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CERTIFICATION

| hereby certify that the accompanying summary and detailed statements are true and correct to the best of my knowledge and
belief and that the accuracy of all numerical information has been verified.

Oregon Board of Accountancy 3218 Pringle Rd SE #110, Salem, OR 97302
Agency name Agency Address

21113
SignAture

Notice: Requests of those agencies headed by a Board of Commission must be approved by those bodies of official action and signed by the
Board of commission chairperson. The requests of other agencies must be approved and signed by the agency director or administrator.
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

AGENCY SUMMARY NARRATIVE

MISSION STATEMENT :

The Board of Accountancy protects the public by regulating the practice and performance of all services provided by
licensed accountants.

LEGAL AUTHORITY :
o Oregon Revised Statutes chapter 670
o Oregon Revised Statutes 673.010 to 673.455
o Oregon Revised Statues 297.670 to 297.740
o Oregon Administrative Rules, chapter 801

HISTORICAL PERSPECTIVE
The Oregon Board of Accountancy was created in 1913 to protect the public through regulation of individuals and
firms that provide public accounting services. The number of certified public accountant and public accountant
licenses issued over the last 10 years has increased by 16%.

AGENCY BUSINESS PLAN
e Business Partnerships
The Board maintains partnerships with various regulatory agencies and other organizations that assist the Board
in its mission to protect the public. Examples of Board partnerships are:
Department of Revenue
Division of Finance and Corporate Securities, DCBS
Board of Tax Practitioners
Other state boards of accountancy
Federal regulatory agencies: Internal Revenue Service,
Public Company Accounting Oversight Board
Securities Exchange Commission
Professional membership associations
Aligns with HLO to protect the public and HLO to regulate in a manner that supports a positive business climate.
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

e Best Practices
Identify best business practices and utilize current technology to administer regulatory oversight efficiently and
effectively, while ensuring public protection through licensee competency.
Aligns with HLO to provide public protection
Aligns with HLO to regulate in a manner that supports a positive business climate. .

e Customer Service
Increase opportunities to test customer satisfaction and make corrections when appropriate..
Aligns with HLO to provide excellent customer service.

2011 -2017 SIX~-YEAR PLAN

e Information Technology

Increase opportunities for licensees to conduct business with the Board via the Internet.

The Board has been working with support from the Legislature and DAS on development of on-line licensing
services, beginning with the 2007-09 Legislative Session. The Board planned a very comprehensive project that
proposed to change database platforms, and to allowing almost all types of interactions with the Board for
services, licensing and payment to occur on-line. In 2010, a vendor was selected, but the contracts related to the
project ultimately were terminated at the recommendation of DAS in November 2012. The Board has now
upgraded its existing database to a web-enabled version and has moved its database to an environment
managed by DAS, and is planning to implement previously planned systems improvements on a step-by-step
basis, as budgets allow. (Please refer to Agency Initiatives Section on Information Technology for further details.)

Aligns with all high level outcomes: public protection, excellent customer service and regulation in a manner that
supports a positive business climate.

e Complaint Investigations
The Board will continue to assure that complaint investigations are completed within a timely matter. The Board will continue to v
with contract investigators to assist in timely completion of complaints. This continues a program that was first approved in 2007,
which allows the Board to assign complex investigations to qualified outside professionals.
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

The Board also faces a challenge of building and retaining staff-level expertise that combines training as a CPA
and investigatory and administrative law experience. The new Executive Director discussed with DAS and LFO
the implications for the Board to adequately regulate the profession given the pending retirement within about a
year of the Board’s Financial Investigator, who is a licensed CPA, and the increase in the Board’s complaint load.
DAS and LFO have very generously granted permission to present a policy package to address this issue,
requesting a second, limited duration full-time financial investigator for the 2013-15 biennium (see policy package
for details).

Aligns with all high level outcomes: public protection, excellent customer service and regulation in a manner that
supports a positive business climate.

e 2013-2015 TWO-YEAR PLAN

Agency Programs
All Board programs serve the primary goal and mission of the Board. Board programs include:
e Evaluation of CPA Exam candidate eligibility and approval of successful candidates
Review and approval of initial licensing qualifications to assure competency standards
Registration of qualified public accounting firms
Renewal and reinstatement of all practice permits and firm registrations
Review and monitor continuing education and peer review requirements to assure continuing competencies
Investigation of complaints and enforcement of public accounting regulations through disciplinary actions

Single Budget Program

All operations of the Board of Accountancy are conducted under a single budget program, the purpose of which is to
regulate licensed accountants in the interest of public protection. The Board operates with seven FTE, and is assisted by
four standing committees, composed of volunteer licensees. The Board also appoints advisory committees when appropriate
to review changing professional standards and substantive administrative procedures. These groups provide technical
expertise that is not available on the Board staff. Although the Board is the decision-making authority, recommendations that
are put forward by standing committees and advisory committees receive due consideration by the Board.

