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New Legislation Gets Tough On Unauthorized Practice 

When the Sarbanes-Oxley Act was enacted in 2002, it contained a provision urging CPA license-granting 
jurisdictions (i.e. boards of accountancy) to “make an independent determination of the proper standards 
applicable” in the various states.  

As a result, the Michigan State Board of Accountancy made recommendations for changes to the 
Occupational Code, the State License Fee Act, the Criminal Procedures Act, and the rules and regulations by 
which the State Board enforces that law. Those changes were reflected in Public Acts 277, 278 and 279 of 
2005, which were signed into law and became effective December 19, 2005. (Last month’s article in Leaders’ 
Edge provides an overview of this legislation.)  

These new laws contain a number of provisions dealing with the unauthorized practice of accounting. One 
change, in MCLA 339.723, increases the fine for violation of the rules relating to unauthorized practice from 
$10,000 to  
$25,000 per violation.  

Another change, in MCLA 339.735, makes a violation of Section 723 a felony punishable by a fine of not 
more than $25,000 or imprisonment for not more than five years, or both. Previously, a violation was only a 
misdemeanor.  

Section 735 also authorizes the Attorney General or the prosecuting attorney of any county to pursue an 
action for unauthorized practice in the appropriate county.  

In addition, the MACPA has authority as an “affected person” under MCLA 339.601(5), (7) to “maintain 
injunctive action to restrain or prevent a person” from the unauthorized practice of accounting.  

MACPA members, who have a vested interest in protecting the public and the CPA profession from 
unauthorized practice, can and should play a vital role in detecting instances of unauthorized practice and 
reporting them to the Association. 

About the Author 
Lawrence R. Donaldson, senior shareholder in the Mt. Clemens Office of Plunkett & Cooney, P.C. just 
completed his second four-year term as a member of the Michigan State Board of Accountancy. 
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City of Detroit Clarifies Non-Resident Income Tax Regulation 

MACPA representatives joined with major Detroit employers at a meeting on March 8, 2006 to discuss the 
City’s new non-resident income tax return regulations. Detroit Finance Department officials clarified 
implementation and compliance questions, and are expected to update information on the City’s web site 
soon. 

As previously reported by the MACPA, the City of Detroit is requiring non-resident taxpayers (filing Detroit 
Non-Resident tax return Form D-1040 (NR)) who allocate less than 100 percent of their income to services 
performed in the City to provide documentation. Without the appropriate documentation, tax returns will be 
sent back to the employee. 

Specifically, a non-resident taxpayer must substantiate lines 1 and 2 of the Schedule N allocation by 
providing documentation/work log and a letter from the employer stating that he or she is required to 
perform job-duties outside of the City. 

The MACPA has obtained a sample verification letter to assist in compliance with this new regulation. 
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Navigator of the Profession: Profile of Carla E. Sledge  

As the CFO of Wayne County, Carla directs the Department of Management and 
Budget and is responsible for the administration of finances for all county departments 
and agencies supported by the county's $2.1 billion budget. An active volunteer in her 
community and profession, Carla currently serves as a director on the MACPA Board; 
she also is the current president of the Government Finance Officers Association 
(GFOA). 

1. What made you decide to go into  
the accounting profession? 

I did not start in the accounting profession. My first career was in education. In fact, I 
taught elementary and secondary education for twelve years before I entered the world of accounting. I 
developed my interest in accounting while teaching a course in bookkeeping, a course that I had never taken 
before. After a couple of years of “on the job training” with teaching bookkeeping, I decided that I liked this 
subject matter and perhaps I should pursue a career in this field. I interviewed with Touche Ross and joined 
the firm as a paraprofessional. I worked an 8- to 10-hour day and attended Wayne State University in order 
to gain the necessary requirements to sit for the CPA exam. The rest is history. 

2. What makes your job great? 

Like millions of others I am committed to serving the public. Public service is a high calling that is grounded 
more in personal values than market values. It involves looking out for the collective best interest of all, 
rather than a narrow interest of a few. As a result, it attracts people who want to maximize their self worth 
rather than their net worth, people who think more in terms of “we” than “me.” You are hearing this from 
someone who began public service in mid career for these very reasons. 

3. What advice would you have for those considering entering the CPA profession? 

I understand that CPAs are a hot commodity right now. My advice for those who might be considering 
entering the profession is to start your career in public accounting. Public accounting is a great training 
ground, as you are exposed to a variety of industries that can only add to your knowledge base. 

4. Describe how you have made a difference  
by being a CPA. 

Lately, the question of ethics and character has gotten a lot of play in the press. The recent wave of financial 
scandals in American businesses and elsewhere has taken a severe toll on public confidence. Through 
countless news reports, we have all become familiar with the names of various errant key players at 
companies like Enron, 
WorldCom, and yes, even Arthur Andersen. It is easy to forget that an institutional or individual reputation 
built over many years can be lost in seconds. And once you have lost your good name, it is very hard to get 
it back. Life is full of difficult decisions, and the right choice isn’t always the easy choice or the popular 
choice. But in the final analysis, I have to do what I think is right. I would like to think that I have made a 
difference to the CPA profession by keeping skills or personality traits like morality and ethics as important 
components of a higher calling and doing what I think was right. 

 
Carla E. Sledge 



5. Explain any obstacles you had to overcome to get  
to where you are today. 

It is no secret that the climb to success for women, especially a woman of color, in the finance industry—and 
the business world in general, for that matter—has been, at times, as challenging as scaling Everest without 
a rope. Nevertheless, all women are gaining strong footholds. In my former life, I was a teacher – a music 
teacher at that! As I mentioned earlier, I left the teaching profession and joined Touche as a 
paraprofessional. At that time, I was in my early 30s and just starting a career in public accounting. Many of 
my “bosses” were younger than me. Most of them did not have a spouse or children, little or no debt and 
pretty much had all the time necessary to study for the CPA exam. When I left work, I pulled the second shift 
at home and then if I was not totally exhausted I studied for the exam. It took me three tries before I passed 
the exam, but it was well worth it! 

