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PRESIDENT'S MEMO

Missed Opportunities

Yesterday | received a telephone call from s member of our Board of Directors, Tyrooe Dickerson, who serves

PRESIDENT'S MEMO

Can Regulation Keep Pace?

When | began my canser in accounting regulation o 1993, Lews, rules and basic assumptions were much different
than what they are 1oday. 1t was bess than 20 years 390, but the world was & much different place, While computers
wore occupying many desks, they had less computing power than some of today s watches Professionals were '
transitioning from pagers to cell phones, stimulated in part by the release of the Blackberry with the launch of text ' - : P
messaging. The first Phone would not come an the market for another eight years!

While concepts ble CPA interstate mobility, o natianal Accountancy Licensee Database and a computerized
Unifarm CPA Examination wer under descussion for many years, In some cirdkes for decades, change and transition
weve often tough to sell, ¥ 1999, 5 comman complant was the allagation that a CPA from cae state distributed hiy
business card when visiting another state. Few would have befieved that, withen a decade, a magority af states would
have adopted mobility. The success of mobility served as the catalyst for the development and implementation of

as chair of what | consider 10 be one of NASBA'S most importam commitiees, the Diversity Committes. | have
had calls from other committee chaws with similar expeessed messages about the accomplishments of their
groups. As is often the case, | was surprised, espedally since the Diversity Comenittes has achleved sigreficant
results in the past two years. | am so proud of how NASBA has reached out to minarites and women to
encourage them to serve on Boards of Accountancy, and 10 have these new Board members seek leadesship
pasitions in NASBA. The cutcome of the Committee's efforts is apparent with the curront makeup of our ‘
board of directors, committees and task forces. We have come a long way since my President’s Memo, entitled ‘
“Fhotos an the Wall" was publshed four years ago.

L

the Accountancy Licensee Database (ALD), which now contains information on 98 percent of the US. CPA population Ken L. Rlshop

The abave pacagraph may seem to coaflict with the tiths of this Wen L. Bishop
Memo, but | wanted to demaonstrate the contrast with anothar recent issue Président § C2O
Earlier this month | received a letter from the co-chadrs of a working group of the Publbe
Acoounting Oversight Board's Irvestor Advisory Group [IAG), Proflessar Parveen Gupta and
Lynn E. Turmee. They requested that NASBA repart on the progeess of the recammendations
to NASBA contained in the October 6, 2008 Final Report of the Advisory Committes on the
Auditing Profession (ACAP), from the US. Department of the Treasury.

ADVISORY COMMITTEE ON As 2008 was several years belose my watch, | had 1o do some digging 10 recorstruct
THE AUDITING I'ROTESSION our activities. | was somewhat damayed when | read some of the very credible
recommendations in the report and reakaed that several had never been achieved — or

President & CEQ
and s an important toal for State Boards. 11s spinoff system, CPAverdy, pravides consumers with the unprecedented "

ability 1o ascertain the license status of CPAS throughout the country.

The accounting profession continues to evolve and new challenges face, or will face, State Boards and NASBA. For example, the Boards
need to keep pace with the rapidly changing education models in the LS. and sbrosd. Most of the U.S, accountancy laws and rules were
written with the expectation that students would attend classes in traditional brick-and-mortar colleges and uniersities and, so long a3
thase schools were accredited by bona fide accrediting badies, the State SBoards could rely on the quality of their education. When current
state laws and rules were developed, onhne courses, credt for life expenence, and the application of varied competency models were not
even considered. We now have axcertained that the accrediting bodses the Boaeds are relying on seemingly have not kept pace with new,
and sometimes questionable, defivery and output models, NASBA, in partnership with the AICPA has been working closely with educators
and accrediting bedies to understand the evolution of education and 1o consider appropriate changes. We have been very pleased with the
reception and wilkngness of educators and accreditons to work with us, At the 2016 Annual Meeting we will be praviding State Boaseds an
update on this activity

In the kast fow manths, State Boards have received information from NASBA and AICPA about changes in the AICPA peer review pragram,
specifically with proposed reorganization of the administering entities. The changes being considered may make the current peer review
oversight procedures of State Boards unworkable. As o result of these recent exposure drafts and surveys many State Boards have reached
out to NASHA to sxpress thelr concerns and to ask what NASBA can, and will, do 1o help theen perform this vital aversight function. At the
Annual Meeting and at this year's Executive Director and Legal Counsel Conferences we will hold discussions with you to ascertain your
expectations,

The final, and possibly the most important. change in the profession we have to consider is the increasing use and relevance of data
analytics, partscularly in auditing, Data analytics is already being used by many large entities and by the firms auditing them Auditons now
must use & hiybeid mathodaology, applying data analytics while maintaining work papers and pracesses to be in compliance with current
standards. Because of the costs and dynamics of this redundant process, it is easily predicted that the profession will be changing standards
and eliminating processes in the near future,

NASBA and AICPA have already begun a dialog about the importance of data anafytics and the need to make sure that future (PAs are
educated and tested to keep pace. We have discussed how State Boards can be ready with the 1ools necessary 1o conduct an investigation
into & process that may not include any of the raditional instruments tested to ascertain comphance and quality. Similarly, current peer
roview procedures will have to change 1o monitar processes in real time by using computers instead of humans, At NASBA, we are having
senous discussons about the development of tools and software that support State Boards in thew responsibility for montonng the
continuing competence of the people and firms that they license.

Can regulation keep pace! We bebeve it can and will — and NASSA will be there to suppaort you!

77{ A

even sericusly considered. My initisl reaction was that NASBA arxd other organizations
named in the report may have dropped the ball, and missed an opportunity to augment the
regulatory structure of the LS, that could have possibly preduded some of the challenges
for the profession that have occurred over the last decade.

