
NEW JERSEY STATE BOARD OF ACCOUNTANCY

Public Session Minutes
February 20, 2003

A meeting of the New Jersey State Board of Accountancy was convened in accordance with the
provisions of the Open Public Meetings Act. Pursuant to those provisions, the proper notifications
were made to the Secretary of State's office, the Camden Courier-Post, the Trenton Times, the
Asbury Park press, the Record and the Star-Ledger. Herb Lipman, President of the Board, called the
meeting to order at 9:30 A.M. and the following roll call was taken:

Elizabeth Burns, CPA Excused

Robert Cagnassola, CPA Present

Andy DuBoff, CPA Present

Bennie Hadnott, CPA Present

Aubrey Kosson, CPA Present

Herb Lipman, CPA Present

Jeanne McPartland, Public Member Excused

Al Pisano, Public Member Present

Gail Ryan, CPA Present

Margaret Shoe, Public Accountant Present

Robert Sommer, Public Accountant Present

John Tully, CPA, Government Member Excused

Also present at the meeting were Jay J. Church, Executive Director; Marianne Greenwald, DAG;
Dale Nelson, Director of Accounting; Melba Perez, Assistant to the Executive Director; Ralph
Thomas, Executive Director, NJSCPA; John F. Dailey, President, NJSCPA; James B. Evens Jr., CPA,
President-Elect, NJSCPA; Mike Polito, CPA, Immediate Past President, NJSCPA, and the students
from Felician College, Rutherford, N.J., Accounting Department.

I. Minutes of the Meeting of January 23, 2003

The Board reviewed the minutes of the meeting of January 23, 2003 and on a motion by Andy
DuBoff, seconded by Robert Sommer, the Board approved the minutes with corrections.

II. President's Remarks

Herb Lipman, President of the Board, remarked that David Costello, President and CEO of NASBA
and Michael Conaway, Chairman of NASBA appeared before the newly formed PCAOB Committee
on February 4, 2003 of the SEC and offered their remarks to the Board concerning the role NASBA
and the State Board of Accountancy play in the regulation of certified public accountant and public
accountants in the United States. Michael Conaway, Chairman, stated that the Boards regulate and
discipline over 550,000 accounting professionals and that the Board is the only regulatory entity in
the United States that can revoke a firm or an individual's license to practice accountancy. He



emphasized that NASBA is anxious to work with the PCAOB and the SEC since the state based
statutes and regulations provide a valuable platform federal regulation that the "Board" is about.

David Costello, President of NASBA commented on the "trickle-down" or "cascading" effect the
federal legislation may have at the State level. He asked the retorical question "will the
Sarbanes/Oxley Act be mandated into law at the State level". His response was a definite "maybe".
Herb Lipman reminded the Board that we have already seen three bills introduced in the Assembly
that are directly related to the passage of Sarbanes/Oxley Act of 2002.

The President directed that all Board members receive a copy of the latest Focus Questionnaire
distributed by M.C. Princey Harris, Chair, Committee on Relations with Member Boards that is due
April 4, 2003 to our Regional Director, P. Robert Fox. As has been our practice in the past that all
Board members should offer comments on the questions and submit them to the Executive Director
for finalization before April 3, 2003.

The President brought to the attention of the Board a new "proposed bill" in the State Senate that
would require every licensed certified public accountant and public accountant to pay a $50.00
surcharge to be applied to a pool of money to offset medical malpractice insurance shortfalls facing
physician. The President asked Ralph Thomas to comment on the efforts by the Society to discover
the origins of the bill and why it is needed. Ralph Thomas, Executive Director of NJSCPA
commented that they have not been able to determine at this time the sponsor of the measure,
however, in discussing the proposal with the Committee holding the bill it was not clear how licensed
certified public accountants and public accountants were included in the surcharge requirement.
They are continuing to press the legislative committee for answers and will keep the Board informed.
The Society's position is that the surcharge should not include certified public accountants or public
accountants. The Board concurs. For now the proposal is still in committee.

The President reminded the Board that they should look at two articles in the February 2003 edition
of the AICPA's Journal of Accountancy on the Sarbanes/Oxley Act.

III. Executive Director's Remarks

Jay J. Church reported to the Board on the 21st Annual Executive Directors Conference in San
Antonio, Texas, February 9-12, 2003.

Forty-two of the fifty states were represented along with the District of Columbia and Guam. This
conference was the first time that NASBA combined the annual CPE Conference with the Executive
Directors conference. The CPE Coordinator for the Board, Dale Nelson attended the one day
conference. As has been done in the past the State Board Legal Counsel Conference convened in
conjunction with the Executive Director's. Marianne Greenwald, Deputy Attorney General attended.

The Executive Directors heard the report of Michael Conaway, Chairman of NASBA and David
Costello, President and CEO of NASBA, concerning their February 4, 2003 testimony before the
PCAOB of the SEC. Their remarks have been reported earlier in these minutes.

The Roll Call of the States portion was informative.

California has introduced legislation(AB-2873) to enhance standards for audit documentation for all
audits performed by their licensees.

AB 2970 relates to employment of an auditor by the audit client and is intended to stop "revolving
door" employment practices.

