e)
|
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NOTICE TO REQUESTER . CoOpy

(Use multipla jorms if necessary)

TO: John W. Roberts, President, Hawaii Associatlon of Public Accountants

FROM: Board of Public Accountancy/l. aureen M. Kai/808-586-2696

{Agency/name & tolophons number of contact persen at agency)

' DATE REQUEST RECEIVED: October 13, 2011
. DATE OF THIS NOTICE: QOctober 24, 2011

GOVERNMENT RECORDS YOU REQUESTED (atiath copy of request or pravide brief description below):
A copy of the equest is aliached {Allachment #1).

NOTICE IS PROVIDED TO YOU THAT YOUR REQUEST:

- [] will be granted in its entiraty,

[1 cannot be granted because
[3 - Agency does not mainlain the records. Agency believed to maintain records:
Cl Agency needs a further description or clarification of the records requested. Plzase contact the agency

and provide lhe foflowing information; _____

[0  Requestraquires agency to creale a summary or compilalion from records not readily relrievable.
Is denied in its entirety B Wil be granted only as to certain parts
based upon the follswing exemption provided in HRS § 92F-13 and/or § 82F-22 and other laws cited below
(portions of records that agency will not disclose should be described in general lerms).

RECORDS OR APPLICABLE AGENCY

- INFORMATION WITHHELD STATUTES JUSTIFICATION
Residence address of individualpamed inthe  HRS seclions 92F-13(1)  Information has been redacted where
record and 92F-13(3) disclosure would constitule a clearly
Personal cellular telephone number of ihe HRS sections 92F-13(1)  unwarranted invasion of personat pivacy, or
individua! named in the d and 92F-13{3) where the tecords must remain confidentiat in
Persongl e-mail addresses of the Individuais HRS sections 92F-13(1)  order o avpid the frusiration of a legitimate
named in the record and 92F-13(3) gqovermment funclion.

REQUESTER'S RESPONSIBILITIES:

You are required la (1) pay any lawiul fess assessed; (2) make any necessary amangsmenlts with the agency lo inspect,

copy of rgceive copies as instructed below; and (3) provide the agency any addilional information requested. If you do not
comply with the requirements sat forth in this nolice within 20 business days afler the postmark date of this nolice or the

- dale the agency makes the records available, you will be presumed to have abandoned your request and the agengy shall

have no further duty to process your request. Once the agency begins to process your frequest, you may be liable for any
lees incurred. If you wish 1o cancel or modily your reques, you must advise the agency upon receipt of this notice.

METHOD & TIMING OF DISCLOSURE:

Recards available for puhiic.access in their enlireties must be disclosed within a reasonable time, rot to excead 10
bl_:smess days, or after receipt of any prepayment required. Records not available in their entireties must be disclosed
vithin § business days of this nolice or after receipt of any prepayment required. I incremenlal disclosure is authorized by
HAR § 2-71-15, the first increment must be disclosed within 5 business days of this notice or after recelpt of any
prepayment requirad. : '

—_— e e QP3pev.¥DS,



Method ‘of Disclésurd:
0  inspection at the following location. .

: Copy will be provided in the fllowing manner.

[0  Available for pick-up at the following location: .

Will be mailed to you {via United States Postal Service al your expense).
[0 will be tranamilted to you by other means requested:

Timing of Disclosure; Alf records, or first increment where applicable, will be made available or provided to you:

0O on__ . ,

After prepayment of fees and casts of S _14.43  (50% of lees +100% of costs, as estimated below).
Payment may be made by: [ cash [ personal check

X olher. Cashiers check or money order (payable to Commerce and Consumer Allairs)

* Farincremental disclosures, each subsequent increment will ba disclosed wilhin 20 business days after.

— e e ———— e

The prior increment (if one prepayment of fees is required and received).
3 Receipt of each incrementat prapayment required.
Disclosure is being made in incremenls because the records are voluminous and the foflowing
extenuating circumslances exist:
Agency must consult with anolher person o delermine whether the record is exempl
from disclosure under HRS chapler 92F.
D Request requires exlensive agency afforls to search, review, or segregale the records or
otherwise prepare the records for inspeclion or copying.
[0  Agency requires addillonal time to respond io the request in order o aveid an
unreasonable inlerfsrance with ils olher statulory duties and funclions.
O A natural disaster or other situation beyond agency's control prevents agency from
responding to the requasi wilhin 10 business days. '

ESTIMATED FEES & COSTS:

— mmatm———a

The agency is authorized lo charge you cariain fess and costs ta process your request (even if no rémrd is subsequently -

found lo exist), but must walve the first $30 in fees assessed for general requesiers and the first $60 in fees when the
agency finds that the request made Is in the public interest. See HAR §§ 2-71-19, -31 and -32. The agency may reguire
prepayment of 50% of the tolal estimaled fees and 100% of the lolal estimaled cosls prior to processing your sequest. The
faliowing is the estimate of the faes and costs thal the agsncy will charge you, with the applicable waiver amount deducled:

Fees: Search Estimate of time 1o be spent: $

(§2.50 for each 15-minute period)

Review & segregation Eslimate of time lo be spent:_1 hour §_20.00
{35.00 for each 15-minule periad)

Fees waivaed (M general (530)  {X] pubfic interest ($50) ., <$_60.00 >

Tota) Estimated Fees: _ _ $__-0-

- Cosls: Copying Estimate of # of pages o be copied; 47 ; $_11.75

(@ $.0.25 per page)

Other Estimated Malling Costs . $__268

Totai Estimated Costs: o $_34.43

# o

For cuestions about this notice, please contact the person named above. Questions reganding compliance with the UIPA
may be direcied to the Office of Irfarmation Practices at 808-586-1400 or cip@hawaii.gov.

OIP 4 {rov. 8129108}




Hawali State Soard of Publle Accountancy
Hearing on Proposed Changes to HAR 16.71-21
Oral Testimany of Gregg M. Taketa
October 7, 2011

Unlike most of the other jurisdictions, Hawali has two levels within the CPA licensing
requirements — Permits to Practice which allows a CPA to hald themselves out to the publicas
CPAs and to practice pubfic accounting and (2) CPA license which doss not allow {icense holders
to hold thamseives out to the pubfic as CPAs and to practice publlc accounting. (CPA license
holders are nat required to maat minimum CPE credt hour requirements or to undergo
mandatory peer review. Consequently, licanse holders are not permitted to hold themselves
out to the public as CPAs. Becauss of this, CPA llcensa holders have a much lower standing than
CPA permit holders) :

It isn't logleal to aliow CPA license holders with a much fower standing than a permit holderto
supervise CPA candidates as they fulfill the experience requirement, as these candidates can
fmmadiatefy obtain a permit to practice and practice public accounting. :

It Is ridiculous to change a law for the sole purpose of accommodating a few employers in their
recruitment and retention of CPA candidates as employees.

The proponents of this proposed rule change have not provided any compelilng reason to vote
In favor of reversing a rule approved by 2 previcus Board. The rule that Is belng changed has not
yet been In effect (with an efective date of fanuary 1, 2022). Consequently, the Board has not
had the opportunity to test the merits of the rule and any arguments In favor of the rule change
are based purely on speculation,

The board marmbers that are about to vote "Yes® on this proposed rule change will be sending 3
clear message that they are willing to place the interest of a few Individuals above their duty to

protect the pubfic,



| Taketa, iwata, Hara & Associates, LLC

Certified Public Accountants & Consultanis
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Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamoto, CPA, Vice Chairperson,
and Members of the Board of Public Accountancy

Professional and Vocational Licensing Division

Depanment of Commerce and Consumer Affairs

335 Merchant Street, Room 329

Honolulu, Hawaii 96813

Re: Testimony in opposition of proposed amendment to repeal

HAR Subsection 16-71-21(e) requiring a supervising CPA to holda permit to
practice during the period of supervision of a new CPA candidate i
Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

1 am a practicing CPA in public accounung since 1979 and a member of Taketa, Iwata, Hara &
Associates, LLC.

Based upon my knowledge and experience gained during lny thirty two years as aCPAin publlc
accounung, 1 v 0 ‘ H b | =21{e wo, uj

As you are aware, CPA permit holders are required to oblain a minimum of 80 hours of CPE
every two years in order to maintain their technical proficiency. In contrast, CPA license holders
are only required to obtain 4 hours of ethics CPE every two years. Thus, CPA license holders®
may not be aware of the changes in audit methodology, accounting standards or income tax law.
Tt is also possible that certain CPA license holders may have spent their entire career in private
industry and/or government ancl never held 2 permit to practice public accounting.

Hawaii is one of the few _;unsdiclions that require both a license and 2 permit in order fora CPA
to practice public amountmg Those that support this rule change need to understand that this is
a key difference in comparing similar rules in other jurisdictions.

With respect to establishing rules, the Board of Public Accountancy’s primary, focus should be
on the protection of the public, not to accommodate a few employers to improye their ability to
re:m'unb and retain employees. The proposed rule change is definitely not in the best interest of
the public. .

Qragg M, Taketa, CPA « Brian M. lwata, CPA » -JanatW. Hara, CPA
Tal (808) 835-5404 Fax {806) §69-1498 E-mall:into@ilhcpa.com Wabsita: vwwtihepa.com



It would be unfair for the Board of Public Accountancy to treat employers in private indusiry or
government favorably by requiring supervisors of CPA cendidates to only hold a CPA license
while I, an employer in public accounting, am required to hold both a CPA license and a permit
to practice. Asa small business owner that employs 20 people, I have a right to be treated
equally and fairly, in accordance with article IV of the Hawaii Small Business Bill of Rights.

The rules that apply to the experience requirement must not be established and changed casually
as the experience requirement is part of the minimum requirements that must apply to all CPA
candidates. The Board must have compelling reasons to reverse the decisions of previous
boards. In this respect, [ believe that the proponents of this rule change failed to meet this test.

