AICPA Additional Information 
Assessment of the Regulatory and Standard-Setting Framework 

American Institute of Certified Public Accountants

This attachment contains information provided by the AICPA in response to questions 28, 29, Sections 5 and 6 of the response to the IFAC Assessment of the Regulatory and Standard-Setting Framework questionnaire. 
QUESTION 28

28 Is there a requirement for the following entities to prepare annual statutory financial statements? If YES, please describe the financial reporting requirements including the accounting standards to be followed.

Listed entities are required to prepare annual (and quarterly) financial statements under the Securities Exchange Act of 1934 (section 13(a)).  A copy of the act is available in English at http://www.law.uc.edu/CCL/34Act/index.html.  This act was passed by the US congress in 1934.  

Most private companies are not required to prepare annual or quarterly financial statements.  There are exceptions, for example, in some regulated industries, or entities that have government contracts, or receive government funding.

Section 13(a):  Every issuer of a security registered pursuant to section 12 [of the Securities Exchange Act of 1934] shall file with the Commission, in accordance with such rules and regulations as the Commission may prescribe as necessary or appropriate for the proper protection of investors and to insure fair dealing in the security –

1. Such information and documents (and such copies thereof) as the Commission shall require to keep reasonably current the information and documents required to be included in or filed with an application or registration statement filed pursuant to section 12, except that the Commission may not require the filing of any material contract wholly executed before July 1, 1962.

2. Such annual reports (and such copies thereof), certified if required by the rules and regulations of the Commission by independent public accountants, and such quarterly reports (and such copies thereof), as the Commission may prescribe.

Every issuer of a security registered on a national securities exchange shall also file a duplicate original of such information, documents, and reports with the exchange.

Regulation S-X gives further detail with respect to the form and content of the financial statements to be filed. Regulation S-X can be found at: http://www.sec.gov/about/forms/regs-x.pdf.  

The Securities and Exchange Commission (SEC) has statutory authority to establish financial accounting and reporting standards for publicly held companies under the Securities Exchange Act of 1934 (Section 13(b)(1)). Throughout its history, however, the Commission’s policy has been to rely on the private sector for this function to the extent that the private sector demonstrates ability to fulfill the responsibility in the public interest.

Since 1973, the Financial Accounting Standards Board (FASB) has been the designated organization in the private sector for establishing standards of financial accounting and reporting. Those standards govern the preparation of financial reports. They are officially recognized as authoritative by the Securities and Exchange Commission (Financial Reporting Release No. 1, Section 101) and the American Institute of Certified Public Accountants (Rule 203, Rules of Professional Conduct, as amended May 1973 and May 1979).

QUESTION 29

29. Is there a statutory requirement for the following entities to be audited? If YES, describe the requirement including the auditing standards to be followed:
Listed entities are required to have their annual financial statements audited under the Securities Exchange Act of 1934 (section 13(a)(2), see above).  

Section 10A(a) of the Securities Exchange Act of 1934 describes the requirements of an audit:  

Each audit required pursuant to this title of the financial statements of an issuer by a registered public accounting firm shall include, in accordance with generally accepted auditing standards, as may be modified or supplemented from time to time by the Commission--

1. Procedures designed to provide reasonable assurance of detecting illegal acts that would have a direct and material effect on the determination of financial statement amounts;

2. Procedures designed to identify related party transactions that are material to the financial statements or otherwise require disclosure therein; and

3. An evaluation of whether there is substantial doubt about the ability of the issuer to continue as a going concern during the ensuing fiscal year.

Regulation S-X gives further detail with respect to auditing requirements.  Regulation S-X can be found at:  http://www.sec.gov/about/forms/regs-x.pdf.  

Section 103(a)(1) of the Sarbanes-Oxley Act directs the Public Company Accounting Oversight Board to establish auditing and related attestation standards, quality control standards, and ethics standards to be used by registered public accounting firms in the preparation and issuance of audit reports, as required by the Act or the rules of the Commission, or as may be necessary or appropriate in the public interest or for the protection of investors.  A copy of the act is available at http://www.law.uc.edu/CCL/SOact/soact.pdf.  This act was passed by the US congress in 2002.  