Board revenue sources are Other Funds received as payment for the following services:
Initial, renewal and reinstatement of licenses issued by the Board
CPA Examination fees
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

Civil penalties
Miscellaneous income

Board Customers:
Exam candidates
Licensed Certified Public Accountants (CPAs)
Public Accountants (PAs)
Municipal Auditors
Public accounting firms
Members of the public who rely on professional accounting services

ENVIRONMENTAL FACTORS

1. National accounting standards. The accounting profession is not limited by state boundaries; rather, professional
and ethical standards to which public accountants must conform are national standards. Business groups and public
members that rely on public accounting services are not necessarily defined by state lines. Nevertheless licensees
must conform to the statutes and rules in each state in which they practice. State boards of accountancy are
challenged to maintain high levels of public protection without imposing undue restrictions on licensees.

2. Evolution of the profession. The Board is also challenged with the demands of regulating a changing profession.
Licensed accountants are confronted with increased public demand to provide more and different services than have
been traditionally offered by public accountants. As the business community expands from interstate and national
levels to global parameters, questions regarding applicable professional standards surface. This trend to provide
diversified and global services may also result in complaints that will require greater legal expenditures by the Board.
The Board has implemented mobility standards as required by SB 867 (2009), which implements a national mobility
framework for the profession, which is now in place in 49 jurisdictions and the District of Columbia.

3. Increased complexity of complaint issues increases cost of investigations. Increased attention to public audits on nation
and local levels continues to raise public expectations for reliance on audit reports prepared by licensees. Complaints that presel
complex audit or other technical questions result in higher costs to the Board, and require longer investigation timelines.
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

The Legislature initially approved a special appropriation of $250,000 in the 2007-09 Legislative Session to allow the
Board to address complex complaint investigations and reduce the backlog of complaint investigations. The Board
has since developed a pool of Contract Investigators who are available to provide professional expertise for complex
investigations. Based on the Board’s evaluation of this program, the Board has since used contract investigators on
an on-going basis to help the Board to achieve its goal of timely and professional investigation of complaints
received.

AGENCY INITIATIVES

1. On-line Licensing Services. Increase opportunities for licensees to conduct business with the Board via the
Internet.

The Legislature appropriated $150,000 in the 2007-09 Legislative Session for the development of on-line licensing
services. DAS Information Resource Management Division (IRMD, now DAS EISPD) approved a proposal that
was estimated to cost $300,450. The Board issued a Request for Proposals in 2010, and selected a vendor, GL
Solutions. The Board employed the services of a project manager, John Cvetko of TEK Associates, to
compensate for the lack of IT management expertise at the Board. The Legislative Emergency Board approved
limitation for implementation of this project in the 2011-13 biennium.

The project was not able to be completed in time for the annual renewal period in June 2012. The Board
terminated its Executive Director on August 6, 2012, and then worked through an Interim Director, who
immediately partnered with the DAS Chief Information Officer to begin a due diligence review of the project. The
DAS CIO due diligence review was completed on November 5, 2012, and recommended termination of the
contract with GL Solutions. The Board then worked through its new Executive Director, DAS and the Department
of Justice to terminate contracts appropriately. The new Executive Director quickly partnered with DAS to
upgrade the Board’s existing Filemaker database, which ran on a very outdated version. This upgrade to the
most recent Filemaker version (web-enabled FileMaker Version 12) was accomplished at minimal cost, and
included another critical upgrade: moving the Board’s database to a DAS-supported and professionally managed
environment at the DAS State Data center (SDC). These improvements were completed on January 24, 2013.

The Board now has all aspects of its It operations managed by DAS, and DAS is not recommending nor does
DAS see any need for the Board to change its current highly stable Filemaker web-enabled Version 12 database
platform. Therefore, the Board and its Director are planning on implementing small-scale improvements that can
\/ 2013-2015 GOVERNOR’S BALANCED BUDGET BUDGET PAGE 7
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

be accomplished quickly (such as including disciplinary history in its on-line-look-up of licensees) and are planning
on salvaging the planning work from its previous project by implementing planned improvements step-by-step
over the next several biennia, as budgets allow, with appropriate oversight and help from DAS, and without the
need to switch database platforms (and consequently eliminating the need to pay for such a switch.