The experience gained by a CPA candidate must be taken as serfously as the othet requirements.
of examination and education. The experience requirement is directly linked'to the first general
standard of generally aceepted auditing standards - “The auditor must have adequate training
and lechnical proficiency fo perfornt the audit”. Attest work can only be performed by a CPA
and is relied upon by the public. Attest work requires that the CPA exercise professional
judgment when applying concepts such as the assessmeut of audit risk, materiality and adequacy
of audit evidence. Development of a CPA’s professional judgment cannot bs acquired in the
sterile environment of a classroom. It can only be leamed through on-the-job training obtained
while meeting the experience requirement. :

The two year experience requirement must be adequate for all situations, including the extreme
situation where a candidate immediately practices public accounting as a sole practitioner. In
that situation, it wonld be illogical to allow a CPA license holder with lower stature (i.e. unable
to hold themselves out 1o the public as a CPA and practice public accounting) to attest to the
experience of a candidate who immediately receives & permit to practice. '

Thank you for your consideration of this matter.,

Very truly yours,

P~

Gregg M. Taketa, CPA
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September 22, 2011

Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamato, CPA, Vice Chalrperson
and Members of the Board of Public Accountancy

Professional and Vocatlonal Licensing Division

Department of Commerce and Consumer Affairs

335 Merchant Street, Room 329

Honolulu, Hawall 96813

Re: Testimony in opposition of proposed amendment to repeal
HAR Subssction 16-T1-21(e} requiring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA
candidate

Dear Chalrparson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:
| am ceriified public accountant with 20 years experience in public accounting.

| am against the proposed repeal of HAR subsection 16-71-21(e). In my opinion, a new
CPA candidate should be supervised by someone who has kept curmrent with continuing
professional education {CPE) and who holds a current permit fo practice during the
period of suparvision. Continuing professional education of a CPA is critical with
today’s rapidly changing accounting rules and tax law changes.

Based upon my knowladge and expenenoe in accounting, | urgs you Volg no to

repealing HAR subsaciion 1§-71-g:|( @) which would raguire the e:_tgﬁsug of a pew

CP, o be aC a 1o practice and who is cument

with continuing grofgés'igual education requirements of the profession.

Thank you for your considaration of this matter.

Very truly yours,

AP~

Kelly A Martin, Member
Kelly A Martin CPA LLC
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Seplember 20, 2011

Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamoto, CPA, Vice Chairparson.
and Members of the Board of Public Accountancy

Professional and Vocational Licensing Division
Depariment of Commerce and Consumer Affairs
335 Merchant Strest, Room 328

Honolulu, Hawaii 98813

Re: Testimony in opposition of proposed amendment to repeal HAR Subsection 16-71-
21(e) requiring a supervising CPA to hold a permit to practice during the pericd of
supervision of a new CPA candidate

Dear Chairperson Ueno, Vice-Chalmperson Tsukamoto, and Members of the Board:
| am Reynold Lum with 30 years experience in public accounting.

| am against the proposed repeal of HAR subsection 18-71-21(e). In my opinion, a new CPA
candidate should be supsrvised by someone who has kept current with continuing professional
education (CPE) and who holds a currenl permit to praclice during the period of supervision.
Continuing professional education of a CPA is critlcal with today's rapidly changing accounting
rules and tax law changes.

Since the CPA profession is largely learned through on-the-job experlence, It is critical
for the development of CPA candidates that their supervisars maintain their current
technical proficlency. _ﬂ_p____;f_bgﬂm are required to obtain 80 hours of CPE every two
years in order to maintain their technical proficiency. In contrast, CPA ficense holders are only
required to obtain 4 hours of ethics CPE evary two ysars. Therefore, it i3 obvious that Hawaii's
consumers are best protecled when a CPA candidate's work experience is under the
supervision of and cerlified by someone who has maintained his or her current fechnical
proficiency — a CPA permit holder. Even the internal Revenue Service is imposing minimum
CPE requirements of 15 hours a year for fulure unlicensed registered tax retum preparers, who
are not CPAs with permits to praclice, attorneys, and EAs.



SHEA & CO., CPA's, INC.

professional continuing educatian. As in the public sector, the new accountmg rules and new
tax laws are just as relevant for those! iin private industry and government, and those In private
industry and government should strive to be {echnically proficient before they train.new CPA
candidates who would be allowed {o practice before the public after oblalmng the CPA [icense

and permit.

When the rules originally passed requiring the supervisar of a new CPA canﬂidate fobe a CPA
permit holder, a two-year grace period: was added td accommodate those céndldates who had

started their experlence requirement;with a CPA who did not hold a petmit to practice.
Therefore, applicants who are currently working in the private sector or govemment had
adequate nolica of at least two years of the new requirement.

Based upon my knowledge and experianee in agcounting, | urge you vote ng; to repgealing HAR

suhsaction_18-71-21{e) whic 8 expefience of a new CPA candidate to ba

supajvised bv 8 CPA with a panmit {o practice and who is current with conlinuing professional
ucafj uirements rofession. !

Thank you for your consideration of this matter.

Very truly yours,

Refold Lum

Cerlified Public Accountant i




JAMES K.MICHISHIMA
Certified Public Accountant
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Thomas T. Ueno, CPA, Chairperson S LLCFAANAL
Kent K. Tsukamoto, CPA, Vice Chairperson

and Members of the Board of Public Accountancy
Professional and Vocatlonal Licensing Division
Depariment of Commerce and Consumer Affairs
335 Merchant Street, Room 329

Honolulu, Hawaii 96813

Re: Testimony In opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requiting a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA

candidate
Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

! am against the proposed repeal of HAR subsection 16-71-21(e). In my opinion, a new
CPA candidate should be supervised by someone who has kept current with continulng
professional education (CPE) and who holds a currant pemnit to practice during the
pericd of supervision. Continuing professional education of a CPA is critical with
{oday's rapldly changing accounting rules and tax law changes, '

Since the CPA profession is largely loarned through on-the-job experience, it is
critical for the development of CPA candidates that their supervisors maintain
their current technical proficlency. CPA parmit holders are required 1o oblain 80
hours of CPE every two years in order to malntain their technical proficiency. in
conirast, CPA llcense holders are only required to obtain 4 hours of ethics CPE every
two years. Therefore, it is obvious that Hawali's consumers are best protected when a
CPA candidate’s work experience Is under the supervision of and certified by someone
who has maintained his or her current technical proficiency — a CPA parmit holder.
Even the Internal Revenue Service Is imposing minimum CPE requirements of 15 hours
a year for future unlicensed registered tax retum preparers, who are not CPAs wilh
permits {o practice, attornaeys, and EAs. :

CPAs ivate i overnment ara no ibited fro a permit and
professional confinuing education. As in the public sector, the new accounting rules

and new tax iaws are just as relevant for those in private industsy and govemment, and
those in private Indusiry and govemment should strive to be technically proficient before
they train new CPA candidates who would be allowed to practice before the public after
. obtalning the CPA license and permit.

®
e,
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When the rules originally passed requiring the supervisor of a new CPA candidate io be
a CPA permit holder, a two-year grace period was added to accommodate those
candidates who had started their experience requirement with a CPA who did not hold a
permit to practice. Therefore, applicants who are currently working in the private sector
or government had adequate notlca of at least two years of the new raquirement.

Based upon my knowledge and experience in accounting, | urge you vola!no to
repealing HAR subsection 1§-71-21(e) which would require the experience of a new
: s ta bhe sup sad by a CPf

) p8 to practice and :

Thank you for your consideration of this maiter.

Very {ruly yours,
-,

s K. Michishima, CPA

Tha CPA. Novar Underestimate The Va!ua?
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Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamaoto, CPA, Vice
Chairperson,

and Members of the Board of Public Accountancy

Professional and Vocational Licensing Division

Depariment of Commerce and Consumaer Affairs

335 Merchant Street, Room 328

Honolulu, Hawali 86813 .

Re: Testimony in opposition of propossd amendment to repeal
HAR Subsection 16-71-21(e) requiring a supervising CPA to hoid
a parl:’liit to practice durlng the period of supervision of a new CPA
candidate

Dear Chairperson Ueno, Vice-Chairperson Tsukamolo. and Members of the
Board:

) am David n. Clarke, CPA with sixtean years experience in public accounting.

| am against the proposed repeal of HAR subsection 168-71-21(e). in my opinion,
a new CPA candidate should be supervised by someone who has kept current
with continuing professional education (CPE) and who holds a current permit to
practice during the period of supervision. Continuing professional educalion ofa
ShPA is grilical with today’s rapldly changing accounting rules and tax Iaw

anges. l

Sinco the CPA profession is largely learned through on-the-job experlence,
it Is critical for the development of CPA candidates that their supervisors
maintain thelr current technical proficlency. CPA parmit holders are required
- to obtain 80 hours of CPE every two years in order {o maintain their technical
proficiency. In conlrast, CPA license hoiders are only required to obtain 4 hours
of ethics CPE every two years. Therefore, it is obvious that Hawalii's consumers
are best prolected whan a CPA candidata’s work experience is under the

- supervision of and certified by someone who has maintained his or her current
technical proficiency — a CPA pemmit holder. Evan the Intema! Revenue/Service
Is imposing minimum CPE requlrements of 15 hours a year for fulure unlicensed
registered tax retum preparers, who are not CPAs with pemmis to practice,
attomeys, and EAs,



Even the Internal Revenue Service is imposing minimum CPE requirements of 15 hours
a year for fulure unlicensed registered tax return preparers, who are not CPAs with
permits {o praclice, allorneys, and EAs.

c in pri ushry or government are not prohibited from obtaining & permit a
professional continuing education. As in the public sector, the new accounting rules
and new tax laws are just as relevant for those In private industry and government, and
those In private industry and government should strive to be technically proficient before
they train new CPA candlidates who would be allowsd lo praclice berore the public after
obtalning the CPA llcense and permit.

When the rules originally passed requiring the supervisor of a new CPA candidale to be
a CPA permit holder, a two-year gracs period was added to accommodate those
candidates who had started their experience requirement with a CPA who did not hold a
pemitto practice. Therefore, applicants who are currently working in the private sector
or government had adequate notice of at least two years of the new requirement

Based upon my knowledge and expaﬁenca in accounting, | urge you vole no to
sall ub on 18- 8) whi d require the experiance of a n

CPA candidate to ba supervised bg g CPA with a permit to practice and who is current
with continuing profassional education requirements of the profession.

Thank you fer your consideration of this matter.