Most private companies are not required to have their financial statements audited.  There are exceptions, for example, in some regulated industries, or entities that have government contracts, or receive government funding.  Also, other funding sources may impose audit requirements on private entities, for example private investors, lenders or other creditors.
SECTION 5 AUDITING STATUTORY FRAMEWORK
27. Please provide the name of the legal authority and/or self-regulatory rules that establish audit and other assurance standards in your country, the date of the last amendment of such authority or rules and the name of body responsible for setting audit and other assurance standards.  If the standards are different for different entities (e.g., listed entities, private companies, governmental bodies, not-for-profit organizations, etc.), please specify the details that apply to each.

	Type of entity
	Name of applicable legal authority
	Date of last amendment

(e.g., MM/YYYY 06/2001)
	Name of body responsible 

for setting audit and 

other assurance standards

	Listed entity
	Securities Exchange Act of 1934 as amended by the Sarbanes Oxley Act of 2002
	07/2002
	Public Company Accounting Oversight Board

	Other (Private Companies)
	American Institute of Certified Public Accountants (Rule 203, Rules of Professional Conduct)
	05/2004
	Auditing Standards Board

	Other (government organizations, programs, activities, and functions, and of government assistance received by contractors, nonprofit organizations, and other nongovernment organizations.)
	Certain laws, regulations, and contracts require auditors to follow generally accepted government auditing standards promulgated by the Comptroller General of the United States. They are widely used in audits of federal, state, and local government programs, as well as in audits of entities receiving federal assistance.

The Inspector General Act of 1978 requires that the statutorily appointed federal inspectors general comply with GAGAS for audits of federal establishments, organizations, programs, activities, and functions.

The Chief Financial Officers Act of 1990 (Public Law 101-576 requires that Generally Accepted Government Auditing Standards (GAGAS) be followed in audits of executive branch departments’ and agencies’ financial statements.

The Single Audit Act Amendments of 1996 (Public Law 104-156) require that GAGAS be followed in audits of state and local governments and nonprofit entities that receive federal awards.
	The Inspector General Act of 1978, as amended, 5

U.S.C. App. (2000)

The Chief Financial Officers Act of 1990 was expanded by the Government Management Reform Act of 1994 (Public Law 103-356)
	United States General Accounting Office


SECTION 6 ETHICS STATUTORY FRAMEWORK AND STANDARD-SETTING
Questions 57-66 Relating to the PCAOB

Section 6A – Statutory Framework

45. For each of the following types of professionals, please indicate the name of the legal authority and/or self-regulatory rules establishing ethics standards for accountants and auditors in your country, the date of the last amendment of such authority or rules and the name of body responsible for setting the ethics standards. 

	Type of professional covered
	Name of applicable legal authority
	Date of last amendment

(e.g., MM/YYY
06/2001)
	Name of body responsible for setting ethics standards

	Professional Accountants in Public Practice
	AICPA – Code of Professional Conduct

State boards of accountancy rules/regulations

SEC Rule 2-01 of Regulation S-X

Section 103(a)(1) of the Sarbanes-Oxley Act directs the Public Company Accounting Oversight Board to establish auditing and related attestation standards, quality control standards, and ethics standards to be used by registered public accounting firms in the preparation and issuance of audit reports.
	12/2003

Varies based on state

02/2003

04/2003


	AICPA Professional Ethics Executive Committee

Each state board of accountancy

Securities and Exchange Commission for listed entities

Public Company Accounting Oversight Board for listed entities

	Professional Accountants in Business


	AICPA – Code of Professional Conduct

State boards of accountancy rules/regulations

SEC
	12/2003

Varies based on state
	AICPA Professional Ethics Executive Committee

Each state board of accountancy

	Professional Accountants in the Public Sector
	AICPA – Code of Professional Conduct

Generally Accepted Government Auditing Standards, Amendment No. 3
	12/2003

01/2002
	AICPA Professional Ethics Executive Committee

United States General Accounting Office (GAO)


a. How can IFAC obtain copies of these documents?  