The Board is currently working with DAS on the possibility of a small-scale, focused RFP still in the 11-13
biennium to add an on-line payment option for licensure renewals only, now that the new FM V12 platform is in
place.

CRITERIA FOR 2013-15 BUDGET DEVELOPMENT

The Board generally considers the following criteria when developing its budget:

1. Does the budget as a whole address the following goals of the Board Mission and the outcomes of the
Board’s Strategic Business Plan?
a. Assure Public Protection
b. Enhance Professional Competency
c. Establish and implement high professional standards
d. Streamline agency operations

2. Does the budget item or policy package address or resolve a current problem, or will it prevent or
minimize future problems?

3. Will the budget item or policy package improve Board services?
KEY PERFORMANCE MEASURE CRITERIA

The Board of Accountancy has no links to Oregon Benchmarks; however high-level outcomes identified by the Board are
consistent with those Identified by the Governor and the Oregon Progress Board. Three high level outcomes form the basis
for the Board’s performance measures: public protection, excellent customer service and regulation that supports a
positive business environment.
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OREGON BOARD OF ACCOUNTANCY BUDGET NARRATIVE 2013-2015 BIENNIUM

HLO #1: Public protection is safeguarded by each of the Board’s primary activities:

e Initial licenses are issued to qualified individuals who have demonstrated competency by successful completion
of the Uniform Certified Public Accounting Exam and achievement of experience that meets defined
competencies.

e Licensee demonstrate continued competency through continuing education and peer review requirements.

e The enforcement program is designed to prevent recurrence of violations and to provide education that will
foster integrity in the profession

HLO #2: Excellent customer service is provided through prompt, courteous service that is responsive to customer
needs and public protection. Customer service tools include:

¢ Maintain well-trained and professional staff members
e Consistent administration of laws and rules
e Continuous review and updates to website to provide useful and accurate information

HLO #3: Regulation that supports a positive business environment without imposing undue requirements is
achieved by:

Maintaining strategic partnerships with professional groups and appropriate state agencies

Licensee and public participation on special advisory committees or task forces appointed by the Board

Annual review of administrative rules to assure that rules are clear, necessary and appropriate

Consideration of comments from stakeholders, including licensees, professional organizations, members of the
public and other state agencies in the development of legislative concepts and administrative rule review.

MAJOR INFORMATION TECHNOLOGY PROJECTS OF $1,000,000 OR MORE
The Board of Accountancy has no technology initiatives that exceed $1,000,000

SUSTAINABILITY
With the upgrade of its database platform to FileMaker Version 12 on January 24, 2013, the Board of Accountancy

2013-2015 GOVERNOR’S BALANCED BUDGET BUDGET PAGE 9
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now will begin to incorporate into its business processes an emphasis of moving away from paper to electronic document
management.

2013-15 REGULATORY STREAMLINING PLAN

High Level Outcome #3: Regulate in a manner that supports a positive business environment. Board review of its
regulatory procedures to identify streamlining opportunities is a continuous process that includes the following activities:

e Continued Delivery of critical information to licensee population using electronic mail list serves hosted by the
Oregon State Library

e Continuous review of, and additions to information available on the Board’s website

e Completion of system to include licensee disciplinary information on the existing Licensee Look-up feature that
is available on the Board website, and development of a summary disciplinary action document to be posted on
the Board’s web site

OTHER CONSIDERATIONS

Oregon Corrections Enterprises
The Board purchases printed envelopes, letterhead and business cards from Oregon Corrections Enterprises.

Dispute Resolution

The Board invites licensees to consider consent agreements as a first step in resolving contested case hearings. This
allows the licensee to participate in the resolution. The Board has received one request to utilize dispute resolution in
the past seven years. Based on past experience the Board does not anticipate large expenditures to be required for
this purpose.
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Oregon Board of Accountancy 2013-2015 Biennium Budget Narrative

REVENUE FORECAST NARRATIVE

SOURCE OF ORGANIZATION FUNDS: All Board of Accountancy revenues are Other Fund revenues, derived from
licensing and exam fees, sale of public information and assessment of civil penalties.

MATCHING ORGANIZATION FUNDS: The Board receives no matching funds from government or other sources.

GENERAL LIMITATIONS ON USE: Board revenues are dedicated funds under ORS 670.335 and provide a
continuous appropriation for Board programs.