Very truly yours,

vid N. Claike, CPA
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Mr. Thotnas Ueno, CPA Chairperson Lo AN
Kent Tsukamoto, CPA Vice-Chair BRI
Members of the Board of Public Accountancy
Professional /Vocational Licensing Div, DCCA
335 Merchant Street, Room 329

Honolulu, Hawaii 96813

Dear Board Members:

1 am submitting written testimony below against the proposed rule HAR 16-71-21(e). My testimony
stands against the proposed change that would allow a licensed CPA, who does not have a permit to
practice, to certify the experience requirement for a new CPA candidate, The CPA candidate is required
to cbtain “two years public accounting experience or Its equivglent™ in order to fulfill the experience
requirement for CPA licensing.

+ The proposed chinge ASSUMES that the CPA licensee supervisor (who will submit evidence fora "*
new candidate) has the current industry knowiedge to be qualified to train and determine if the
equivalency requirement js met. Curvently, CPAs not practicing in the profession and not holding a
license to practice, are not required to abtain the 80 hours of continuing professional education (CPE)
every two years.. Without fulfilling this training, those in private industry or govemment positions
may. pot be aware of current CPA standards and/or changes in standards. With the rapid changes now
occurring in the accounting profession (i.e. recent changes in US Accounting Standards which were
replaced with International Accounting Standards) and annual changes in tax laws, those submitting
evidence may be basing their determination’on ontdated knowledpe.

The Board is here to help protect the public. By allowing someone with outdated knowledge to
determine if a new CPA candidate has met the “equivalency requirement” puts both the public and

the profession at risk. In these times, we look to the Board to hetp minimize risk to the public and the
profession. Ido not wanl newly licensed CPAsg, with substandard training, develop a CPA practice
and have the potential to cause harm to other businesses and the public, especially in these ecoromic
times. This would dilute the value of a CPA license and permit to practice. ' * '

* The BoPA recently accopied CPA licensing experience obtained in private indus!:yl and government
positions as “equivalent” to public accounting experience. However, the duties performed in private
. industry and various govemment positions do not mirror the audit or reporting experience of a public
eccountant. How can anyone who bes not had public accounting experience dertify that a CPA
candidats has had experience “equivalent to public accounting experience” when they themselves have
never had that experience? How would anyone know what public accounting experience really is
without having performed in that realm themselves?



Page 2 HAR16-71-21(e)

Given that the CPA licensee supervisor does complete the 80 hours of CPE biannually and is
required to report the approved courses to the licensing board, (not currently required) this still does
not support that the person has had CPA profamonnl expenence himself in public accounting.

Again, without himself having the professional CPA experience, he may not be qualified to determine
if “equivalent experience™ has been obtained by the CPA candidate.

Additionally, the BoPA previously accepted accounts payable and payroll c!eucal-type experience as
“qualifying equivalent experience”. This alone undermines the entire profession as these two
functions ave bookkeeping duties, P_l_,'L‘_CPA dulies. In these circumstances, a buokkeeper may

assume that he/she has obtained the experience “equivalent” to public accounting experience. Let’s
not make a similar mistake this time.

In order to pm:lice public accounting in Hawaii and before the Internal Revenue Service, Hawaii laws
require that both & CPA license and permit to practice are obtained. No one efse can hold themselves
out as a CPA or practice public accounting without both the license and the permit. The permit holder
is then required to obtain 80 hours of CPE every two years. Therefore, the BoPA can rely on the
permit holder who is practicing er has practiced public accounting to be knowledgeable of current
accounting standards. There is no assurance that anyone else has this knowlédge or experience.
Therefore, only the practicing permit holder should be considered technically enpable of determining
if the candidate’s two years of pubhc accounting experience is equivalent. Cnnversely. 8 CPA
licensee supervisor/trainor who is nota practicing CPA, who has not met the annval CPE, is vot
qualified to determine what “equivalency” is or if it has been met,

I reccommend that the BoPA recognize the importance for all CPAs to obtain CPE whether they are in
public accounting, private industry or government pasitions. Continuing pmt‘ess:onal education for all
CPAs is essentia] today.

The IRS is now requiring unlicensed registered tax retum preparers 10 obtain 15 hours of continuing
professiona! education per year in order to obtain a license to prepare tax returns in 2012 With the
pmposed change in rule HAR 16-71-21(e), the BoPA will be lowering the CPA professmnal lwonsmg
requirements while the IRS, at the same time, is strengthening their CPErequemems for tax practice.
This points out that evenr b50KKeepers/tax prepares are required fo take more CPE than the CPA licensess
who only have a 4 hour ethics CPE requirement. Does this meke sense?

1 thank you for your consideration and hope to see you reverse the direction you have recently taken,

Yours truly,

Darlene Jo Fetranting, CPA™
Keilua Kona, Hawaii 96745, - . ....—
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Thomes T. Ueno, CPA, Chairperson, Kent X, Tsukamoto, CPA, Vice Chalrperson, .
and Members of the Board of Public Accountancy

Professional and Vecational Licensing Division

Department of Commerce and Consumer Affairs

335 Merchant Street, Room 329
Honolulu, Hawaii 96813

Re: Testimony in opposition of proposed amendment to repeal co
HAR Subsection 16-71-21(¢) requiring a supervising CPA to hold a permit to .
practice during the period of supervision of a new CPA  candidate '

Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:
1 am Micheel H. Lau with over twenty years experience in public accounting.

I am against the proposed repeal of HAR subsection 16-71-21(e). In my opinion, a new CPA !
candidate should be supervised by someone who has kept cumrent with continuing professional :
education (CPE) and who holds a current permit to prectice during the period of supervision.
Cantinuing professions! education of a CPA is critica] with today’s rapidly changing accounting
rules and tax law changes. :

Since the CPA profession ls largely iearned through on-the-job experience, it is critleal for
the development of CPA candidates that thelr supervisors maintain their cyrreat technical ‘
proficiency. CPA permit holdsrs are required to obtain 80 hours of CPE every two years in ‘
order to maintein their technical proficiency. In contrast, CPA license holders are only required

to obtain 4 hours of ethics CPE every two years. Therefore, it is obvious that Hawaii's

consumers age best protecied when a CPA candidate's work experience is under the supervision

of and certified by someone who has maintained his or her current technical proficienicy — a CPA

permit holder, Even the Internal Revesue Servics Is imposing minimum CPE requirements of 15

hours a year for future unlicensed registered tax retum preparers, who are not CPAs with permits

to practice, attornzys, and EAs.

»

fesqiqnel continuing education. As in the public sector, the new accounting rules and new tax
ws are just as relevant for those in private industry and government, and thoss in private
industry and government should strive to be technically proficient before they train new CPA
:nddidua who would be allowed to practice before the public after obtaining the CPA license
permit. :

- o ———
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When (he rules originally passed requmng the supervisor of a new CPA candidate (0 be a CPA
permit holder, 8 two-year grice perlod was added to accommodate those candidates who had
started their experience requirement vmh 8 CPA who did not hold a permit to pracuce
Therefore, applicants who are currenlly working in the private sector or govemmem had
adequate notice of at least two years of the new requirement.

Bmd upon my howledae and cxpeneme in accoununs. Lmzwm
SUDS 16~ Ie | et ) f d' ate o

edugatio niremumo ) jion. g

Thank you for your consideration of this matter.
Very truly yours,

Michael H. Lau

Certified Public Accountant
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Thomas T Ueno, CPA, Chairperson *".~£ LR AFFAIAS

Kent K Tsukamoto, CPA, Vice Chairperson - un OF HAYAN

v Members of the Board of Public Accountancy
Professional and Vocational Licensing Division

~ Department of Commerce and Consumer Affairs
335 Merchant Street, Room 329
Honolutu, HE 96813

RE: 'l‘eatnnony in opposition of proposed amendment to repeal HAR Suhsectmn 16-
721 requiring & supervising CPA to hold a permit to practice during the penod of
supervision on a new CPA candidate.

Dear Madam or Sirs,

My name is Gilbert Matsumoto and I bave been a Certified Public Accountant in Hawaii
since 1971, my certificate number is 524, so you can see that I am an “Old Timer."

The present Hawaii Accountancy Practics Law is a sound basic law built on several key
"stepping stones™ principally the Firm Permit to Practice. _

Stepping Stone: In order to oblain a Pirm Permit to Practice the entity (Sole
Proprietorship, Partnership, Limited Liability Company/Partnership or Corporation)
requires a Cestified Public Accountmt {CPA) with a Permit to Practice,

In order fora CPA 1o obtain a Permit to Practice, requires being a Certified Public
Accountant and obtaining tho necessary credits for continuing education. :

Stepping Stone: To be & Certified Public Accountant in Hawnii, one must meet the
mandatory educational requirements;

pass the Certified Public Accountancy exam; '

and meet the provisions for accounting experiencs or it equivalent,

All other changes being proposed only tends to weaken the Statute or cloud the besic
premises,

It only makes sense that if a CPA i3 to procreate a CPA that person must oonfonn to the
Hawaii State Statutes, Therefore F am opposed to the repeal of HAR subsection 16-71-
21(¢). The supervisor who is certifying to the candidates experience, he himself must be
in conformity of the principals upon which the law is based.



-t

Based on my personal experience an knowledge, as a side light as a local pmcpuoner
firm, many that I have lrained and recewed their Certification "under my wing" were
hived eway from me by then the larger "National Firms", it only makes sense that in order
to maintain the publics confidence Ihat each of you take the responsibility and| reject this
proposed change.

Simply put, if the Law is not broken why Lry to fix itl :
I this provision is passed each of you must bear the burden of the failure of the law.