6. What are your major professional accomplishments? 

I have never written a book, never had a patent or copyright. I have never run for an elected office or been 
on national television. And although I have held many offices in international, national, regional and state 
accounting or finance organizations and received many awards, the most important aspect about these 
accomplishments is that I was able to touch so many people. I have infused the doubtful with a renewed 
purpose and commitment. I hope that I can continue to inspire those whom I touch. 

7. What interests or activities are you involved  
in outside of work? 

I am the Youth Director at my church and I also teach aerobics three times a week. In my “spare” time, I 
enjoy reading, music, traveling and entertaining. I volunteer a significant amount of time in assisting other 
churches with their books. That effort involves anything from preparing financial statements to assisting 
them with the filing of tax exemption under section 501 (c)(3) of the Internal Revenue Code. I am a member 
of several organizations: National Association of Black Accountants (NABA), Michigan Association of Certified 
Public Accountants (MACPA) and Government Finance Officers Association, to name a few. In each one of 
these organizations I have served in a leadership capacity either as a board member or president. 

8. Are there any other interesting things about yourself or your career that you would like to 
share with other members, potential members and students? 

I would like to put in a plug for CPAs who might be considering a career change. The simple but powerful 
truth is that government needs top talent at all levels to help tackle the serious problems that currently face 
our nation and those that loom on the horizon. It needs people who are creative and forward-looking, people 
who can think beyond current realities to see future possibilities. This need will become even stronger given 
the large number of baby boomers that will begin to retire in the coming years. As a result, the opportunities 
to make a real and lasting difference for your country and your fellow citizens have never been greater. 

9. What is your most meaningful volunteer experience? 

I believe that volunteerism is one of the most valuable character-building, career-enhancing investments 
made by professionals. I also believe that it is key for people who not only desire successful lifework, but 
hunger to reap the rewards of living purposefully.  

Volunteerism is a career investment that enables a person to gain new skills and add a passionate cadre of 
focused, caring, committed people into his or her professional circle. That being said, perhaps the most 
rewarding volunteer experience for me is when I have the opportunity to work with students. Whether it is a 
mentor relationship, providing some tutoring, or affording them with lasting leadership skills, this is an 



opportunity for me to give back. 

10. How do you balance your personal  
and professional life? 

Now that is a big question. A few months ago I tried to break down my life into 3 categories: business, 
personal, health/spirit. I rated each area on a scale of 1-10. After this scaling, it became obvious where I 
need to focus. I have worked on balancing these three numbers to achieve my own sense of life balance. My 
business and health/spirit areas flourish while my personal life is currently taking a back seat and that is OK.  

11. What have you learned from your mentors?  

I owe my accomplished career to the support of mentors – often men – during the ‘80s, a time when clients 
and colleagues were not always welcoming to the gentler sex. I suggest that you find and adopt a mentor 
early. It is a way to develop your career quickly. I have learned that the importance of developing your own 
career plan cannot be stressed enough, but your plan does not need to be so rigid as to not allow for the 
possibility of change and the ability to take advantage of unforeseeable opportunities. You should never be 
locked into a single vision of your future. Work on making yourself more flexible and responsive to 
opportunities. Be prepared with the necessary skills that would allow you to take advantage of alternative 
career paths. 

Secondly, many of us, women in particular, believe that talent and hard work bring success. These are 
definitely necessary ingredients, but they are not the only ones. If you don’t blow your horn, nobody else 
will. Many women feel that bragging or making others aware of their personal achievements and 
contributions is offensive and they should keep quiet. In fact, the opposite is true. You cannot wait for people 
to notice your contributions or brag on you, you need to do it for yourself. 

The number one lesson I learned from my mentors was the power of networking. The importance of 
networking, making connections at your office, in your industry and in the community, in order to increase 
your ability to take advantage of opportunities for career advancement. 

12. What do CPAs need now to be successful  
in the future? 

Once upon a time, not too long ago, Certified Public Accountants had a little trouble being recognized for the 
exciting, vital role they played in the lives of people and their businesses. They were viewed as the guys (and 
back then almost all of them were guys) over in the corner with the calculators and the green eyeshades and 
the pocket protectors. They were the ones with the ink-stained hands. The guys who knew everything about 
credits and debits, but never got any of the office jokes. Times Have Changed! Today, the accounting 
profession is evolving in dramatic ways. Women are becoming CPAs in record numbers. And the profile of the 
profession has risen dramatically. CPAs are running major corporations, starting exciting entrepreneurial 
endeavors, developing private practices that handle much more than tax returns. They are helping people to 
create the financial plans that will lead to secure futures. They are entering the field of education. Or they are 
moving into areas of accounting that did not even exist a decade ago, such as Assurance Services, but that 
can have a powerful impact on tomorrow's business environment. The accounting profession today is high 
profile, exciting, stimulating, and offers boundless opportunities for building the sort of career you want to 
build. CPAs today are viewed as leaders, as people on the cutting edge of business and industry, as people 
with private practices that matter, as people who are close to the heart of the action. When opportunities for 
CPAs are expanding as rapidly as they are now, it becomes crucial to have proactive approach. Get into the 
loop as early as possible to keep abreast of new opportunities and to make the connections that matter in 
terms of career growth.  
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MACPA Advocacy Efforts Reach Far Beyond State Border 

Interstate practice has been a very hot topic lately.  