BASIS FOR 2011-2013 ESTIMATES:

e Licensing Revenue. Licensing revenue in 2013-15 will continue to reflect the effects of SB 867 (2009). SB 867 allows
accountants and public accounting firms that are licensed in other states to provide professional services in Oregon
without registering with the Board. The anticipated decrease in revenue to the Board was offset by amendments to SB
867, which increased the permit fee by $10 for individual licensees and $75 for firm registrations.

e CPA Exam Revenue. The Board transitioned to a computerized CPA examination in 2004. The revenue for the
examination has leveled out over the last 5 years. Exam Revenue estimates for 2013-15 are based on 2011-13 trends.

e Civil Penalties. The Board does have continual and recurring income from its compliance program through civil
penalties, but it is not reliant on that revenue for its operations or planning for program funding.

e Total Revenue. Total estimated revenue for 2013-2015 is based upon actual revenue received from civil
penalties, CPA Examination Fees and license fees in FY 2012 and 2013. Current Revenue Actuals for the 2011-13
biennium (18-month period through December 31, 2012) total $ 1,334,327.22, and on a straight-line projection
basis would yield $1,779,102.96 in Revenue for 2011-13. This however would under-estimate the income of
annual renewals in May and June of 2013. Anticipated revenue actuals are estimated to be closely in line with the
budgeted $1,985,871. The 2013-15 Governor’s Balanced Budget assumes a 4.2% growth in revenue over 11-13.

e Ending Balance. The Governor’s Balanced Budget projected ending balance of $1,628,403 technically reflects an
amount sufficient to finance agency operations for 20 months. However, the Board respectfully requests consideration
of the following:

\_ 2013-15 Governor's Balanced Budget Board of Accountancy Budget Page 27



Oregon Board of Accountancy 2013-2015 Biennium Budget Narrative

1) If the Legislature approves the Policy Package for a second Financial Investigator, the ending balance would drop
by $165,294 to $1,463,109, and due to the increase in the expenditure level for 2013-15 to $2,089,479 the ending
balance would be sufficient for just under 17 months.

2) The cash-flow needs of the agency are substantially higher because renewals are processed only once per year.

3) The ending balance does not serve as a cash-flow reserve only. In fact the ending balance is a key regulatory asset
that provides credibility that the Board has savings it can access for unanticipated high contested case costs — key to
any real regulatory teeth for the Board. The costs for especially complex cases can quickly rise far beyond the $30-50k
range for a contested case. The extreme example is the Enron case, which for the Texas Board of Accountancy has
meant an expenditure of $3.1 million — not counting expenses after 2010. The Oregon Board of Accountancy needs a
larger ending balance to ensure it has the reserves it needs for complex cases down the road.

4) The Board anticipates at best small growth in its licensee base over time. This means that in the medium and long-
term the ending balance will decrease automatically, because the costs of maintaining the Board at current service
levels will rise faster than its income.

PROPOSED CHANGES IN REVENUE SOURCES OR FEES

There are no proposed changes in revenue sources for 2013-15. The Board, by rule, increased the late fee for registered
firms who file their registration renewal after the deadline. Firms are charged a fee of $100 to renew their business
organization for a two-year period ending on December 31. The late fee was increased from $35 to $175 for firms,
effective January 2011, to encourage business organizations to renew timely. As of January 1, 2012, the Board
increased late fees for active (from $100 to $160) and inactive renewals (from $35 to $50) for all individual-level license
types, to encourage individuals to renew timely. At the same time, the municipal auditor license late fee was also
increased from $0 to $100. Effective January 1, 2012, the Board by rule expanded the inactive license options to add an
option for retired CPAs. These retired CPAs can use the title “CPA Retired” and perform certain volunteer services, if
licensed as retired CPAs. The Board set the license fee for that option at $25, with a $25 late fee for late renewal
associated with that license type.

These rules amendment were published for public comment and administrative rule hearings were held. No opposition to
these fees changes was received. The GBB contains a revenue package for approval of these fees.
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DETAIL OF LOTTERY FUNDS, OTHER FUNDS, AND FEDERAL FUNDS REVENUE

ORBITS 2011-13 2013-15
Source Fund Revenue 2009-2011 | Legislatively 2011-13 Agency Governor’s Legislatively
Acct Actual Adopted Estimated Request Balanced Adopted
Budget Budget Budget
Business Lic & Fees OF 0205 1,695,322 1,829,357 1,843,900 2,012,293 1,931,679
Fines & Forfeitures OF 0505 176,413 151,449 126,055 166,594 129,113
Interest Income OF 0605 12,751 0 2,570 0 2,246
Sales Income OF 0705 1,414 5,065 2,236 5,572 2,003
Other Revenue OF 0975 3,802 0 3,569 0 4,268
Total Revenue OF 1,882,200 1,985,871 1,978,330 2,184,459 2,069,309
Governor’s Balanced Budget Budget Page 29
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