Yours Truly,

ified Public Accountant . .
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Marilyn M. Niwao, J.D., CPA :r;,._ Py Ariona

2145Walls Street, Suite 402 Livtaacs bdSit
Wailuku, Hawaii 96793 0 SEP 2L A : 33

o0 OF G MERCE
September 22, 2011 - : t T:ii:jr.}l!:ti;::lma

Thomas T. Usno, CPA, Chairperson; Kent K. Tsukamoto, CPA, Vice Chalrpersnn
and Members of the Board of Public Accountancy

Professional and Vocatlonal Licensing Division
Department of Commerce and Consumer Affairs :

335 Merchant Street, Room 329
Honalulu, Hawail 96813 . _ @

Re: Testimony in opposition of proposed amendment to repaal|
HAR Subsection 16-71-21(e) raquiring a supervising CPA to hold a
permit to practice during the period of supervision of a ne\ﬂr CPA

candidate

Dear Chalrperson Ueno, Vice-Chairperson Tsukamoto, and Members of thle Board:

- | oppose the proposed repeal of HAR Subsection 16-71-21(e) which requires a supervising
CPA {o hold a permit to practice dunng the period of supervision of a new GPA candidate,

{ am a CPA with aver 33 years of public accounting experience, and | have lirained dozens
of CPAs in the State of Hawall through my firm and through previous ernpluyers I am also
a licensed atiornay in the State of Hawau :

A new CPA candidate should be supervised by someone who has kept currenl with
continuing professional education (CPE) and who holds a current permit to practlce during
the period of supervision. Ccmtlnurng profeasional education of a CPA is ¢ r_III eal with
today's rapldly changing accounting rules and tax law changes.

There are numerous reasons why HAR Subsection 18-71-21(e) should not be repaaled,

including the following: , '

1. The requirement that a aupervisor ceriifying fo the experience of a new CPA
candidate hold a CPA permit to praclice was discussed extensively by the Board of
Public Accountancy In the past few years, and the rule was passed jllst last year
(January 2010) with a two year phase-in peried to accommodale new candidates
who had already begun their quahfylng experience under a CPA without 2 permit.
The current Board recentiy voted to reverse the Board's previous po:'zilion wilhout
much discussion,




2. See Hawail Revised Statules §466-10 Prohibited acts.

HRS §466-10 (c) specifies with regard to special knowledge: |

“No _person shall sign or affix the person's nams or any trade or assumed name
used by tha person in the person's profession or business with any wordin
indicating, s ling, or | at the parson is u lop auditar

th rding ndjcsling. suggesling, or Implyin 8 persbn has special

knowiedge In accounting or audifing, to any opinion or certificate attesting in

way to the refia f of any ragantation or esfimata In regard to an

person or orgenization ambracing: !
(A) Financlal information, or i
(B) Facts ren [ a8 with copditions as a aw o
- {» ging o ! il L0 818 B, g R A . e :

alt 10 prac : der this chapter.” (emphasis adde

Allowing a person without a current licanse and currant permit to giracyge fo
attest to the experionce requirement of a new CPA candidate violat‘e;s HRE §466-10

(c).

c i [ e el]] jvate indusiry or gowv ] ent wo! s

ethical respansibilities to the profession and to the public, The CPA has ethical

tions to perfo waork due care and with competence, and |

obligations to perform his/her wark with due care and with competence, and the
proposed rula chapge would violate the elhjcal obligations of the CE&: profession,

: |
HRS §436B-19 specifles the grounds for refusal to renew, reinslate ‘IP’ restore and
for revocation, suspension, denial, or condition of licenses, and further specifies that
the Board may refuse to renew, reinstate or restors, or may deny, te,ﬁ.roke. suspend,
or condition in any manner, any license for any one or more of the following acts or
conditions on the part of the licensee or the applicant thereof:

9) eto ognized stand : the
licansed profession or vocation !
[
fessjonal & standards speci compe n rofession is

] d expedence. A CPA licenses wha fails to obtain
continuing professional education (CPE) is not likely to be competant. Furthemmore,
that CPA licensee without CPE daes not serve the public trust by atiesting to the
experience requirement of a new CPA candidate if the HRS ;equires: “two years of
professional experience in public accountancy practice or its equivalent in private
industry and government.” The very nature of public accountancy practice
demands that CPAS in public accountancy practice be current with continuing
professional education by requiring GPAS in public practice to obtain'a pemit to
practice, The permit to practice imposes on a CPA licensee the obligation to obtain
80 hours of professional continuing education every two years.

2



The following are selected provisions of some of the pertinent sections of the
Principles of the Code of Professlonal Conduct for CPAs (i.e., CPA ethical
standards, underiined emphasis added balow) which apply to all CPA licensees:;

ET Section 53 - Article I The Public Interest

Members should accept the obligation lo act in a way that will serve the public jnterest,
hanor the publie trust, and damansirate commitment to professionaligm.
01

A distinguishing mark of a profession is acceplance of its rasponsibility 1o the pubiic, The
accounting profession's public consists of cllants, cradit graniors, govsmmanls smployers,
Investars, the business and financial community, and olhars who rely on tha objectivily and
Integrity of cartified public accountants to maintaln the ardarly functianing of commerce, This
raliance imposes a public Inferast responsibilily on certified public accounlams The publle
interest is defined a3 the colleclive welk-belng of the community of people and Institutions the
profession sefves.

.02

In discharging their professional responsibiities, members may encounter conflicting
pressures from among each of those groups. In resolving those confiicts, members should

act with integrity, guided by the pracept that when mambers fulfill their responsibiBty to the
public, clients’ and employars' intaresis are best served.

'lheyam expacled to provida quamysenhes enler lnlo lee anangements 1 and oﬂer a
rango of services—all in 2 mannes that demonstratas a level of professionatism consistent
with these Principlas of the Code of Professional Conduct.

£7 Saction 56 - Article V - Due Care

A membar shoufd obscm the pmfassfm!s lechrical and ethical srandurds, glriva continually
; : a . icas, and discharge pm!esslann! responsibilly
to the bcst of ths mambar‘s ab&ly i

.01 Tha quast for gxcellance is the essgncs of dus care. Due care requlres a memberio
discharge professional ragponsibifitles with competence and diligence. It Imposes the
cbligation to perform professional services lo the best of a member's abllity with concern for
Iha best interest of thosa for whom the services are parfarmed and consistent with the
profession’s responaibifity to the pubile.

s 0 ance, It beging wilh a
manmy ol' Ihemmmon body ofknowhdgs requh'ad for deslgnalton as a wllﬁed pnhﬂc




BEQW__dgg_lhal anahles 3 membar to render 5arvices wilh facllaly and acuman. it also

establishes the Imitations of @ member’s capabilities by dictating that consultation or refarral

may be required when a professional engagement exceads the personal competence of a

rmamber or a member's fim. Each mambar 18 responsible for assessing his or her own

compatence—of avalualing whather educatlon, experience, and iudgmentare adequate for
the rasponalbility to ba assumed.

.04 Members should be dilljent In discharging responsibifilles to clients, iamployers, and the
public. Dligance imposes the responsibliily 1o render services pramplly and carefully, to be
Ihorough, and to observe applicable technical and ethical standards,®

.05 Due care requires a member lo plan and supervise adequalely any professional activity
for which he or she is responsls.

Please also note that there are other ethical standards that may preclude a CPA
licensee without a permit and without continuing professional educaticn to attest or
certify the public accounting {or its aquivalent) experience of a new CPA candidale.
if the Board of Public Accountancy wishes to pass this proposed nile regarding
attestation of a CPA candidate'’s experience, then changes should be made to HRS
§436B-19 which specifies that licensess should follow the recognized ethical
standards of the licensed profession. Those ethical standards include serving the
public interest and honoring the public trust,

Since the CPA profession is fargely leamed through on-the-job experience, it
is vital for the development of CPA candidates that their supervisors maintain

their current technical proficiency. CPA permit holders ase requtmd {o obtain 80
hours of CPE every two years in order to maintain their technical proﬁclency In
contrast, CPA license hoidsrs are only required to obtain 4 hours of sthics CPE
every two years. Therefore, it Is obvious that Hawaii's consumers are best
protected when a CPA candidate’s work experience is under the supewlsuon of and
certified by someone who has maintained his or her current technical proficiency — a
CPA permit holder, Even ihe internal Revenue Service is imposing minimum CPE
requiremments of 15 hours a year for future unlicensed registered tax relurn
preparers, who are not CPAs with permits to practice, attorneys, and EAs.

Due fo changes in the law in recent years which aliowed “equivalent” expsrience in
private industry or govemment to substitute for the public accounting experience
required for CPA licensing, |t i8 possible that a current CPA licensae holder who is
certifying that a candidate has obtained professional experience MLB_DUQD.M
accounting experience has never practiced public accounting and is unaware of

4
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what ¢onstitutes the professional experience in public accounting. Requiring CPA
license holders in private industry and government to obtain CPE and a permit to
practice would at least provide that the supervisor of a new CPA candidate would
be more technically current in hishar knowledge of accounting rules and tax laws.

B. 'As in privale indusiry or ment are not prohibitad from obtaining a pe

and continuing profassional edycation. As in the public sector, the new accounting

rules and new lax laws are just as relevant for those in private industry and
govemnment, and those in private industry and government should strive to be
technically proficient before they train new CPA candidates who would be ailowad
to practice before the public after obfaining the CPA license and permit.

Currently there are CPA licensees In private industry and government who have
obtained the pemnit to practice and requisite CPE, and new applicants can seek to
be supervised under these CPAS who have pemits to practice.

7. When the rules originally passad requlring the supervisor of a new CPA candidate
lo be a CPA permit holder, there was ample opportunity for new applicants to testify
against the rule change. In order fo accommodate applicants who had already
started the process of obtaining the experience requirement in private industry or
govemment under a CPA licensee without a parmiit, the Board added a two-year
grace period {0 postpone the Implementation date of the rule. Applicants have had
adequate notice of the rule requiring supsarvision to ba under a CPA licensea with a
permit to practice.

Based upon my knowledge and exparience of public accounting and the work of private
industry and govemment accountants and in light of my tastimony, Lwﬂy_ag
’ al to repeal saction 16- ic ,

@g}@mgng_m_nm&s_s_@;. COntinumg professlunal education for all CPAs is
essential in today’s world, especially with the rapidly changing accounting rules and tax

laws.

Thank you for your consideration of this matter.