California’s longtime statute that allowed for incidental practice by out-of-state CPAs was 
repealed January 1, 2006. A new “practice permit” requirement was designed to protect 
the public by providing the California Board of Accountancy (CBA) with more control and 
disciplinary muscle over out-of-state practitioners. Essentially, the CBA imposed full 
licensure and registration – a costly and time-consuming process – for all services.  

An outcry from the CPA community within the state of California and around the country 
cited numerous problems with California’s new law: its complexity, breadth of reach, 
inadvertent interference in existing long-term client relationships, interference with 
interstate commerce and its deviation from the UAA’s intent of substantial equivalency. 

As a result of the profession’s intense advocacy efforts, the California Board of Accountancy agreed to ease 
the cumbersome practice privilege requirements at its meeting just a couple of weeks ago.  

The MACPA will continue to monitor the practice privilege issue in California, and will keep you abreast of any 
news  
or changes. 

While navigating state accountancy statutes and regulations is a complex task – and especially cumbersome 
for smaller firms and sole practitioners – complying with regulations has always been part of our business.  

That’s why our advocacy role is so important.  

Moving from what’s happening on the West Coast to our nation’s Capitol, MACPA’s Legislative Advisory Group 
met with Sen. Debbie Stabenow and other members of the Michigan Congressional Delegation in 
Washington, D.C. last week to talk about a wide range of legislative issues. After discussions with our 
members, Sen. Stabenow expressed support for CPAs’ relief from the requirements of the Gramm-Leach-
Bliley Act. A member of the Senate Committee on Banking, she took a leadership role and prepared a written 
statement to the Committee. 

Looking within our state’s border, one of the top stories in this issue of Leaders’ Edge explains how the new 
accountancy laws provide more incentive for tracking down and prosecuting copycat CPAs who provide 
dishonest, negligent or fraudulent services.  

As you know, the MACPA has played a key role in this  
new Accountancy Reform legislation. But, our job there  
is not yet finished as we continue to be involved in the rulemaking process. 

Another hot issue is a new requirement for Detroit’s non-resident taxpayers. The City says those who allocate 
less than 100 percent of their income to services performed in the City must provide documentation with 
their tax returns. Read the full story to find out how MACPA worked to clarify the new requirements. 

 

Peggy Haw Jury 
2005-2006 MACPA 
Chair of the Board

 



The MACPA is committed to assisting members and serving as a resource regarding important issues right 
here at home, and those thousands of miles away – ensuring the integrity of the CPA designation is protected 
while the profession’s top priority of public protection is upheld. 
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MACPA Volunteers Provide Free Tax Preparation to 100 Low-Income Individuals and 
Families 

A team of 20 MACPA volunteers, including CPAs, accounting professionals and students, completed more 
than 100 tax returns for low-income individuals and families in the  
Metro-Detroit area at Focus:HOPE on two Saturdays  
in February.  

The MACPA, as an initiative of the Communications Task Force, “adopted” Focus:HOPE on February 11 and 
February 18 in conjunction with the Accounting Aid Society's Tax Assistance Program.  

Volunteers attended a training session prior to participating in the program, which equipped them with 
knowledge to get the appropriate – and much needed – credits for low income clients served at the program. 

The clients receiving these free services met income eligibility requirements of up to $20,000 annual income 
for individuals and up to $38,000 for families. Generally unable to afford the valuable advice of a CPA, they 
likely would miss out on the tax credits they could receive without the help of MACPA members. 

The MACPA thanks the dedicated volunteers who participated in the program:  

View photos from the two programs on the MACPA web site.  

Amy Drouillard 
Ara Belian  
Ayhan Chaushev 
Brenda Tsang 
Diane Edwards  
Eric Sumners 
Ganell Smith-Mack  
Gwendolyn Montgomery 
Iman Hanna 
Jaime Finfrock

John Douglas 
Joseph Robach 
Julie Oldham 
Lori Switzer 
Mark Rottermond 
Paul Taros 
Phyllis Kramer 
Steve Zimmer 
Tom Collins  
Verne Paxton
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Successful Student Contacts Help Secure the CPA Future 

A priority on the MACPA’s to-do list is a continuing effort to grow the CPA profession by reaching out to 
students and encouraging them to consider careers in accounting.  

MACPA Accounting Blitzes, in partnership with Junior Achievement (JA), represent one very successful 
strategy to promote the profession and increase financial literacy at the same time. Volunteers and students 
alike are pleased with the program’s results.  

"It is all about making a difference,” says Gail Sparks Pitts, MACPA Board Treasurer and controller at Oakland 
Community College. “It doesn’t matter how much money you make, how hard you work, how successful you 
become or how you display success, if you do not touch the life of another, you are not yet a success.”  

The MACPA has several Blitz dates scheduled for Spring 2006, and is seeking volunteers to visit various 
elementary schools throughout the state on those dates. Volunteers will teach business basics using lesson 
plans and activities prepared by JA. A short training session held prior to the Blitz date will familiarize 
volunteers with JA’s teaching materials.  

The following Blitz dates in Detroit have already been scheduled: May 16 – Beckham Elementary, May 24 – 
Bennett Elementary and May 26 – Miller Elementary. More dates for other locations throughout the state will 
be determined soon. At this time, you can also sign up to volunteer at a Blitz in one of these additional 
locations: 
Saginaw, Flint, Grand Rapids and Traverse City. You’ll be contacted by an MACPA staff member when official 
dates are determined to confirm if you’re available to volunteer.  

