
 

 

 
 

 
March  31, 2008 
 
 
 
Regulations Division 
Office of General Counsel 
Department of Housing and Urban Development 
451 Seventh Street, SW 
Room 10276 
Washington, DC  20410-0001 
 

Re:  24 CFR5  Docket No. FR-5054-P-01 RIN 2501-AD20 
 
Submitted electronically through Federal eRulemaking Portal at www.regulations.gov 
 
Dear Ladies and Gentlemen: 
 
We appreciate the opportunity to offer our suggestions to the Department of Housing and 
Urban Development (“HUD”) in response to its solicitation for comments on its proposal 
to create an Independent Public Accountant Roster (“IPA Roster”).  The National 
Association of State Boards of Accountancy’s (“NASBA”) mission is to increase the 
effectiveness of state boards of accountancy.  In furtherance of that goal, NASBA’s 
Regulatory Response Committee (“Committee”) offers the following comments on the 
proposal.  
 
NASBA concurs with HUD that audits of the entities or individuals identified in 24 CFR 
5.801 are important in protecting the public, because the audits help to ensure the 
integrity of the financial data of these entities and individuals, who are required to make 
submissions to HUD.  Therefore, our comments below should be read as 
recommendations to assist HUD in proposing regulations that support this basic objective 
in a cost-efficient and timely manner. 
 
REGISTRATION REQUIREMENTS 
 
In reading the proposed regulation, it is not clear whether the IPA Roster is for firms or 
individuals.  To be consistent, it appears that the IPA Roster should be for firms, given 
the statement that IPAs must meet Generally Accepted Governmental Auditing Standards 
(“GAGAS”).  GAGAS requires that firms be subject to “peer reviews” (sometimes called 
“practice monitoring”) and “peer reviews” are not conducted on individuals.  Even in the 
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case of a single practitioner, the sole proprietorship is viewed as a firm, not an individual 
accountant.   
 
The Regulatory Response Committee is aware that GAGAS requires a peer review, but 
current GAGAS standards do not require that the firm receive the type of report that 
indicates that the firm has met the requirements of item 5 in your proposal (“Agree to 
establish and implement quality control procedures sufficient to satisfy the quality control 
standards of GAGAS”).   Therefore, we would suggest that, more than just being part of a 
peer review program, an “adverse” peer review report or a peer review “failure” should 
not be acceptable for firms that are listed on the IPA Roster.  
 
The IPA Roster proposal (Supplementary Information II A) calls for registration 
specifying each jurisdiction in which the IPA wishes to be considered for listing, and 
removal from the IPA Roster could also be for only specific jurisdictions. How will HUD 
determine qualified members of each section of the Roster: by firm, by individuals, by a 
combination of these? 
 
Maintaining a current IPA Roster can be time-consuming.  Firms on the IPA Roster 
would need to have some form of renewal, even if only from a peer review and licensing 
standpoint.  Current peer reviews are effective for only three years, and licensing and 
firm registration requirements range from two to three years.  As we will outline below, 
we propose an additional or alternative method for reporting the qualifications of auditors 
in a manner that would keep information filed with HUD current and hold down the 
oversight costs to HUD. 
 
REMOVAL FROM IPA ROSTER 
 
Some clarification  about the process for removal from the IPA Roster is needed:  If 
automatic removal occurs due to an SEC action, would such an action against one partner 
or employee of a firm remove the entire firm, no matter what size, from the IPA Roster?  
Other than in performing acts resulting in automatic removal, what could lead to removal 
from the IPA Roster? 
 
The proposal states: “Where HUD is considering the removal of an IPA who has, during 
the previous 3 years, performed audits or related services for a covered entity, HUD will 
endeavor to ascertain whether any audited covered entity receives funds from any other 
federal agency.  Where HUD determines that the IPA has performed audits or related 
services for a covered entity receiving federal funds from another agency, HUD will 
notify that agency prior to taking any removal action against the IPA.”  In the same spirit 
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of public protection, we strongly recommend that HUD also contact the appropriate State 
Boards of Accountancy so they can take action with respect to their licensees. 
 
Referral of failures of auditors of HUD entities and individuals to Accountancy Boards 
would result in actions that would not only provide for appropriate enforcement against 
auditing firms and auditors, but would also result in better protection of the public.  
Failure on a HUD audit engagement indicates a failure to practice under the state board 
of accountancy’s rules and regulations, in addition to not meeting HUD’s expectations.    
 