Respectiully submiited,
. M

Marilyn M. Niwao, J.D., CPA
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Thomas T. Ueno, CPA, Chairperson,
Kent K. Tsukamoto, CPA, Vice Chalrperson,
and Members of the Board of Public Accounta.ncy
Professional and Vocational Licensing Division
Depariment of Commarce and Consumer Affajrs
335 Merchant Street, Room 328 !
Hanotuly, Hawail 86813

]

Re: Testimony in opposition to profiosed amendiment to repeal |
HAR Subsection 18-71-21(e) requlring a supervising CPA to hold a
Hawalil permit to practice during the period of supervision of.a new
CPA licensure applicant, elfectlye January 1,|]2012 s

Dear Chairperson Ueno, Vice-Chairperson Tspkamoto. and Members of the Board:

My name Is Carol S. Uh!, and | have over30 yaars of experipnce as a CPA in public
accounting in the State of Hawall, h

| oppose the repeal of HAR subsection 16-71:21(e). To qualify for CPA licensure, the
“Certificatlon of Public Accountancy Experienée” should be gigned and certifisd by a
supenising CPA holding both an aclive CPA license and Hawaii permit to practice. The
completion of two years of professional experlence in publiclaccountancy practice thal
is required to be met by applicants for a CPA ]loonse continges to be a valid
requirement that should not be further erodad}

Since the CPA profession is largely learned through onjthe-job experience, itis
critical for the development of CPA candl:‘am that theif supervisors malnhin
their currant technical proficlency. ho required to obtain 80
hours of CPE avery two years In order to malpiain their technical proficiency. In
contrast, CPA licanse holders are only requiréd to obtain 4 Bours of ethics CPE avery
two years. Therefcre, It is obvious that Hawajl's cansumers|are best prolecied when a
CPA candidate's work experience Is under thi supervision

who has maintained his or her current technical proficlency + a CPA permit holder.

PR mde gy oy - a4
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CPAs In privale sty or governmeant are not prohibited from oblaining a permit and
ggnmwmuge_m@ugn Asin the p| bl:c sector, th new accounting rules
and new tax laws are just as reflevant for those| in private indystry and government, and
those In private industry and govammentshuuld strive to be {echnicatly proﬁc:enl before
they traln new CPA candidates who would be gillowed to pragtice befare the publ'c after
obtaining their CPA license and pemit /

i
When the rules were originally passed requlrin:n the supervispr of a new CPA candidate
to be a CPA permit holder, a two-year grace perod was added to accommadate those
candidates who had started their experience %’ulremem with a CPA who did nat hold a
pesrmit to practice. Therefore, applicants who are currently working in the private sector
or government had adequate notice of at laasllhvo years of the new reguirement,

Based upon my knawlcdga and experisncs in ptblic accounting, { urge you potto
eneal HAR subsechon 18-/"1-21({6 ch woilld requira thaflthe professiona ‘

sxnefiance of a ne PA jicensure appficant Be sypervised by 2 PA With & pemit ta
practice and who i3 therefgre currant with the ¢oentinuing professtonal education

requirements of our profession. i

Thank yeu for continulng to maintain the standards of our prgfession.

Very truly yours,

Carois. Ot
Carol S. Uhl, CP.A.

A T Tt e T Ay e
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September 22, 2011

Thomas T. Ueno, CPA, Chairparson, Kent K. Tsukamotu. CPA, Vice
Chairperson,
and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Department of Commerce and Consumer Affalrs
335 Merchant Street, Room 329
~ Honolulu, Hawail 96813

Re: Testimony in opposition of proposed amendmant to repeal
HAR Subsection 16-71.21(e) requiring a supervising CPA to hold
a permit to practice during the period of supervision of 2 new
CPA candidate

Dear Chairperson Usno, Vice-Chalrperson Tsukamoto, and Members of the
Board:

| am a cerlified public accountant with 28 years of experience in public !
accounting. | am against the proposad repeal of HAR subsection 18.71-21(e),

In my opinion, a new CPA candidate should be supervised by someone who has
kept current with continuing professional education (CPE) and who holds 2
currant permil to practice during the perlod of supervision. Continuing
profassional education of a CPA Is grlical with today's rapidly changing
accounting rules and {ax law changes.

Since the CPA profession is largely learned through on-the-job oxpanence.
it Is critical for the development of CPA candidates that their supervisors
maintain thelr current technical proficiency. CPA permit holders are required
lo obtain 80 hours of CPE every two years in order to maintain thelr techpical
proficiency. In contrast, CPA jicanse holders are only required lo obtain 4 hours
of ethics CPE every two years. Therefore, it is obvious that Hawaii's consumers
are best protected when a CPA candidate's work experience is under the
supervision of and certified by someone who has maintained his or her current
technical proficiency ~ a CPA permit holder. Even the Internal Revenue Service
Is impasing minimum CPE requiremenis of 15 hours a year for fulure unlicensed
registered tax return preparers, who are not CPAs with permits to pracﬁce.
aliorneys, and EAs.
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CPAs in private industry or government are not prohibited from oblaining a permit
and professional continuing education. As in the public sector, the new

accounting rules and new tax laws are just as relevant for those in private
Industry and govemment, and those in private industry and government should
strive to be technically proficient before they train new CPA candidales who
would be allowed to praclice before the public ater obtaining the CPA license

and pennit.

When the rules originally passed requiring the supervisor of a new CPA
candidate to be a CPA permit holder, » two-year grace period was added to
accommodate those candlidates who had started their exparience requirement
wilh a CPA who did not held a permit to practice. Therefore, applicants who are
currently working in the private seclor or government had adequate nntlce of at
least two years of lhe new requirement.

Based upon my knowfedge and experience in accounting, | urge you votenolo

re aali sub 8-71-21{e) which would require the experience of a
CPA to be supenl a CPA wilh a permit to practiceiand who
's current wil i rofassional education requiremenis rofessl

Thank you for your consideration of this malter.

Very truly yours,

Doy

P.373
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Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamoto, CPA, Vice Chalrperson
and Members of the Board of Public Accountancy

Professional and Vecatlonal Licensing Divislon
Department of Commarce and Consumer Affairs
335 Merchant Street, Room 329

Honolulu, Hawall 86813

Re: Testimony in opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requiring a supervising CPA to hold a
permit to practice during the period of supervision of a new CPA

candidate
Dear Chairperson Ueno, Vice-Chaitperson Tsukamoto, and Members of the Board:

My nama is Colleen Takamura. | am a CPA licensed in Hawall and have bsen working
in public accounting for 28 years. My father was a CPA on Kaual and In Hilo and has
since retired, 1 started off working.in his public accounting practice whilé in high school
and during breaks from college. After obtaining my bachelors degree In accounting at
the University of Denver and my masters degree in accounting from Ohijo State
University, | retumed to Hawaii to work on the island of Maul for Deloltte Haskins and
Sells (at that time — Deloitte and Touche now), then for a local CPA ﬂrmI At that time,
the additional education requirements were not in place but my father told me get my
masters in accounling as the additional education will be a requirement soon. | think
that the college education that you receive Is a stepping stone to the experience that
you gel from working at a CPA fir. You are subjact to so many different areas of
accounting that you keep with you the rest of your life. After graduating from college,
there was no guestion as to where | would work. [ knew that | had to work in public
accounting to gain my experience and pass to the CPA exam to hecome a licensed
CPA. That was my goal. What has changed to make you think that being supervised by
someone other than a licensed CPA is good for the CPA candidate or the public? 1
have worked in private industry, There are different challenges but your focus Is only on
position at the company. | think you do not have the variety of situations or clients as



you do with working at a public accounting firm. As a licensed CPA, i have been
required to keep current with my profession by taking at least 80 hours CPE courses
every two years. | have had to submit the courses taken to the Board of Accountancy to

obtain a current license {o praciice.

Considering my background, | am folally against the proposed repeal of HAR
subsection 16-71-21(e). | think a new CPA candidate should be supervised by
someone who has kept current with continuing professional education (CPE) and who
holds a currant pammit to practice during the period of supervision. Continumg
professional education of a CPA Ia crilical wilh today’s rapidly changlng accounting
rules and tax law changes.

Since the CPA profession is largely learned through on-the-job experience, it is
critical for the development of CPA candidates that thelr supervlsors maintain
their current technical proficlency. CPA permit holdars are required o obtain 80
hours of CPE every two years in arder to maintain their technical proficlancy. In
contrast, CPA licanse holders are oniy required to obtaln 4 hours of athics CPE every
two years. Therefore, it is obvious that Hawali's consumers are baest pmtacted when a
CPA candidate's work experience is under the supervislon of and cen!fied by someone
- who has maintained his or her current technical proficiency - a CPA permll holder.
Even the Intemal Revenue Service Is imposing minimum CPE requirements of 15 hours
a year for future uniicensed registered tax retum preparers, who are not CPAs with
permits to praclice, attomeys, and EAs.

C in privais indu or go not prohibitad from abtaini ‘a ita

professional conlinuing edycation. As in the public sector, the new accounting rules

and new tax laws are just as relevant for those in private industry and government, and
those in private industry and govemment should strive to be technically proficient before
they train new CPA candidates who would be allowed to practice before'the public after

obtalning the CPA license and parmit.

When the rules originally passed requiring the supervisor of a new CPA candidate o be
a CPA pemit holder, a two-year grace perlod was added to accommodale those
candidates who head staried thelr experiance requirement with a CPA who did not hold a
permit fo practice. Therefore, applicants who are currently working in the private sector
or govarnment had adequate nolice of at least two years of the new raquirement,



Based upon my knowledge and experience in accounling, 1 urge you vale no to
repeali section 16.71-21(e) which would require the experianca of a ne
CPA ca isedbyaC erm ctice and who {s curren

with continuing professional education requirements of the profession.

Thank you for your consideration of this matter.

Very truly yours,

oMol

Colleen M. Takamura
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Thomas T: Ueno, CPA, Chalrperson,

Kent K. Tsukamoto, CPA, Vice Chairperson,

and Members of the Board of Public Accountancy
Professional and Vocational Licensing Division
Depariment of Commerce and Consumer Affairs
335 Merchant Street, Room 328

Honolulu, Hawali 98813

Re: Testimony in opposition of proposed amendment to repeal
HAR Subsection 16-71-21(e) requiring a supervising CPA to hold a
permit to practice during the perlod of supervision of a new CPA
candidate

Dear Chairperson Ueno, VIce-chalrparson Tsukamoto, and Memhers of the
Board:

] am Dean Miyémotn with over 33 years experience in public accounting.

| am against the proposed repesl of HAR subsection 16-71-21(e). In my
opinion, a new CPA candidate should be supervised by someone who has kept

current with continuing professicnal education (CPE) and who holds a current
permit to practice during the peried of supervision. Continuing professional
education of a CPA is critical with loday’s rapidly changing accounting rules and
tax law changes.