AICPA Code can be obtained at http://www.aicpa.org/about/code/index.htm.

SEC independence rules can be obtained at www.sec.gov.

PCAOB rules can be obtained at http://www.pcaobus.org/rules/Release2003-006.pdf
The GAO independence rules can be obtained at   http://www.gao.gov/govaud/ybk01.htm
Access to the various state boards rules can be obtained at http://www.aicpa.org/states/info/index.htm
b. Are the documents available in English? 
Yes
X
No
□
	Name of body responsible for setting ethics standards

(as indicated in Q55)
	Nature of body
	Name of standards

	AICPA Professional Ethics Executive Committee
	The Professional Ethics Executive Committee (PEEC) is the senior technical committee of the AICPA.

The American Institute of Certified Public Accountants is the national, professional organization for all Certified Public Accountants.
	AICPA Code of Professional Conduct

	State boards of accountancy
	State boards of accountancy are government bodies who license CPAs. 

In order to obtain and maintain the CPA license, CPAs must comply with the requirements and rules of the state board(s) in which they are licensed and/or practice. These requirements vary from state to state.


	State board of accountancy rules and/or regulations.

	Securities and Exchange Commission
	U.S. Congress established the Securities and Exchange Commission in 1934 to enforce the securities laws, to promote stability in the markets and, most importantly, to protect investors.

The SEC rules are applicable to the auditors of listed entities.
	SEC Rule 2-01 of Regulation S-X 



	Public Company Accounting Oversight Board
	The PCAOB is a private-sector, non-profit corporation, created by the Sarbanes-Oxley Act of 2002. Its standards are applicable to listed entities.
	PCAOB ethics and independence standards. See PCAOB Rule 3500 and 3600T.

	U.S. General Accounting Office
	The General Accounting Office is the audit, evaluation, and investigative arm of the US Congress. The GAO rules are applicable to government and certain not-for-profit organizations
	Generally Accepted Government Auditing Standards, Amendment No. 3, Independence


(The information below relates to questions 57-66 for the Securities and Exchange Commission, State Boards of Accountancy, and the Generally Accepted Government Auditing Standards Amendment No.3. Refer to the AICPA response for information relating to the AICPA’s Professional Ethics Executive Committee and the PCAOB).

Securities and Exchange Commission
Securities and Exchange Commission

57. How many voting members does the standard-setting body have?  

5 Years
58. Are the members of the standard-setting body involved on a voluntary basis or employed by the standard-setting body? 


Voluntary
□
Employed
X

Both
□ 
If both, please describe 

59. What are the criteria considered in selecting members of the standard-setting body (e.g., best person for the job, sector of the profession, private and public members, academic, geographical representation, etc.)?

No more than three Commissioners may belong to the same political party.

60. Who appoints these members (e.g., member body, government, user, regulator, etc.)?

The President of the United States with the advice and consent of the Senate.

61. What is the term of appointment for members? 
5 Years
62. For how many years has the standard-setting body been in existence?
70 Years


63. Please indicate the budget of the standard-setting body for the last fiscal year.  

Note: Please enter a whole number using commas (e.g., 4,000,000)

$811,000,000 US$
Note:  This budget is for the entire SEC, not just for the rulemaking activities.


Please enter the exchange rate used to calculate this number.  1.0000
Note: Please enter a decimal amount (e.g., 4.0027)

64. To what entity is the standard-setting body accountable?

United States Congress
65. Describe the due process followed by the standard-setting body.  Please include explanations of the following:

a. public exposure of standards

Concept Release: The rulemaking process usually begins with a rule proposal, but sometimes an issue is so unique and/or complicated that the Commission seeks out public input on which, if any, regulatory approach is appropriate. A concept release is issued describing the area of interest and the Commission's concerns and usually identifying different approaches to addressing the problem, followed by a series of questions that seek the views of the public on the issue. The public's feedback is taken into consideration as the Commission decides which approach, if any, is appropriate. 