ENFORCEMENT 
 
A cost-effective way of providing the information necessary to HUD for referral to State 
Boards of Accountancy would be for HUD to require submission of a form with 
information about the auditing firm’s: 
 

• state(s) of registration,  
• its registration number(s),  
• the name(s) of partners and managers on the audit engagement team, and  
• state(s) and license number(s) of the partners and managers.   

 
This would allow HUD to easily identify the states to which referrals should be made.   
 
The IPA Roster proposal says: “At this time, the Department does not have the ability to 
verify that IPAs are licensed or competent before an IPA is engaged to perform a covered 
service.”  If HUD has the license numbers of firms or individuals, it would be simple to 
check if those licenses are in good standing with a State Board of Accountancy by just 
looking at the Accountancy Board’s Web site.  
 
Enforcement against the firm registration and licenses can only be undertaken by State 
Boards of Accountancy.  Professional associations, such as the American Institute of 
Certified Public Accountants or state CPA societies, can only revoke membership and 
report to the public their revocation or other actions against membership rights.  If 
referrals are made to associations, it can take years before information about those 
problems is made known to the State Boards, if at all, since many state professional 
associations and the AICPA do not always advise the State Boards of disciplinary action 
they take against their members.   
 
NASBA notes that HUD could request that actions taken on any referral require that the 
agency, regulator, or professional organization receiving that referral notify HUD of the 
results of its investigation and enforcement action.  Since enforcement is costly and time-
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consuming, HUD might find it more cost-effective to make arrangements with State 
Boards to do the necessary investigations.  
 
RESPONSIBILITIES OF HUD FUND RECIPIENTS 
 
Since audited financial information on some entities is submitted directly to the Federal 
Clearinghouse, HUD may not always be aware of the qualifications of auditors of entities 
and individuals identified in 24 CFR 5.801.  Consequently, there is a need to have 
additional requirements for the entities and individuals who select the auditors for HUD 
engagements in order to accomplish the basic objective of HUD (these additional 
requirements are defined as “due diligence”).  Recipients of federal funds should bear the 
responsibility for selecting qualified auditors and, by assigning due diligence 
requirements to the entities and individuals who select the auditors, HUD would have  an 
effective way of ensuring that best efforts have been made to engage qualified auditing 
firms.  Our Committee recommends these be incorporated in the funding requirements 
for auditing HUD entities.  The due diligence requirements would include an assertion 
that competence in specific engagement requirements, besides global professional 
standards, would be confirmed by HUD entities and individuals, and meeting these 
requirements would be acknowledged by auditors of HUD entities and individuals who 
would also be asked to sign the forms. 
 
Due diligence requirements for those selecting auditors should include (these are 
specified for bidding auditors, since in many cases there may be a bidding process; the 
bidding auditor would be the chosen auditor when no bidding process is involved): 
 

• Submission by bidding auditors of the latest peer review report on the firm with 
an appropriate result. 

• Submission by bidding auditors of a certification about the qualification of 
partners and managers meeting the requirements of GAGAS. 

• Submission by bidding auditors of information about the auditing firm’s state(s) 
of registration, its registration number(s), the name(s) of partners and managers 
on the audit engagement team, and state(s) and license number(s) of the partners 
and managers.   

 
NASBA believes that the due diligence requirements on entities and individuals 
identified in 24 CFR 5.801, coupled with the requirements on the submission of a form 
containing this information directly to HUD, would allow HUD to have the ability to 
verify with the State Boards that IPAs are licensed and competent to perform the covered 
services prior to being engaged.  Further, this would enhance the ability for enforcement 
referrals. 
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GOING FORWARD 
 
We appreciate the opportunity to respond to HUD’s proposal on the IPA Roster and hope 
these comments will assist the Department in the furtherance of its work.  NASBA is 
committed to the protection of the public, and professionalism in conducting audits to 
ensure the integrity of financial data is an important factor in meeting this goal. NASBA 
would welcome the opportunity to meet with HUD’s representatives to further discuss the 
IPA Roster proposal and our responses. 
 
 
Very truly yours, 

  
Samuel K. Cotterell, CPA 
NASBA Chair 
 

  
David A. Costello, CPA 
NASBA President & CEO 
 