Take part in this excellent initiative to promote the CPA profession to students at a young age.  
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Succession Planning: A Vital Issue for CPA Firms 

The numbers are shocking! An AICPA Private Companies Practice Section (PCPS) study shows that 60 percent 
of the CPA firms surveyed have owners between ages 55 and 62. In addition, 74 percent of these practices 
predicted that at least one of their staff members will retire in the next five years, according to the 2004 
study. This study from PCPS, the AICPA’s alliance for firms, surveyed nearly 500 practices to understand how 
they’re handling succession planning. 

Here, though, is the real shocker: 81 percent of the firms said they had no documented succession plan in 
writing. A worrisome figure, considering that the expected massive transfer of management could profoundly 
impact firms of all sizes. Not only is the number of retiring baby-boomer CPAs expected to soar, but with so 
little succession planning now, the next 10 years may see a shortage in management  
staff and a likely buyers’ market for firms that must sell out to survive. 

Fortunately, PCPS research indicates that firms are not oblivious to the trouble on the horizon. Over several 
years, the Survey of Top 5 Practice Management Issues has shown succession planning to be among firms’ 
biggest concerns. Additionally, the previously discussed study reveals that 62 percent believe succession 
planning will be a significant issue for them in the near future, with most practices stating they would face 
challenges with this issue before 2015. Of the total, 28 percent expected the need to address succession in 
five to 10 years, 18 percent in three to five and 14 percent in one to three. Along with that, 10 percent were 
in the midst of succession planning challenges, 16 percent did not expect challenges for a decade or more, 
and only 14 percent did not believe any issues in this area would be a problem.  

At the same time, few practices have actually begun work in this arena. Fifty percent of those without a 
succession planning process stated they intended to start it soon, and 22 percent did not even see the need 
for one. A scant  
23 percent indicated they had begun a plan and expected to complete it soon, while five percent had 
completed one but had yet to get it approved by others at their firm. 

Why is succession planning so important?  
Besides preventing the possible management shortage and buyers’ market for firms, such plans aid in a 
leader’s smooth transition to retirement and the long-term success for a practice of any size, building its 
strength and ultimately protecting its largest asset on the balance sheet: its staff.  

Also, for smaller practices, if they lose a partner or other key player, they may feel the loss more keenly than 
a larger firm. With fewer people, smaller firms have more difficulty filling leadership roles, especially if such 
practices haven’t prepared or trained well in advance.  

Beyond that, the importance of succession planning is about more than just finding the right person to take 
over. It’s also about always operating effectively in all aspects of your business, from marketing to strategy 
and management to grooming and training staff for leadership, thereby not only extending your firm’s life 
but also increasing its value. 

So how can your firm begin tackling succession? Try these guidelines to start the process: 

¸ Recognize the need to plan. Every action that owners take today builds a foundation for what will 
happen to the firm five or 10 years from now. As a result, it’s better to have a strategic plan for where 



Each firm will have its own set of issues to address, but this list provides a draft outline for an initial written 
plan. For each strategic area, a practice can add its own questions, like the ones above, until it has a list of 
topics to discuss. Then that firm can begin to form its own answers to all of these questions. Once the 
answers are formulated and set in writing, they become a firm’s written succession plan. 

For more information on succession planning, check out  
the following: 

¸ Preparing for Transition: The State of Succession Planning and How to Handle the Process in Your Firm, 
a free white paper available from the PCPS web site, select valuable information and resources,  
then Succession Planning. Other free resources are also available.  

¸ Securing the Future: Building a Succession Plan for Your Firm, a book written by Bill Reeb, CPA, and 
issued by PCPS (http://pcps.aicpa.org/products;  
press the “Member Discounts” button, and scroll toward the bottom of the “AICPA Practice Management 
Publications” column).  

firm leaders would like to be in 10 years – and how they will get there – than to wait passively to see 
what will happen next.  

¸ Treat succession planning as an everyday business activity, not one more item on the firm’s 
“to do” list. Succession planning encompasses many other areas, including leadership, recruiting and 
retention, compensation and more. It’s simply good business to address all of these issues, and this 
can be accomplished under the umbrella of the practice’s succession planning efforts.  

¸ Put together a corporate structure. In some firms, owners make decisions about their own parts of 
the practice on an ad hoc basis. When a practice plans for the future, it becomes clear that transition 
in particular will run more smoothly if there are firm-wide procedures in place addressing such topics 
as hiring and firing, compensation, and other administrative issues. Practices may also want to 
consider putting together a board of directors. Even the smallest firm can benefit from a board’s 
advice and oversight.  

¸ Create a written succession plan. The process of putting the plan together helps practitioners to 
address issues in an orderly fashion and organize their thinking about succession. It also documents 
firm policies. A firm can begin by outlining these important aspects of succession planning:  

 

¹ Retirement. What’s the required retiring age, if any? How does your firm handle 
retirement funding? What’s the compensation for retiring owners?  

¹ Client transition. When and how will owners relinquish control over longstanding clients 
and engagements? How will younger staff become involved in existing accounts?  

¹ Developing future leaders. What’s the career path for promising prospective owners? 
What kind of training should they receive? What requirements will there be for new 
owners?  
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Governor Approves Treasury Access Provisions 

On February 7, Governor Jennifer Granholm signed into law nine of 12 House Bills that make up the Job 
Providers’ Bill of Rights. The package, designed to ease Michigan Department of Treasury red tape and 
protect taxpayers from unreasonable deadlines, received overwhelming support in both the Michigan House 
and Senate.  

Approved changes will include adding mechanisms for expediting the informal conference process, requiring 
auditors to inform taxpayers of potential refund opportunities and extending the deadlines for appealing 
Department of Treasury rulings.  

Visit the MACPA Government Relations’ Legislative Tracking page to learn more about these newly enacted 
laws. 
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Reporting on Material Weakness Standard Gets Final Okay 

The Public Company Accounting Oversight Board announced on February 9, 2006 that the SEC approved 
PCAOB Auditing Standard No. 4, which would apply when auditors report on whether a previously reported 
material weakness in a company’s internal control over financial reporting continues to exist as of a date 
specified by management.  