Since the CPA profession is largely leamed through on-the Job .
experiance, it Is critical for the development of CPA candidates that their
supervisors malntain their current technical proficiency. CPA permit
holders are raquired to obtain 80 hours of CPE every two years in order to
maintain their technical proficiency. 'In contrast; _&M&g@:ars only
required {o obtain 4 hours of ethics CPE every two years. Therefore, it is
obvious that Hawalli's consumers are best protected when a CPA candidate’s
work experience Is under the supemvision of and certified by someone who has
maintained his or her current.technical proficlency — a CPA permit holder. Even
the Intemal Revenue Service is imposing minimum CPE requlremanls of 15
hours a year for future unlicensed registered tax return preparers, who are not
CPAs with permits to practice, attomeys, and EAs.



Members of the Board of Publlic Accouniancy
~ Septernber 19,2011
Page 2

CPAs in private industry or govarnment ara not prohibited from oblaining a
errnit and professional continuing education. As in the public sector, the new
accounting rules and new tax laws are just as relevant for those in private
industry and government, and those in private industry and government should
strive 1o be technically proficient before thay traln new CPA candidates who

would be allowed to practice befare the public after oblaining the CPA license
and permit. ' '

When the rules originally passed requiring the supsrvisor of a new CPA
candidate to be a CPA permit holder, a two-year grace pericd was added to
accommodate those candidates who had started their experience requirement
with a CPA who did not hold a permit to practice. Therefore, applicanis who are

currently working in the private sector or government had adequate notlce of at
least two years of the new requirement,

Based upon my knowledge and experience in accounting, | urgs you vote no to
rapealing HAR subsection 18-71-21(s) which would require the experience of a

new CPA candidate to be supervised by a CPA with a permit to practice and
W rrant continu ofessional educatio irarments of the
profession. -

Thank you for your cansidaration of this matier.

Very truly yours,

Dean Mlyamoto CPA

Doy P amstone gon o s ZZ"""‘%’“’””’/
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HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS

Organhed Augud! 7, 1943
P.0. BOX 61043
HONOLULU, HAWAI) 96839

Oclober 5, 2011

Thomas T. Ueno, CPA, Chairperso, Kent K. Tsukamolo, CPA, Vice Chairperson,
and Membars of the Board of Fublic Accountancy

Prolessional and Vocallonal Licensing Division

Depariment of Commerce and Consumer Affairs

335 Merchant Street, Room 329

Honolull, Hawall 96813

Re: Testimony in ohposltlon of propased amendment to repeal
HAR Subssction 16-71-21(e) requiring a supervising CPA to hold a
pon:il; ut,e practice during the pariod of suparvision of a naw CPA
candida

Dear Chairperson Ueno, Vice-Chairperson Tsukamoto, and Members of the Board:

The board of directors of the Hawali Assaciation of Public Accountants (HAPA) cpposes
the proposed amendment to repeal HAR Subsection 16-71-21(e) because the repeal
would resuit in CPA license-only holders violating:

1. HRS §466-10 Prohibiled Acls.
2. The ethical standards promulgated by the American Institute of Certified Public

Accountants (AICPA), an integral part of the regulatory framework for CPAS in
Hawall under HRS §436B-19, including:

a. ET Section 53 - Article |l The Pubiic Interest: and
b. ET Seclion 56 - Arlicle V - Due Care.
3. Common sense,

Furthermore, tha repeal of HAR Subsection 16-71-21(e) would in itself violale sections Il
and IV of the Hawail Small Business Bill of Rights.



Basad on these resulting violations of Hawail Revised Statutes, AICPA Ethical Standards,
and Hawals Small Business BlIl of Rights, HAPA urges the Board of Public Accountancy
to reconslder its position and withdraw its proposed amendment to repeal HAR Stubsection
16-71-21{e). Tha following presenis HAPA's concems In more detall.

HRS 0 Prohibited Acts:

HRS §466-10 defines the legal use of the iilles “certified public accountan!® and "CPA." As

shown below, HRS §466-10 (1) dearly slates that a person must hold both a current

licenss and & current permit to practice in order to legally use tha tille or daslgnallon
~ceriifled public accountant® or "“CPA.*

Excapt as olhamtse pmvided ln aubsacllon (d) of this sacllon. no person shall

@MB_'_QE_A: or any olhar tille dasignatton. wurds. letiers, sign, lcard, or
device likely to be confused wﬂh “certifled public accountant® or “CPA" or lending to
indlr.ate that lhe person Is a ceytified public accountant, unlass the parson holds a

: o : je accountant issued under this chapter gnd a current
MLMUQ Isauad under this chnpter (emphasis added),”

One of the core [ssues relatad to the use of pro!esolonal titles or deslgnaﬂnns “certified

publlc accountant” and "CPA” is memmwﬂgg This Issue s
specifically and clearly addressed in detall in HRS §488-10 (c) (1) below.

B DETEOIY'S Ngrie oF any lrade or assumed nama used by
wbun!nmmammm

(emphasls addad).‘

In light of the above, HAPA bellaves that repsaling HAR Subsection 18-71-21(e) and

allowing a person without a curren! license and a currant pammit to practice to attest to the

expeﬂen?a)mqulramem of a new CPA candidals is a prohibited act that vlolates HRS
8-10 (¢,



RS §436B-18 and CPA Ethical S ! :

HRS §4388-19 (B) specifles the grounds for revaocation, suspanston, renewal, resioration,
denial, or condition of licensas. It says:

« .. In addilion to any other acls or conditions provided by law, the ficensing
authority may refuse to renew, reinstate or restora or may deny, ravoke, suspend,
or conditlon In any manner, any license for any one or more of the following acts or
.conditions on the part of the llcensas or the applicant thereof:

{9) Conduct or practice'contrary {o recagnfzed standards of el
[icensed prafession o vocalign (emphas's added);” !

Givan that the AICPA Principles of the Code of Professlonal Conduct for CPAs, also
known as the Code of Elhical (ET) Standards, are universally recogrnized as the standards
of ethics for CPAs in Hawall regandiess of whather a Hawall CPA license or permlt holder
is a member of the AICPA, any changes to the Hawall Administrative Rules must not
contradict or place a CPA licenss or permil holder in a poeition where he or she would
violate any of the AICPA ET Standards. The repeal of HAR Subssction 16-71-21(g),
howevar, would creats precisaly this contradictionivolation.

action 63 H= ¢ intereat:
ET §63.01 states:
A distingeishing sk of g profegaion is accaptancs of its res ia the
public, The accounting profassion’s public canslsts of cllants, credlt grantors,

govemmenis, employers, investors, the business and financial community, and
others who rely on the objectivity and Intagrity of certiffed public accouniants to
malnlain the orderly funclioning of commerce, This reliance Imposes a public
interest responsibility on certifisd public accountants. The public Interest is defined
as the collactive well-baing of the community of people and institutions the
profession serves (emphasis gdded).” 5

ET §63.04 further siates:

With respact 1o the certificalion of woik experience of CPA candldates, ET §53 abligatas
supesvisors of CPA candidales to accept thelr responsibility to the public and seak
continually to demonsirale thelr dedication to professional excellenca. {n other words,
supervisors cerlifying the experience of CPA candidates have an obligation to the publie 1o
remgin technically cumrent themselvas through continuing professional education. CPA
permit holders meet this standard; CPA license holders do not. '



T Saction 68 Arficla V=D :
ET §56.02 slates:

“Compstenca is dafived esis o and cs. It begins
with a mastery of the common bady of knowledge requirad for designall!on as

certified public accountent, The mainianance of compelance requifesia
d pro 8l improvement that mus{ continus

ro ber's fife. it Is a member's Individual rasponsibliity.
In ali engagemenis and In all responsibifitles, each mamber should undertaks to
achieva a lavel of compatence that will assure that the quallty of the member's
services maets the high leve of professional'required by these Printiplas (emphasis

added).”

A CPA licansee who falls to obtain continuing professional education (CPE) Is not fikely to
be compatent. Furthanmore, that CPA licensee withaut CPE doas not serve the public
trust by attesting to the expsrience requirement of 2 CPA candidate under hig or her
suparvision if the HRS requires “wo yaars of professional axperience in public
accountancy pracilce or ils equivalant in private Industry and government (emphasis
added).” The very nature of public accauntancy practice demands that CPAs in public  *
accountancy practice ba current with continuing professional education by requiring CPAs
in public practice to obialn a permill to practice. The parmit o practica imposes on a CPA
licensee the obligation to obtaln 80 hours of professlonal continuing educallon every two
years. i

ET §56.05 states:

"Bus care requires a membsr to pian and supervise adequataly any
grofessional aciivity for which he or sha |s responglble (emphasis added).”

On-the-job training and supervision of CPA candidalea [s a profaasional activily that
demands the supervisor malnialn current tschnica! and othar profassional knowledge,
which is normally obteined by continuing professional education cumently not required of
CPA licansees. in a profession where on-the-job training s critical, It is just that simpls.

Hawall Small Business Blil of Righls:

The proposed change to HAR 18-74-21(e) viclales two rights of local CPA fims as
describad In the Hawali Smali Business Blll of Rights. They are (undsrined er'nphasls
added below): :



-

t. The rightlo a clear, stable, and predictable requlatory and record keeping
snvironment with easlly accessible Information and administrative rules in as
clear and concise languaga as is praclicabls, including the posting of all
proposed administralive rule changes on the Intamat wabsite of the office of
the lisutenant governor.

V. b tad aqua d fai ' with reasonable accessfo slate
sefvices.

Stable and Prediciable Ragulatory Environment; HAR 18-71-21(a) as currenfly writien
was adopted after the customary rule making and public hearing process. The pros and
cons of HAR 18-74-21(e) ware discussad at langih by stakeholders at Board of Public
Accountancy public meatings over the course of approximately a year and mfutly
considerad by the previcus Board of Public Accountancy before being adopled for the
protecilon of Hawall's consumers In January 2010. The imptementation of the tule
requiring permit holders (not license holders) to attest to the work experance of CPA
candidates was delaysd for approximalely two years to provide fima to aceommcdata CPA
candidates and their employars impacted by this rule.