These two bills are related to the recent passage of the Sarbanes/Oxley Act of 2002.



California is also amending regulations in order to comply with the new CBT in 2004.

All states remarked on the same problems. State budgets have curtailed their abilities to introduce
new programs and State legislatures have been sweeping money from their fees to offset budget
shortfalls.

Prometric handed out a chart showing the locations of testing sites by state. New Jersey has six sites
identified with the availability of 122 seats. This is one less site then originally. Within the
metropolitan area of New York, Pennsylvania and New Jersey there are a total of 633 seats available
and 33 sites.

Arlene Thomas, President of Examination Services, AICPA, informed the conferees that there will be
no "simulations" on the first two administrations of the CBT. They have had difficulty in producing
this segment. The "simulations" section of the exam will have multiple choice type questions instead
that will track to the type of problem created by a simulation.

After some discussion by the Boards on how to grade the examination, ERB has determined that the
examination will be graded on a 100% scale with 75 being the passing score.

New Jersey A-2683 has been posted for a vote. The Board requested that the Executive Director and
the Board President determine if there is any other comments needed by the Board to notify the
sponsors that the Board opposes the passage of this bill. Jay Church and Herb Lipman will attempt
to speak with the Deputy Director of the Division about additional comments being added to our
original comments.

Dale Nelson, CPE Coordinator, submitted his comments on the CPE Conference. He reported that
ten states had accepted the Uniform Standards in there entirety. New Jersey has included most of the
Standards in our existing regulations. There are some issues with regard to New Jersey Regulations
and the Standards. All self-study now provides credits on 50 minute hour, credits can be issued on
half-credit hour basis, and college and university course are different, the Standards are
recommending 15 credits per college credit.

Since Standards do not address the number of credits required for a licensing period, there will
always be differences between jurisdictions unless all jurisdictions have the same licensing period and
renewal periods.

Texas is introducing a new 4-credit course in ethical thinking. It is not state specific but could be used
as a qualifying CPE course. E-Learning is being used by larger firms for staff training. More
effective and a cost savings.

It is recommended that in the future NASBA hold these CPE conference biennially rather than
yearly. There is not enough changes in the CPE programs to warrant the expense of annual meetings.

IV. Request for Reinstatement Carried from the January 23, 2003 Meeting

In order to receive advice from counsel on these matters, the item was removed to the Executive
session of the meeting.

V. Requests for Reinstatement of Lapsed Licenses

On a motion by Margaret Shoe, seconded by Al Pisano, the Board voted to remove this agenda item
for discussion in the Executive Session in order to receive advice from counsel.

VI. Requests for Waiver of Educational Requirements



a. Michael Trager - Reciprocal Candidate from Pennsylvania

Mr. Trager has been a licensee of Pennsylvania since 1978 and request that the Board reciprocate
that license to New Jersey. He seeks wavier of our educational requirements. He lacks three credits in
business law, three credits in finance and eleven credits in liberal arts.

On a motion by Andy DuBoff, seconded by Robert Sommer, the Board voted unanimously to waive
our requirements and reciprocate his Pennsylvania license to New Jersey.

b. Karmel Terki-Candidate for CPA Examination, May 2003

Karmel Terki is a graduate of a foreign university (Institute, National des Finances, Algeria) and his
transcript indicates that he lacks twenty-seven credits in liberal arts of our requirement of 60 credits.
Mr. Terki seeks a waiver of thirty-three credits in liberal arts.

On a motion by Andy DuBoff, seconded by Robert Sommer, the Board voted unanimously to allow
Mr. Terki to sit for the CPA Examination. He must, however, complete 150 credits by 2005 before he
is licensed.

c. Tomasz Kotowicz- Requests a Wavier to Sit for the May 2003 CPA Examination

Mr. Kotowicz will graduate sixty-two days after the last date of the May 2003 CPA Examination. The
Board allows canidates to sit who will receive their baccalaureate degree sixty days after the last day
of the CPA Examination. Mr. Kotowicz requests a waiver of the two days.

On a motion by Margaret Shoe, seconded by Robert Cagnassola, the Board voted to waive the two
days Mr. Kotowicz will be over the sixty day policy of the Board and permit him to take the May
2003 CPA Examination. He is to be considered a 150 hour applicant and cannot license until he shows
proof of completion of that requirement. The vote of the Board was unanimous.

VII. Requests for Waiver of Continuing Education Requirements

a. Paul P. Wild-Request for Waiver of 58 CPE Credits until February 28, 2003

Mr. Wild has completed only 2 credits in CPE for this renewal period. He is requesting that he be
allowed to complete the remaining 58 credit by the end of February.

On a motion by Andy DuBoff, seconded by Bennie Hadnott, the Board voted to allow him the time to
get the remaining 58 CPE credits by February 28, 2003 with proof to the Board Offices that he has
completed them. In the meantime he is to remove "certified public accountant" from all stationary
and not hold out to the public as a CPA.

b. Sylvia Walton-Request for Waiver of Continuing Education Credits for an Unspecified Period of
Time

Mrs. Walton requested a waiver of the Board's CPE requirements for the current renewal period.
She did not specify a time when she would be able to comply with the requirement.