NASBAYS committees, task forces and work groups, like the members of the 2008 ACAP work group, are made up of
haghly qualified ndmduals, with spechic knowledge and skill sats, who do valuable work as volunteers. After receiving the
I1AG Working Group's letter, | had the opportunity to speak with Gaylen Hansen, a NASBA Past Chair who was a member of
MCAP's Subcommittee on Firm Structure and Finances. Mr. Hansen, who is one of the country's premeer technecal experts and

an extrenely articulate leader in the prolession, expressed his disappointrment that sorme of the citcal recommendstions of
the ACAP report had not been accomplished. | share his concern

In response, | have called an zome of our top folks to review the 2008 ACAP repart. We will be developing in the cormeng
weeks & summary of the schievements accomglished, but, moee importantly, we will review and identify recommendations
that should be resurrected and considered for implementation,

The message of this Mema s not specifically about the ACAP report, but about how incredibly smportant it is to respect
and give serious consderation to the work done by our volunteers. The type of individuats who rise to bocome State Board
members, comemittes chairs and members of bodies Ske the ACAP bring tremendous knowledge, skills and abilities to
activities in the public Intarest. The value of having such men and women devats time and energy 10 thew volunteer efforts
is ncalculable.

The autcomes snd recommendations of these voluntees-centric groups need 1o be treated as precious gifts. If we don't,
we will have dropped balls and missed opportunities!

Semper ad mefora (Nways toward betrer things)
Semper ad mebora (Always toward better things).

,77;'/}/ M/ ~en L Bishop
— Ken L Bizhop President & CEO
President & CEQ
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PRESIDENT'S MEMO

Missed Opportunities

Yesterday | received a telephone call from a member of our Board of Directors, Tyrone Dickerson, who serves
as chair of what | consider to be one of NASBA's most important committees, the Diversity Committee. | have
had calls from other committee chairs with similar expressed messages about the accomplishments of their
groups. As is often the case, | was surprised, especially since the Diversity Committee has achieved significant
results in the past two years. | am so proud of how NASBA has reached out to minorities and women to
encourage them to serve on Boards of Accountancy, and to have those new Board members seek leadership
positions in NASBA. The outcome of the Committee’s efforts is apparent with the current makeup of our
board of directors, committees and task forces. We have come a long way since my President’s Memo, entitled
“Photos on the Wall,"was published four years ago.

ADVISORY COMMITTEE ON
THE AUDITING PROFESSION

The above paragraph may seem to conflict with the title of this Ken L. Bishop
Memo, but | wanted to demonstrate the contrast with another recent issue. President & CRO
Earlier this month | received a letter from the co-chairs of a working group of the Public
Accounting Oversight Board’s Investor Advisory Group (IAG), Professor Parveen Gupta and
Lynn E. Turner. They requested that NASBA report on the progress of the recommendations
to NASBA contained in the October 6, 2008 Final Report of the Advisory Committee on the
Auditing Profession (ACAP), from the U.S. Department of the Treasury.

As 2008 was several years before my watch, | had to do some digging to reconstruct
our activities. |was somewhat dismayed when | read some of the very credible

recommendations in the report and realized that several had never been achieved -- or




PRESIDENT'S MEMO

Can Regulation Keep Pace?

When | began my career in accounting regulation in 1999, laws, rules and basic assumptions were much different

than what they are today. It was less than 20 years ago, but the world was a much different place. While computers
were occupying many desks, they had less computing power than some of today’s watches. Professionals were
transitioning from pagers to cell phones, stimulated in part by the release of the Blackberry with the launch of text
messaging. The first iPhone would not come on the market for another eight years!

While concepts like CPA interstate mobility, a national Accountancy Licensee Database and a computerized
Uniform CPA Examination were under discussion for many years, in some circles for decades, change and transition
were often tough to sell. In 1999, a common complaint was the allegation that a CPA from one state distributed his
business card when visiting another state. Few would have believed that, within a decade, a majority of states would

have adopted mobility. The success of mobility served as the catalyst for the development and implementation of

Ken L. Bishop
President & CEO

the Accountancy Licensee Database (ALD), which now contains information on 98 percent of the U.S. CPA population
and is an important tool for State Boards. Its spinoff system, CPAverify, provides consumers with the unprecedented
ability to ascertain the license status of CPAs throughout the country.

The accounting profession continues to evolve and new challenges face, or will face, State Boards and NASBA. For example, the Boards
need to keep pace with the rapidly changing education models in the U.S. and abroad. Most of the U.S. accountancy laws and rules were
written with the expectation that students would attend classes in traditional brick-and-mortar colleges and universities and, so long as
those schools were accredited by bona fide accrediting bodies, the State Boards could rely on the quality of their education. When current
state laws and rules were developed, online courses, credit for life experience, and the application of varied competency models were not
even considered. We now have ascertained that the accrediting bodies the Boards are relying on seemingly have not kept pace with new,
and sometimes questionable, delivery and output models. NASBA, in partnership with the AICPA, has been working closely with educators
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IN THE '
PROFESSION

Federal and State Election
—_— vty o o ; —— Results Could Impact CPA
Drones Emerge As a New Issue for CPA Firms Profession

As a new FAA rule makes it easier for CPA firms of all sizes to use November & is Election Day.
unmanned aircraft systems in audits and inspections, state legislatures Americans are due at the polls
are also looking at potential laws and regulations related to drone use. to cast votes for their elected
local, state and federal officials
and to determine the outcome
of ballot initiatives and
referendums in many states.

» Read more
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