“Investors and issuers told the Board that this standard would provide assurance that public companies are 
working to address issues identified during the assessment of the companies’ internal control,” said Acting 
PCAOB Chairman Bill Gradison. “The SEC’s approval of this standard demonstrates that the Commission and 
the Board are responsive to the interests of investors, issuers and auditors.”  

The PCAOB will issue a clear and concise outline of the affirmative audit steps set forth in Auditing Standard 
No. 4, as discussed in the Commission’s order.  

The Standard, adopted by the Board on July 26, 2005, establishes a stand-alone engagement that is entirely 
voluntary, performed only at the company's request, after the company has disclosed a material weakness in 
internal control under Section 404 of the Sarbanes-Oxley Act.  

The Commission’s order includes a discussion of how company management might disclose reports by 
management and auditors on whether a previously reported material weakness continues to exist.  

The text of Auditing Standard No. 4 can be found under Rulemaking on the Board’s web site. 
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AICPA Issues New Risk Assessment Auditing Standards 

In late February, the Auditing Standards Board (ASB) of the AICPA approved eight new Statements on 
Auditing Standards (SASs) - collectively referred to as the Risk Assessment Standards.  

The new statements, SAS No. 104 through SAS No. 111, will be effective for audits of financial statements 
for periods beginning on or after December 15, 2006. Early adoption is permitted. A summary of the new 
standards has been posted on the AICPA web site.  

Collectively, the Risk Assessment Standards establish standards and provide guidance concerning the 
auditor’s assessment of the risks of material misstatement (whether caused by fraud or error) in a non-issuer 
financial statement audit; design and performance of tailored audit procedures to address assessed risks; 
audit risk and materiality; planning and supervision; and audit evidence. 

In developing the Risk Assessment Standards, the ASB, which sets auditing standards for audits of privately 
held businesses and other “non-issuer” entities, had three objectives: 

¸ a more in-depth understanding of the audited entity and its environment, including its internal control;  
¸ a more rigorous assessment of the risks of where and how the financial statements could be materially 

misstated;  
¸ improved linkage between the auditor’s assessed risks and the nature, timing and extent of audit 

procedures performed in response to those risks.  

“The standards will result in more effective audits as a result of better risk assessments and improved design 
and performance of audit procedures to respond to the risks,” said John Fogarty, ASB chairman. “These 
standards will better help auditors focus on those areas where risk of misstatement is the greatest.” 

“These standards, along with our standard on fraud, gets to the very heart of the audit process,” said Chuck 
Landes, AICPA vice president, Professional Standards and Services. “Implementation of the new standards 
may require auditors to change their approach and perhaps the nature of the audit procedures performed. 
We believe that these standards, with support from the AICPA, will allow our members to find ways to 
improve the effectiveness of their audit engagements.” 

The new standards, available on or about March 8, 2006, may be purchased through the AICPA Store.  
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Task Force Releases Recommendations for Enhancing Peer Review Transparency 

The AICPA's special Peer Review Task Force released a set of recommendations to enhance the transparency 
of the Institute’s Peer Review Program.  

Recognizing the increased demand for peer review information by regulators and other users, the Task Force 
recommended that the peer review reports of firms that have received a second consecutive modified and 
any adverse peer review report should be provided to state accountancy boards.  

Other key Task Force recommendations include:  

¸ Peer review reports should be as concise as possible and written in “plain English.” The “grading” 
terminology should be simplified and the report should be a stand-alone document that discloses the 
significant matters affecting the type of report issued.  

¸ The current peer review administrative oversight processes should be made more transparent by 
communicating the objectives, procedures, and  
results of oversight to the public through annual, and in certain cases biannual, reports issued by the  
AICPA and the state CPA societies that administer  
the program.  

¸ To ensure a level playing field for all practitioners, all state boards of accountancy should require peer 
review as a condition of licensure.  

¸ The AICPA should conduct a comprehensive peer reviewer recruitment campaign to attract new, quality 
peer reviewers and to educate firms on the benefits of having its owners and staff members involved in 
performing peer reviews.  

¸ The AICPA should continue its peer review communications efforts to members and users of  
peer review.  

¸ The AICPA’s Peer Review Board should continue to ensure the high quality of peer reviewers, establish 
additional minimum requirements to be a peer reviewer, and consider requiring additional minimum 
criteria such as the number of accounting and auditing hours spent by a reviewer in his or her own 
firm.  

¸ The AICPA should provide a mechanism for members to comply with state board licensing requirements 
by allowing any AICPA firm to voluntarily post its peer review results in the AICPA’s current public file 
regardless of membership in a specific AICPA section or audit quality center.  

The recommendations were developed after nearly a year of study, which included an online poll in early 
2005 that assessed members’ attitudes about greater transparency of peer review results. More than 2,500 
members responded to the poll, providing valuable insight into ways to make the peer review process more 
effective and transparent. 

The Task Force’s full report is available from the AICPA web site. In addition, the AICPA has released a 
downloadable Q&A document that addresses many questions related to the new recommendations. 
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MACPA Guide Helps Legislators File Tax Returns 

A new guide developed by MACPA members for Michigan legislators and their tax professionals clarifies tax 
issues unique to their positions in state government.  

With technical review by the MACPA Federal Tax Task Force, an MACPA subcommittee comprised of former 
State Representatives Barbara Dobb, CPA and Susan  
Grimes-Munsell, CPA as well as Robert Bovitz, CPA, created the first edition of the MACPA Tax Guide for 
Members of the Michigan Legislature.  