On a motion by Robert Cagnassola, seconded by Robert Sommer, the Board voted unanimously to
require that she obtain the 120 CPE credits, submit them for review, and to not hold out as a
certified public accountant until she has been notified by the Board that her CPE is acceptable.

VIII. Committee Reports



a. CPA Examination Committee Report

Gail Ryan had no report for the Board.

b. CPE Committee Report

Robert Sommer attended the NASBA Conference on CPE as a member of the NASBA CPE
Committee. He reported that the NASBA CPE Conference in San Antonio, Texas, February 11-12,
2003 was well attended. He reported that the NASBA CPE Conference is really set for the vendors
and to allow NASBA to see what is going on in the field. The conference discussed the subject of the
use of the e-mail for CPE courses. That concept is being developed and used in limited areas but it is
a mode for the future of CPE course because of the convenience for firms and small practitioners.
The NASBA CPE Committee heard from two providers who did not measure up to NASBA
standards at this conference. The CPE Committee voted to keep the two in the program and work
with them to straighten out their home study CPE programs.

Uniform Standards for CPE is still a confused issue. There will not be any uniformity in the near
future. Vendors are trying to keep their programs up to date. On vendor has spent $150,000.00 a year
to do so.

c. Ethics Committee Report

Gail Ryan had no report for the Board but stated that the Committee will be monitoring Texas Ethics
Course development.

d. RMA Committee Report

Robert Cagnassola reported that the grades have been sent to candidates of the December 7,2002
exam with no requests for review at this time. There will be a RMA Committee meeting in March.

e. QE Committee Report

Robert Sommer deferred to Dale Nelson, Director of Accounting, for his report. Dale Nelson
reported that he is currently reviewing reports done in the past year and will not be calling a meeting
of the Standing Committee until the three additional members requested have been approved by the
Director of Consumer Affairs.

f. Education Committee Report

Aubrey Kosson reported that he will be coordinating the efforts of the Committee with the Education
Committee of NJSCPA in the future.

g. Reciprocity Committee Report

Margaret Shoe had no report for the Board. Letters will be going out to all states requesting updates
on their regulations.

h. Nominating Committee Report

Robert Sommer requested that anyone interested in a Board office, should contact him. Elections for
officers will take place in April 2003.

i. Rules/Regulations Committee Report

Andy DuBoff reported that the Committee had convened with Maryann Sheehan, regulatory analyst,
Marianne Greenwald, DAG, Jay Church Executive Director to discuss amendments to the



regulations in light of the upcoming change in the examination from a paper based test (PBT) to a
computer based test (CBT).

A number of States have already addressed issues that we have identified as needing revision in our
regulations. We will look to those states revisions as a guide for ours. The Committee will be
scheduling additional meetings as needed.

Progress was made. The Committee proposes that the UAA Rules be adopted as much as possible.
New rules should be in place by December 2003 in order to accommodate candidates for the April
start date of the CBT.

j. Professional Liaison Committee Report

Andy DuBoff reported on the proposed introduction of legislation to create a surcharge on certified
public accountants should be tracked by the Board through the Division of Consumer Affairs.

H & R Block ads that have been running on television during prime time have been detrimental to
the profession. The AICPA and the NJSCPA have both sent strong letters to H&R Block objecting to
the advertisements and the inferences made about certified public accountants.

A reminder that the NASBA Annual Meeting in October will take place in Maui, Hawaii.

k. Planning Committee Report

There was no report from the Committee.

IX. Public Comments

Ralph Thomas, Executive Director, NJSCPA remarked that over 400 people have been scheduled for
the the Ethics course offered by the Society. Managing Partners at the big four have scheduled in
firm training sessions. In the meantime lecturer are being trained by the Society.

A-2683 has moved to committee and has had a second reading in the Assembly. Ralph Thomas
encouraged individuals to write to their assemblymen or women to object to the passage of this
legislation.

All board members, individually should write to H&R Block concerning the ads mentioned earlier.

The issue of firm registration has come up to the Society. Members are complaining that they are
being hit twice by the Board for registration. There is a need for clarification of the statute requiring
individuals who are sole practitioner to register as a firms.

The NJSCPA Scholarship Program is scheduled for 6:30 P.M., April 3, 2003 at the Sheraton at
Woodbridge Place, Iselin, Route 1. Invitations to Board members are being sent.

The NJSCPA Annual Meeting in San Diego in June will be offering an Ethics Course.

Ralph Thomas stated that everyone should continue to work on legislation issues. Don@t take it for
granted that your legislator is up on all the issues that affect the profession.

Mike Polito, Immediate past President of NJSCPA stated that some members of the Society had still
not received licenses. Jack Tully has been very helpful in resolving some of the problems.

The Board on a motion by Andy DuBoff, seconded by Margaret Shoe, unanimously voted to adjourn
the Public portion of the meeting at 12:05 P.M. in order to re-convene in Executive Session to discuss



a report from the Investigatory Inquiry committee. Receive advise from legal counsel on issues of
reinstatement, and review four consumer complaints.

Respectfully submitted,

Jay J. Church
Executive Director
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