Now, just bafore HAR 16-71-21(e) I8 to lake effact on January 1, 2012, the Board of Public
Accountancy reverssd its position In a single meeting with barely any discussion. Such
filp-Ropping on a rule that waa thoroughly reviewad before passage creates an unstable
and unpradictable regulatory snvironment for Hawali's CPA profession.

Right to Be Treated Equally and Faltly: CPA firms, govemment, and prlvate industry
compete in Hawall {o hire from the sama pool of polentia) CPA candidatas. in this
competition to recrult talant, the proposed change to HAR 16-71-21(e) discriminates
agalnst local CPA firms in favor of government and private Industry employars by
exempting govemment and privale industry from expensive tralning and palmﬂllng cosis
for their accounding personnel. Although costly and time consuming, this training Is
recognized by the AICPA as necessery for consumer protection and the professional
development of CPAS. If If is in the interasts of the public that the technlcal lmnwledga of
CPAs be curren), regardiess of whera they wark, then CPA fimns, government, and private
industry amployara of CPA candidates should face the same regulatory requirements as
they compets to recrult and train the next generalion of CPAs.



Common Senss;

The repeal of HAR Subsection 16-71-21{e) runs counter to the acceplance across the
nation {hat the public is best served if CPAs oblain canlinuing professional education.
Even tha U.S. Intemal Revenue Service has adopted the "more continuing professional
education Is betler” standard in ts registered tax preparer program. But, by repealing
R Subsa . e Board of Public Accountaney is saving that i some
nui 8 ion Is good for the public’s Interast. then less
rofessional edu I8 avan betiar. Tha Board's position thet CPA

candidates do ret hava to be supsrvised by CPA pemit to praciice holders who receive
continuing professional education violates common sense,

‘Thank you for your consideration of this matter.
Raspectfully submitted,

:Jnhn W. Roberts, M.B.A., CPA

HAPA Stala Prasident



HAWAI'l PACIFIC UNIVERSITY BUSINESS ADMINISTRATION

Oclober 3, 2011

Laureen M. Kal, Executive Officer

Board of Public Accountancy

Professlonal and Vocational Licensing Division
Depariment of Commerce and Consumer Affairs
P. O, Box 3469

Honolulu, H! 98801

Re: Tastimony in Strong Sugg.gg of tha Rangg_ | of saction 18-71-21{e)

Dear Ms. Kai,

Thank you for the opportunity to comment on the proposed changa to the experience requirement for a

- Hawail CPA ficense. | am a CPA and CMA with ten years of accounting experience at Hawailan Electric

Company. In addition, ! have over twenty-five years of experience teaching accounting and finance at

Hawail Pacific Univereity, University of Hawall ~ West Oahu, and Honolulu Communlty College. ¢ ragulariy

_?_uang the é\nl?ual Conferences of the American Accounting Association and the Teachers of Accounting at
wo Year Colleges. |

| strangly support the proposed repeal of section 18-71-21(e). Accounting is not orly practiced in public
accounting firms by accountants with both a license and a pemit to practice in this Stafe. ‘Accounting also
thrivas In private industry, govermnment, non-profit organizations and instiiutions of higher education,

if we allow this requirement {o remain as wiitlen, we are in effect eslablishing two classes of accountants.
In additian, wa are stating that one class is superior to the other. This superiority is not based on
experience or background. This superiorily is simply based on where in the profession this accountant
dacides to work. We are allowing theae public firm accountants to act as the sole gatskeepers of our
profession. Deciding who is or is not allowsd entrance.

For many years, | have noted a moderate decline In the number of students who become accounting
majors. Nationally we are also experiencing a shortage of Accounting Profassors. ' | weuld hate to think
whatw_ould happen to these numbers in the near future if we maintain this hurdle in thelr path.

Repeal of saction 16-71-21(e) sirikes a blow for equality. No longer will we discriminale egainsi certain
sactors of accountants. Having a permit to practice doas not add or change the ability of a supervisor to
Judgs the work of their subordinate. The requirement as currently written Is totally unriecessary.

1132 Blahop Streel, Bla. 81081 » Honoluls, HIBE313 » Tolophona: (809) 5446048 » FAX: (B08) 565-2403 « Evvemall: bustnasascministrationghpu.exty
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Information Redacted

Please feel free lo call me at 544-9348 (Offica) orf————— KCell) If you have any questions or need any
additional information. Thanks In advance for any and all conslderation given to these opiniona.

Sincerely yours,

vy

Thomas Kam
MBA, CPA & CMA
Asslstant Professor of Accounting & Finance
Accounting Clup Advisor
Hawali Pacific Univarsity

1132 Blshtyp Stuol, Sto. 3651 » Honoluty, HI 53813 » Talephone: (BOB) G44-8348 ¢ FAX: mm-mmwm
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10/06/2011 12:13 PM

bee

Subject Re: experience requirements in state accountancy
laws

Laureen:

Thank you for reviswing the report from AICPA headquarters. Ona key polnt ! noted: how many sisies
allow @ CPA who Is practicing as CPA with a Permil to Praclica to verif/attest to the experience of an
accountant In Industry or govemmant who Is supervised by someone who Is not even a CPA? Perhaps
this provision could be supported in the Hawall CPA laws and rules. § 8m sure that many CPAs know of
cllents who have employees who are performing substantially equivalent duties who have majored in
accounting, passed the CPA sxam, compiated 150 haurs, could not secure a position In public accounting
and have gained high leval accounting and audiiing experfence as management accountants, nternal
auditors, government auditors, elc.

Meanwhile, further rastrictions an entry into public accounting will continue to place some accounting
undergraduate programs in Jecpardy of survival due to decreasing wilingness of students io embark on
this tong fourney of five to sbx ysars of college and a year or two of focus on the CPA exam only to find that
CPA firms prefer to hire exparienced accountants rather than new graduales. Thesa highly Intalllgant
students can pick ancther business major and be dona with college In 3 to 4 years, sacure a job
immediataly which pays as well most smaller CPA firms, avold having to deal with the additional
complexities related o regiataring and pasaing an axam like the CPA exam, being required to perform
claricaj duties in many cases for a year o two such as preparing payroll and rautine bockkesping sanvices
and then being lald off [n order {0 make room for another entry tevel employee.

Wa need to encourage students to enler the professicn. Hawall should bo following the most recent
version of the AICPA Uniform Accountancy Act and other leadership of the AICPA. One year of any kind
of substantially equivatant exparience has hesn tha AICPA policy ever aince an axperience policy was
reestablished in the 1080s. The orfgina) AICPA policy in the 16708 was no experience requirement for
those who completad 150 semester hours, compiatad an accounting mafor and passod the CPA axam.
This is edlii the policy In the second state lo pass this policy, Flarida. Hawall was the firs!! Doas the most
recant AICPA UAA aven mention thal sublstantially equivalent experience should be verified by a
supervisor who holds the CPA license and a cusrent Permit td Practice? Pleasa tst me know if anyons can
find thig provision in the UAA. .

Hawall should be among the stalas which lead in Implamenting the poficias of the AlcPA. not a followar of
m ar suen;"e .g:m‘ iaws and rutes which may not yet reflact the policies of the AICPA. Aloha, M.
era s

Pisase distributs this emall to the Board mambers and cthera ag my written testimony onélhis matter. | will
see you at the hearing. Thank yuu for your consideration.

Aloha, Jack Karbens
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(D  An applicant for initin) issuance of a certificate under this Section shall-show that
the applicant has bad one year of experience. This experience.shall inciude
providing any type of service or advice involving the use of accounting, attest,
compilation, management advisory, fioaacial advisory, tax or consulting skills all of
which was verified by a licensee, meeting requircments prescribed by the Board by
rule. This experience would be acceptable if it was gained through employment in
government, industry, academis or public practice.

COMMENT: Before an spplicant may obtain a certificate, the applicant must obtain actual
experience; however, that experience ¢an be oblained in any area of employment involving the
use of accounting-or business skills. In eddition, experience should be acceptable whether it is
gained throngh employment in govemment, industry, academia or public practice. The
experience may be supervised by a non-licensee but must be verified by = licensee,

P
UAA-5-3
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Before the Board of Public Accountancy

Friday, October 7, 2011
8:30 a.m.
King Kalakaua Conference Room, First Floor

In Support of the Proposed Amendment
to Repeal HAR Subsection 16-71-21(e)

Chair Ueno, Vice Chair Tsukamoto, and Board Members:

The Board of Directors of the Hawaii Soclety of Certifled' Public
Accountants (HSCPA) discussed the proposed amendment and a
supermajcrity vote was recelved to support this measure.

Sevaral HSCPA Board members commented that it was'easy to
misunderstand the real intent of the proposed amendment as written In
the public hearing notice. The clarification / comparison Should have
been based on lhe requirement as prescribed in the rules today and the
result of the repeal. !

We strongly belleve that a CPA applicant should be supervised by a
licensed CPA required to obtain four hours of ethics CPE and defer to
the authority of the Board of Public Accountancy in verifying that the
experience obtalned Is professional, rather than repetitive ministerial
tasks. This repaal would support today’s envircnment for CPA servicas,
Thank you for the opportunity to testify.