Rule Proposal: The staff of the SEC drafts a detailed formal rule proposal and presents it to the full Commission. Unlike a concept release, a rule proposal is specific in its objectives and methods for achieving its goals. Following approval by the Commission, the rule proposal is presented to the public for a specified period of time, typically between 30 and 60 days for review and comment. Input once again is considered as a final rule is crafted. 

b. accessibility of meetings (i.e., public or private)

Meetings are open to the public and the news media unless the discussion pertains to confidential subjects, such as whether to begin an enforcement investigation. 

c. approval process for final standards (i.e., majority required to approve final standards) 

Rule Adoption: Finally, the staff of the SEC presents a final rule to the full Commission for its consideration. If adopted, the measure becomes part of the official rules that govern the securities industry. If the rule is a major rule, it may be subject to congressional review and veto prior to becoming effective. 

d. other relevant due process activities

66. Approximately how many days per year does the standard-setting body meet in full session (including teleconferences)?

The SEC meets very frequently; however, rulemaking is only one aspect of its full responsibility.

U.S. General Accounting Office

United States General Accounting Office, Comptroller General as advised by the 

Advisory Council on Government Auditing Standards.  Note:  technically, the Comptroller General sets the standards; however, the answers that follow are related to the Advisory Council on Government Auditing Standards.

57. How many voting members does the standard-setting body have?

25 years.

58. Are the members of the standard-setting body involved on a voluntary basis or employed by the standard-setting body? 


Voluntary
X
Employed
□

Both
□ 
If both, please describe 

59. What are the criteria considered in selecting members of the standard-setting body (e.g., best person for the job, sector of the profession, private and public members, academic, geographical representation, etc.)?

Collectively, they provide strong knowledge of financial, compliance, and performance auditing and program evaluation at all levels of government.   There is a mix of both practitioners (from both large and small firms) and users at all levels of government, as well as academics.  

60. Who appoints these members (e.g., member body, government, user, regulator, etc.)?

They are appointed by the Comptroller General.  The new members are selected from nominations received from relevant professional organizations.

61. What is the term of appointment for members? 



3 years. 

62. For how many years has the standard-setting body been in existence?

32 years. The US General Accounting Office has been in existence for 83 years.  The Comptroller General first issued standards for government auditing in 1972; major revisions were made in 1981, 1988, 1994, and 2003.

63. Please indicate the budget of the standard-setting body for the last fiscal year.  

Note: Please enter a whole number using commas (e.g., 4,000,000)

Note:  This budget is for the entire GAO, not just for the standard-setting activities.


Please enter the exchange rate used to calculate this number.  1.0000
Note: Please enter a decimal amount (e.g., 4.0027)

64. To what entity is the standard-setting body accountable?

United States Congress

65. Describe the due process followed by the standard-setting body.  Please include explanations of the following:

a. public exposure of standards

Standards are exposed to the public in accordance with the Administrative Procedures Act, the pertinent part which can be found at http://www.archives.gov/federal_register/public_laws/administrative_procedure_act/553.html.  

b. accessibility of meetings (i.e., public or private)

Meetings are open to the public in accordance with the Administrative Procedures Act, the pertinent part which can be found at http://www.archives.gov/federal_register/public_laws/administrative_procedure_act/552b.html.  At the end of every meeting, there is an open comment-period where participants can provide comments and feed-back.  

c. approval process for final standards (i.e., majority required to approve final standards) 

The Advisory Council, upon reaching consensus, will make recommends to the Comptroller General, who decides on the final standards.  The Advisory Council does not have a voting policy.

d. other relevant due process activities

The Comptroller General and the Advisory Council often meet with constituents when developing projects.  In addition to the due-process procedures, the Comptroller General often seeks comments from specific constituents throughout the process.  

66. Approximately how many days per year does the standard-setting body meet in full session (including teleconferences)?

4-6 Days
Questions 57-66 Relating to the State Boards of Accountancy

State Boards of Accountancy

The answers to questions 57-66 will vary by state – please contact relevant State Board.
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