The guide was recently delivered to all 148 members of the Michigan House and Senate. The 41-page booklet 
may be downloaded from the MACPA’s web site. 
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Ethics Q & A 

Following is a question and answer transcript highlighting some of the frequent inquiries sent to the MACPA 
Professional Ethics Task Force. Responses to the inquiries have been tailored to specific questions presented 
and may not consider all of the unique circumstances that are part of an ethical inquiry. Attempt your own 
answers before reading the “unofficial” opinion of the Task Force. 

I was contacted by a payroll provider and received marketing material about a program whereby 
my firm will receive free payroll processing in exchange for the referral of a certain amount of 
clients. Are there any ethical implications with which I should be concerned  
or aware? 

Yes, the AICPA Code of Professional Conduct specifically addresses this issue in Rule 503 – Commissions and 
Referral Fees. The Rule states: 

A. Prohibited commissions 
A member in public practice shall not for a commission, recommend or refer to a client any product or 
service, or for a commission, recommend or refer any product or service to be supplied by a client, or receive 
a commission, when the member or the member's firm also performs for that client 
(a) an audit or review of a financial statement; or 
(b) a compilation of a financial statement when the member expects, or reasonably might expect, that a third 
party will use the financial statement and the member's compilation report does not disclose a lack of 
independence; or 
(c) an examination of prospective financial information. 
This prohibition applies during the period in which the member is engaged to perform any of the services 
listed above and the period covered by any historical financial statements involved in such listed services. 

B. Disclosure of permitted commissions  
A member in public practice who is not prohibited by this rule from performing services for or receiving a 
commission and who is paid or expects to be paid a commission shall disclose that fact to any person or 
entity to whom the member recommends or refers a product or service to which the commission relates. 

C. Referral fees 
Any member who accepts a referral fee for recommending or referring any service of a CPA to any person or 
entity or who pays a referral fee to obtain a client shall disclose such acceptance or payment to the client. 

[As adopted May 23, 1990, effective August 9, 1990.] 
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MACPA Member Terminated 

The MACPA Bylaws [Article XI, Section 4(c)] provide for termination of membership in the Association 
without a hearing upon the filing of a final judgment of conviction of a felony. The MACPA was notified that 
member Ronald Sherman Penegor of Iron Mountain, Mich., was convicted of felonious embezzlement of 
funds. The MACPA Board of Directors approved the termination of Penegor’s membership on January 26, 
2006. 
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MACPA Task Force Seeks Simplification and Delay of FIN 46(R) 

For those who do not provide services to public companies, December 31, 2005 was the first year-end date 
for which many CPAs have been helping their clients implement the provisions of FASB Interpretation 46 
(revised in  
December 2003). 

In the two years since FIN 46(R) was issued, CPAs have worked diligently to gain an understanding of the 
requirements of FIN 46(R) and how those provisions impact their clients. In response to member inquiries, 
the MACPA Accounting & Auditing Standards Task Force recently wrote a letter to the FASB regarding the 
implementation difficulties for smaller clients.  

Issues identified by the A&A Standards Task Force include the following: 

¸ Complexity and understandability of the standard  
¸ Emergence of alternative implementation methods  
¸ Cost benefit considerations.  

In addition to outlining areas of concern, the Task Force urged FASB to consider simplifying FIN 46 with 
regard to non-public entities or exempt small non-public business entities from the consolidation provisions 
of the Interpretation, but retain expanded disclosure of the information relevant to variable interest entities 
through existing related party disclosures.  

The Task Force also asked FASB to consider a retroactive delay in the implementation effective dates for non-
public entities until further clarifications are made and guidance for implementation is provided. 

For further information, read the MACPA Accounting & Auditing Standards Task Force letter, or contact the 
MACPA Government Relations & Regulatory Affairs Department at 248.267.3700. 
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MACPA Paving the Way in the Newest CPE Format: Webinars 

The MACPA webinar series offers the most convenience and flexibility of a CPE program (viewed right from 
your home or office PC) in which you can still have live, real-time interaction with the instructor! 

Take advantage of these upcoming webinars on the  
CPE schedule: 

Accounting Scams and Scandals – Quarterly Update – Tuesday, March 21 from your PC. The course 
addresses the misconception that Sarbanes-Oxley has “fixed” the problem of corporate fraud and accounting 
scandals by analyzing new accounting scandals that continue to unfold at the national and international 
levels. Attendees earn two  
ethics credits.  

Phishing, Spoofing and Identity Theft –  Tuesday,  
March 28 from your PC. As the growth of Internet-based financial transactions continues, so does the 
incidence of electronic forms of fraud. These electronic forms of fraud will be the main focus of this course, at 
which you’ll earn two general hours.  

Continue to check the MACPA online CPE catalog for upcoming webinars by selecting “Webinar” in the “Type” 
drop-down menu.  
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CPE Mega Conference Coming to Frankenmuth This Spring 

The CPE Mega Conference, slated for Wednesday, May 3, in Frankenmuth, benefits accounting 
professionals in all areas.  

 
Enjoy the Bavarian surroundings as you hear about Current Issues at the FASB; a 
Fraud and Internal Controls Update; Ethics: What Has It Been, What It Is and What It 
Will Be; Document Management Solutions and more.  

A unique presentation, BusinessKillers, will help you help your clients learn, retain and 
apply critically important information to safeguard their businesses and enhance their 
personal wealth. Increase your clients’ awareness of these issues and avoid mistakes 
that will lead to certain failure.  

Register online today for this event, which provides eight hours of CPE credit including both ethics and 
accounting  
and auditing. 

 

The 2006-07 CPE 

schedule is available 

online! Look for the 

print version to arrive in 

your mailbox in early 

April. 
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Industry Series Course Covers Section 199 Deduction 

If you’re working in manufacturing, construction, healthcare or other industry arenas, you’ve got to learn 
these new rules that may affect you.  