Respectfully submitted,
\j.wv: 43" e

Terrd Fujii, CPA
President, HSCPA Board of Directors
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HAWAII ASSOCIATION OF PUBLIC ACCOUNTANTS

Organized August 7, 1943
P.0. BOX 81043
HONOLULU, HAWAII 98838

ATFULASE (1F

October 5, 2011

Thomas T. Ueno, CPA, Chairperson, Kent K. Tsukamoto, CPA, Vice Chanrperson.
and Members of the Board of Public Accountancy

Profegsional and Vocational Licenaing Diviston

Deparimant of Commerce and Consumer Affairs

335 Merchant Street, Room 329

Honolulu, Hawali €6813 '

Re: Testimony In opposition of proposed amendment to repeal '
HAR Subsection 18-71-21(e) requiring a supervising CPA to hold a
permit to practice during the pariod of supervision of a new cPA
candldnta

Dear Chairparson Ueno, Vice-Chalrparson Tsukamoto, and Members of the board

The board of directors of the Hawall Assoclation of Publle Accountants (HAPA) opposes
the proposed amendment to repeal HAR Subsection 16-71-21(e) because lh& repeal
would result In CPA llcense-only holders violating:

1. HRS §466-10 Prohibited Acts.

2. The ethical standards promulgated by the American Institute of Certified Public
Accountants (AICPA), an integral part of the regulatory framework for CPAs in
Hawali under HRS §436B-19, Including:

a, ET Seclion 53 - Article Il The Public Interest; and
3. Common §ensa.

Furthermore, the repeal of HAR Subsection 16-71-21(e) would In itseif violate sections It
and iV of the Hawail Small Business Bl of Rights. o



A Ethlcal Standards
Baged on thes rasulling viclations of Hawall Revised Statutes, AICP, .
and Hawall's Small Business Blll of Rights, HAPA urges the Board of Public Accountancy
to reconsider its posiiton and withdraw its proposed amendment to repeal HAR Subsection
16-71-21{e). The following presents HAPA's concemns [n more detall.

HRS 8 Proh ta:

MRS §488+10 defines the lagal use of the Utles “cortifiad public accountant® and "CPA." As
shown betow, HRS §488-10 (1) clearly states (hat a person must hold both a current

llcanse and a current permit to practice in order to legally use the fille or daslgnaﬁon
“ceriifled public accountant” or "CPA.°

Except as olham!sa provtded in subaacﬂnn (d) of this aact!on. n_m_gj_@!
ant®

'- PA® orany olher lﬂle. des!gnauon. words, lettem. aign, card, or
device likely to be confused with "certified pubilc accountant” or “CPA” or tending to

lnd!cate lhat lho parson Is a certifled publlc accountant, upless the parson holda 3

aNSA ¢ fiad accguniant issued under this chapler ang a curren)
p_a_mgt_;_ma lsaned undor this chapler (emphasis addad):"

One of the core Issues related io the usaofprufsmlonal ﬂﬂesordeaigmﬂons “cariified
public accauntant® and "CPA" Is the represants ;

spacifically and clezriy arkdressed In detal In HRS §485-10 (G) (1) below,

'sounytraﬁeormumednamemdby
mammnhﬂ»mmhpﬂmwn«wmummmmmm
BURHOSHNEE. OF TARMNING UNAL RS RATHON 18 AN ACCOUNUNR OF SUAIDTE, OF Wi AT
NOIEie m__u INSISSAMOE LI ThYs S0% MITENYIITIE STCEE RIN6) RSN it el USYIE
peeounng ¢ TN, !
ANy DT A BRTRASNIAUG
dulati il :

(A) Financig! information, or
(8)

(emphasis addeg)s

In light of the above, HAPA ballaves that repealing HAR Subsaction 18-74-21(e) and
allowing a person withoul a curnent license o aftasttotha -

and a current penmil to practice
experienca requiremant of a new CPA candidate Is a prohibited act that violates HRS
§466-10 (c).



436B-18 and Standards;

HRS §436B-19 (8) specifies the grounds for revacation, suspenslon, renewal, restoration,
denlal, or condition of licenses. it says:

» . . in addition to any other acts or conditions provided by law, the licensing
authority may refuse to renew, reinstate or resiore or may deny, revoke, suspend,
or condition In any manner, 2ny license for any one or more of the following acts or
conditiona on tha part of the licensae or the applicent tl}umof:

Given that tha AICPA Principlas of the Cada of Prafessional Conduct for CPAs, also
known as the Code of Ethical (ET) Standards, are universally recognized as the standards
of ethics for CPAs in Hawall regardiass of whether a Hawall CPA license or pennit holder
Is a msmber of the AICPA, any changes to the Hawall Administrative Rules must not
cantradict or place a CPA license or permit holder in a poslition where he or she would
violate any of the AICPA ET Standarda. The repaal of HAR Subsection 16-71-21(e),
howaever, would creste precisely this contradiction/violation.

ET Section 53 -

A I SPTRIRTILL IS PRSI RERE LX) ' YL Rl
public. The sccounting profession’s publio consists of clients, credit grantors,
governments, employers, investors, the business and financial communily, and
others who rely on the ohjectivity and intagrity of cerlified public accolintants to
maintain the ordesly functioning of commerce. This rellance Imposea a public
Interast responsibility on certified public accountants. The publc interest is defined
as the callective weil-belng of the community of pecple and institutions the
profession serves (emphasis ddded).”

ET §53.04 further siates:

With respect 1o the certification of work exparience of CPA candidates, ET §53 obligates
supervisors of CPA candlidates to accept thelr responsibility to the public and seek
continually to demonstrate thelr dedication lo professional excellenca. In ather words,
suparvisors certifying the experfence of CPA candidates have an obligation {o the public to
remain tachnically curmant thamaelves through continuing professional education.. CPA -
permit holders meet this standard; CPA license holders do not.
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‘ : adycation and exparlancge. it begins
with a mastery of the common body of knowledge requived for designation as

sghout 2 membar's dividua! responsibility.
In all engagements and in all responsibliitfes, each member should underiake to
achleve a level of competonce that will assure that the quallty of the member's
servicea meets ths high levet of profeseional required by these Principles (smphasis -
added).”

A CPA licanses who falts {0 obtain continuing profassional education (CPE) is not ikely to
be competent. Furthemmore, that CPA licensea without CPE does not serve the public -
trust by atteeting to the experience requirement of a CPA candidate under his or her
superviglon if tha HRS requiras “two years of professional experlance in public
accountancy praciice or s eguiyatent in private Industry and government (emphasis
added).” The very nature of public accountancy practice demands that CPAs In public
accountancy practice be current with continuing professional education by requiring CPAs
in public practice to obiain @ permit {o practice. The parmit to practice Imposes on a CPA
licansea the obligation to obtaln 80 hours of professional continuing educalion every two
years. ' ‘

g (ermphasis added).”

On-tha-job training and suparvisien of CPA candidates is a professianal activity that-
demands the suparvisor maintain cument technical and other professional knowledge,
which is rormaliy obtained by continuing professional education cumently not required of
CPA licansees. In a profession where on-the-job training Is critical, it is just that simple.

H 18 usiness Bl H
‘The proposed changs to HAR 16-74-21(e) violates two ights of local CPA firins as

described In the Hawali Small Business Blll of Rights. They are (undarlined emphasis
addad below): : .



“o (18 LEAT g
__mmgm\vﬂh easﬂy access]ble lnl'ormaﬂon and administrativa mlas inas
clear and conclss language as Is pracicable, including the posting of ‘all
proposed administrative rule changss on the intemet website of tha office of
the lleutenant govemor.

IV. The right iobe treated equally and faldy, with reasonable access to stale

gervices.

Stabls and Prediotable Regulatory Environment: HAR 18-71-21(e) as currently written
wag adopted after the customary rule making and public hearing process. The pros and
cons of HAR 18-71-21(e) were discussed at length by stakeholders at Board of Public
Accountancy public mestings over the course of approximately a year and carefully
conaldered by the previous Board of Public Accountancy before being adopled for the
protection of Hawall's consumers In January 2010. The Implamentation of the rule
requiring permit holders (not licensa hofders) to attest to the work experience of CPA
candidates was delayed for approximatsly two years to provida time to aeoummodate CPA
candldates and motr employars impacted by this rule.

Now, just bsfore HAR 16-71-21(e} i to izke effect on January 4, 2012, the Board of Public
Accountsncy reversad iis position In a single meeting with barely any discussion. Such
filp-flopping on & rule that was thoroughly reviewad befare passaga creates en unstable
and unpredictable regulatory environment for Hawair's CPA profession,

R!sl'nto Be Treated Equally and Falrly: CPA firms, govemmant, and te

compele In Hawall to hire from the sama pool of potential CPA candldet:s.mq:l ﬂ‘\nh# e
campetition fo recrult talent, the proposed change te HAR 16-71-21(e) discriminates
against local CPA fims In favor of government and private industry employers by
exampling govenment and privata industry from expensive tratning and parmlmng costs
for their accounting personnel. Athough costly and time consuming, this lralnlng Is
recognized by the AICPA as necessary for consumer protection and the profassional
development of CPAS. If it is In the Interests of the public that the technical kmwladga of
CPAs ba cumrent, regardless of whera they work, then CPA fims, govemmant. and private
industry employers of CPA candlidates should face the same ragulatory mqulranents as
they competa to recrult and train the next genaration of CPAs.



Comme Hie

The repeal of HAR Subsection 16-71-21(e) runs counter to the acceptanca across the
nation that the public is best sarved if CPAs obtaln continulng professional education.
Even the U.S. Intomal Ravenue Sarvice has adopted the “more continuing profassional
education is better” standard In ils reglstered tax preparer program., _g._gugmung
18-71-2 Boa Publlc Accountancy I saving that if some

: s gven he __1 " Tha Board‘s posltlon Ihal CPA
eandidaha do not hava to be supawlsed by OPA parmit to practice holders who racaive
continulng prafeaslonal education viclatas common esnse,

Thank you for your consideration of this matter.
_ Respactfully submitted,

P

hn W. Robarts, M.B.A., CPA
HAPA State President



FINTestimony

m: mailinglist@capitol.hawaii.gov
Sent: Tuesday, April 03, 2012 12:19 PM
To: FINTestimony
Cc: djr@teamdeluz.com )
Subject: Testimony for SB2739 on 4/3/2012 5:00:00 PM

Testimony for FIN 4/3/2012 5:00:00 PM SB2739

Conference room: 308

Testifier position: Support
Testifier will be present: No
Submitted by: David S5,. De Luz, Jr.
Organization: Individual

E-mail: djr@teamdeluz.com
Submitted on: 4/3/2012

Comments:

I Apologize for submitting my testimony late and would greatly appreicate your consideration
in support of SD2739 SD2, HD1.

Mahalo,

David S. De Luz, JIr.
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