The Section 199 Deduction became effective on  
January 1, 2005, and the most recent developments of this deduction will be covered at Key Tax Issues 
Facing Members in Industry (Including NEW Sec. 199 Domestic Production Activities Deduction).  

You’ll get substantial coverage of the new Section 199 Domestic Production Activities Deduction, deferred 
compensation planning after recent major tax changes, 2004/2005 automatic deduction rules and updates on 
major tax changes in the last year.  

The manual for this course contains excellent reference checklists, worksheets and flowcharts to provide 
useful reference after the program. 

Sign up for the program today and earn eight general  
CPE credits. 
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Avoid Fines, Penalties – Are You Complying with Sarbanes-Oxley? 

The enactment of the Sarbanes-Oxley Act (SOX) signaled a major change for external auditors, management 
of public companies, boards of directors and internal auditors.  

Failure to comply with SOX can result in fines, penalties…even imprisonment. Thus, it is vitally important that 
you ensure your company is in compliance.  

Complying with Sarbanes-Oxley Section 404 on March 23 in Livonia will address the provisions of SOX, in 
particular Section 404. The course will include an overview of SOX provisions, a discussion of independence 
rules for auditors, COSO framework and internal controls, documentation of internal control processes and 
more.  

You’ll earn eight A&A credits at this event. 

 



 

March / April 2006 Leaders' Edge PRINT

Marketing New Services During Tax Season 
By Kenneth M. McCall 

Does your firm have a technology consulting practice?  
Or do you offer strategic planning services? Or, can you help your clients with recruiting, mentoring or other 
personnel related services?  

If the answer to any of these questions is “yes,” you should assess whether your partners and staff are 
taking full advantage of these client contacts – contacts that are occurring throughout the next couple of 
months. 

Far too many firms seem to scale back their marketing efforts during this busiest season of the year. Yet, this 
is actually one of the best times to talk to your clients and update your joint assessment of their business 
dangers, opportunities and strengths. As you meet with clients to gather their year-end tax information, ask 
amplifying questions, and finally deliver their completed tax returns, you’ll have their focused attention. This 
is a great time to educate them on other ways your firm can help their business grow. 

Many accountants would instinctively agree that this is indeed a good opportunity to talk to clients, but they 
are simply too busy to sit down and have an extended discussion. The key to getting the most information in 
a brief period of time is to be well organized and have a list of talking points to cover. 

At Boomer Consulting, Inc. we try to focus our clients’ attention on the factors of Performance: Planning, 
People, and Processes. These factors can form the basis for a brief but meaningful conversation with your 
clients. Consider the following list as a starting point. Expand it as necessary to fit with your own service 
offerings. 

Planning: 

¸ Does your company have a strategic business plan?  
¸ Do you have a technology support plan?  
¸ Do you have an ownership succession plan?  
¸ Do you have a disaster recovery/business  continuation plan?  

People: 

¸ Are you successful in recruiting the right numbers of the right people for your staff?  
¸ Have you been able to build effective and smoothly functioning teams?  
¸ Do you have a firm-wide learning and  

training program?  
¸ Do you have a meaningful development and  

mentoring program?  
¸ Do you have a meaningful performance evaluation and feedback program?  

Processes: 

¸ Have you documented your key business processes?  
¸ Have you analyzed these processes for efficiency and the application of technology?  



¸ Are your processes standardized throughout  
the business?  

¸ Are these business processes understood and followed by those who use them?  

In the course of this conversation, you will likely learn what is keeping the business owner awake at night, 
what opportunities he or she is anxious to exploit and what strengths he or she is prepared to build upon. 
This knowledge, in turn, can be the starting point to discussing ways that your firm can assist the business 
owner in meeting those goals.  

Many firms will find that they already have the expertise needed to meet these client needs. For those who 
don’t, if the same answer comes up multiple times, then that should be an indicator that your clients are 
looking for something you can’t provide. You should either acquire the expertise to deliver that service or 
form a trusted alliance with someone who can. Either way, your client will remember you were the source of 
their help. 

Remember, this is the time of year when your clients have you foremost in their minds. Don’t let these 
opportunities get away. Build yourself a quick list of talking points, run through them with your clients when 
you meet, and you will reap the benefits for months to come. 

About the Author 
Kenneth M. McCall, MBA, MCP, CDIA, is a senior consultant at Boomer Consulting, Inc., an organization 
devoted to the application of computer technology and management consulting. Ken works with CPA firms of 
all sizes in strategic planning and budgeting for their technology needs and has worked extensively in the 
area of training management for CPA firms. He can be reached at ken@boomer.com. 
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Are CPAs Your Target Audience? MACPA Offers Numerous Marketing Opportunities 

If you provide a product or service that would benefit the CPA or accounting professional or their business, 
find out about marketing opportunities with the MACPA. We’ll open the doors for you to reach this key target 
audience – CPAs! 

The MACPA offers excellent opportunities for your company to penetrate the CPA market – through an 
MACPA corporate sponsorship or by exhibiting at select MACPA events.  

Corporate Sponsorships 
The MACPA offers several corporate sponsorship packages (all of which are customizable), as well as Á la 
carte options, so you can build a unique marketing plan that suits your company’s needs. If you’d like to 
exhibit at an event and become an MACPA corporate sponsor, there are sponsorship packages that 
incorporate exhibitions or you can customize a package to include it. Contact Nicole Shepard with questions. 

Exhibiting 
By exhibiting at an MACPA event, you’ll have the ability to meet one-on-one with financial decision makers 
looking for just the product or service you offer. There are four MACPA events at which you can exhibit in 
2006: the Spring Management Information Show on June 8 in Grand Rapids; the Summer Management 
Information Show on June 28-29 at a new location in Novi - the Rock Financial Showplace; the Small 
Practitioners Conference on August 16 in Mt. Pleasant and the Personal Financial Planning Conference on 
October 24 in Troy. Be sure to sign up for your Management Information Show exhibitor booth no later than 
March 16 to ensure your logo can appear in the MIS brochure! Contact Chrissy Young with questions. 

The Marketing & Exhibitor Prospectus further details the corporate sponsorship program and the 
opportunities to exhibit. Learn today how you can market your products or services through the MACPA!  
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Security Issues Continue to Dominate in AICPA Top Ten Technologies 

For the fourth consecutive year, professionals who sit at the intersection of information technology and 
accounting have selected Information Security as the number one technology to watch in 2006, according to 
the results of the 17th annual AICPA Top Ten Technologies survey.  

Four new technologies join six holdovers on the 2006 list: Assurance and Compliance Applications, IT 
Governance, Privacy Management, and Spyware Detection and Removal.  

“Given the continued vulnerability of the IT systems of our clients and employers to the human element, 
ensuring the integrity of the data housed in our systems will always be a fundamental concern to CPAs,” said 
David Cieslak, CPA, CITP, GSEC and chairman of the AICPA’s Information Technology Executive Committee. 
“I think it speaks volumes that not only did the more generally defined Information Security once again top 
the list, but related topics like Privacy and Spyware rated very highly as well.”  

A total of 2,049 votes were cast in voting that took place between November 21 and December 9, 2005. 
Voters were asked to rank 39 technologies that they felt would most influence the accounting profession in 
the next 12 months.  

For the first time, in addition to participation from CITP Credential holders and IT Section members, the 
AICPA reached out to members of ISACA in the ranking of the Top Ten Technologies. Members of ISACA were 
invited to participate in the voting, because of their similar perspectives on the top technologies impacting 
business today. Earlier this month, the AICPA and ISACA announced an agreement under which CPAs holding 
ISACA’s Certified Information Systems Auditor (CISA) credential would be eligible for a streamlined 
application process for  
the AICPA’s Certified Information Technology Professional (CITP) credential.  

Here are the top 10 most important technology issues for 2006, along with their definitions. New items for 
this year are noted as such.  

1. Information Security: The hardware, software, processes, and procedures in place to protect 
information systems from internal and external threats. It includes routers, perimeter firewalls, IP 
strategy, intrusion detection and reporting, content filtering, anti-virus, anti-spyware, password 
management, vulnerability assessment, patch management, personal firewalls, wireless security 
strategies, data encryption, locked facilities and user education.  

2. Assurance and Compliance Applications (e.g. SOX 404, ERM) (new): Collaboration and 
compliance tools that enable various stakeholders to monitor, document, assess, test and report on 
compliance with specified controls.  

3. Disaster and Business Continuity Planning: The development, monitoring, and updating of the 
process by which organizations plan for continuity of their business in the event of a loss of business 
information resources due to impairments such as theft, virus infestation, weather damage, accidents 
or other malicious destruction. This also includes business continuation and contingency planning.  

4. IT Governance (new): IT governance is a structure of relationships and processes to direct and 
control the enterprise in order to achieve the enterprise's goals by adding value, while still balancing 
risk versus return over IT and its processes.  

5. Privacy Management (new): Privacy encompasses the rights and obligations of individuals and 
organizations with respect to the collection, use, disclosure and retention of personal information. As 



more information and processes are being converted to a digital format, this information must be  
protected from unauthorized users and from unauthorized usage by those with access to the data. This 
includes complying with local, state, national and international laws.  

6. Digital Identity and Authentication Technologies: A way to ensure users are who they say they 
are—that the user who attempts to perform functions in a system is in fact the user who is authorized 
to do so. This includes hardware and software solutions that enable the electronic verification of a 
user’s identity or a message’s validity, for example, digital certificates. This technology includes the use 
of bar codes, magnetic stripe, biometrics, tokens and access control for authentication, non-repudiation 
and authorization.  

7. Wireless Technologies: Connectivity and transfer of data between devices via the airwaves, i.e. 
without physical connectivity. Wireless technologies include Bluetooth (PAN), infrared, WiFi (802.11 
WLAN), Wi-Max (802.16), 2.5G & 3G (WWAN) and satellite.  

8. Application and Data Integration: Using current and emerging technologies, including .NET, web-
services, Java, XML (the foundation for XBRL) and Ajax, to facilitate integration of data between 
heterogeneous applications. In its most basic format, XBRL focuses on the agreement to improve 
gathering, analyzing and sharing business reporting data. For example updating a field in one 
application and have it automatically synchronize with other applications. This allows organizations to 
select and seamlessly integrate “best of breed” applications.  

9. Paperless Digital Technologies: Document and content management includes the process of 
capturing, indexing, storing, retrieving, searching, and managing documents electronically including 
database management (PDF and other formats). Knowledge management then brings structure and 
control to this information, allowing organizations to harness the intellectual capital contained in the 
underlying data.  

10. Spyware Detection and Removal (new): Technology that detects and removes programs 
attempting to covertly gather and transmit confidential user information without his or her knowledge 
or permission. Spyware applications are typically bundled as a hidden component of freeware or 
shareware programs or attached to malicious websites. Once installed, Spyware can monitor user 
activity, gather information about e-mail addresses, passwords, and credit card numbers in the 
background, then transmit this information to someone else. Spyware can include Remote Access 
Trojans (RAT) and root kits.  

For more about the AICPA’s Top Ten Technologies and the Information Technology member section, go to the 
 
AICPA web site. 

 




