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Open meeting minutes — May 4–5, 2021
Professional Ethics Division 

Professional Ethics Executive Committee 

The Professional Ethics Executive Committee (PEEC or committee) held a duly called meeting 
May 4–5, 2021. Day 1 of the virtual meeting convened at 10 a.m. EST on May 4 and adjourned 
at 2:35 p.m., Day 2 convened at 10 a.m. on May 5 at and adjourned at 12:15 p.m. 

We sent agenda materials for this meeting to PEEC members and observers on April 15, 2021 
and posted them to aicpa.org. 
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Attendance 

Members 
Brian Lynch, Chair 
Catherine Allen 
Christopher Cahill 
Thomas Campbell 
Robert Denham 
Anna Dourdourekas 
Anika Heard 
Kelly Hunter 
Sharon Jensen 
Jennifer Kary 
Jeff Lewis 
Alan Long 
William McKeown 
James Newhard 
Stephanie Saunders 
Lewis Sharpstone 
Lisa Snyder 
Peggy Ullmann 
Douglas Warren 
Lawrence Wojcik 

Guests 
See exhibit 1 in the appendix of this document. 

AICPA Professional Ethics 
Division staff 
James Brackens, Vice President – 
Ethics and Practice Quality 
Toni Lee-Andrews, Director 
Ellen Goria, Associate Director 
Jennifer Clayton, Associate Director 
Michele Craig 
Elaine Bagley 
Sarah, Brack 
Emily Daly 
Liese Faircloth 
Jennifer Kappler 
Iryna Klepcha 
Hanna Mayle 
Kelly Mullins 
Melissa Powell 
Karen Puntch 
Michael Schertzinger 
John Wiley 
Heidi Winn 
Summer Young 
Shannon Ziemba 
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Key votes in this meeting 

Motions approved 
• Issue an exposure draft of the revisions to the loan provisions for SEC convergence.

• If adopted, the loan provisions should be effective the last day of the month in which
notice appears in the Journal of Accountancy

Welcome 
Mr. Lynch welcomed the committee and discussed administrative matters. 

SEC convergence 
Ms. Kary updated PEEC on task force activities since the last February meeting (agenda item 
1A) and sought approval for revisions to the “Loans” interpretation, the “Loans and Leases from 
Lending Institutions” interpretation, and the “Client Affiliates” interpretation (SEC convergence; 
agenda items 1A–1G). 

Items of note include the following: 

• Issuance of the non-authoritative Q&A

• Revision to the “Immediate Family Members,” “Loans,” “Loans and Leases from Lending
Institutions,” and “Client Affiliates” interpretations.

To review these in detail, see agenda item 1A in the May meeting agenda.

Discussion 
The committee discussed the affected interpretations and agreed to the following: 

• Revision to the definition of beneficially owned, as follows (additions in bold italic;
deletions in strikethrough)

0.400 Definitions 

.06 Beneficially owned, beneficial ownership interest. Describes a financial 
interest providing of which an individual or entity, who may or may not be is not 
the record owner, but has the a right to some or all of the underlying benefits of 
ownership. These benefits include the authority to direct the voting or disposition of 
the interest or to receive the economic benefits of the ownership of the interest. 

The explanation accompanying the exposure draft clarified that for the loan to create an 
issue, the individual at the affiliate must have the ability to affect decision-making at the 
financial statement attest client or have significant influence over the financial statement 
attest client.   
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• The acquisition and other business combination revisions need further refinement. The
committee asked the task force to consider the following:

— Replace the phrase “other business combinations” with something that would more
broadly cover all the types of transactions covered by the proposal. 

— Shorten the sub-headings. 

— Consider moving paragraph .06 so that it does not distract from the flow of the 
proposal. 

— Revise paragraph .10 so that readers can distinguish between situations covered by 
this paragraph and paragraph .05. 

— Develop parameters around what a “short period of time” is. 

Votes 
The committee voted unanimously with no abstentions to issue an exposure draft of the 
revisions to the loan provisions.  

The committee agreed by vote of 14 for with 4 abstentions that if adopted, the loan provisions 
should be effective the last day of the month in which notice appears in the Journal of 
Accountancy. 

Client affiliates 
Ms. Snyder updated PEEC on the task force’s activities and sought approval for revisions to the 
“Client Affiliates” interpretation (agenda items 2A–2C).  

• The task force’s purpose is to determine whether the current client affiliates guidance in
the AICPA Code of Professional Conduct (code) should apply to individuals, and
whether other aspects of the definition of “affiliate” may need revision.

• The task force concluded that new authoritative guidance is necessary because the
current definition does not address individuals and three types of affiliates in the current
“affiliates” definition are subject to revision.

• The committee noted the client affiliates interpretation may need to be revised to reflect
the addition of individuals and supported the task force’s initial conclusions.

• The task force will meet to determine revisions to bring to the committee at the August
meeting.

Information systems services 
Ms. Dourdourekas updated PEEC on the task force’s recent activities and sought input on the 
proposed direction for the practice aid in development (see agenda item 3). 
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The task force provided an overview of the toolkit step approach language including the 
following: 

• Are the general requirements of the 1.295 subtopic met?

• Are the criteria for the discrete exception met?

• Are the services related to a Financial Information System (FIS)?

— If not related to an FIS, do they impair independence? 

— If related to an FIS, do they impair independence? 

• Do the post-implementation services impair independence?

Discussion 

Question 1: What are the common issues firms expect to encounter in applying the new 
guidance? 
The committee recommended 

• helping members in evaluating whether a system is a FIS by understanding how it
interconnects with other systems across the entity (important to see the architecture).

• including examples of what financial processes are.

Question 2: Does the committee have any feedback on the task force’s proposed approach? 
The committee recommended including examples of when members are developing 
spreadsheets for calculations (e.g., Nexus). 

Compliance audits 
Ms. Miller provided PEEC with an overview of the task force’s preliminary conclusions regarding 
compliance audit application and solicited feedback on the task force’s conclusions (agenda 
item 4; also see exhibit 3 of this document). 

Discussion 

Question 1 – Are there any questions or concerns related to the task force’s conclusion of who 
is the attest client and the need for additional nonauthoritative guidance?  
The committee expressed no concerns. 

Question 2 – Is the committee in favor of the task force exploring the possibility of a change in 
the code that would allow relief from the independence requirements as they relate to entities 
reporting trivial or inconsequential amounts on the financial statement that is associated with a 
compliance audit?  
The committee had no objections to the task force exploring relief for entities that report trivial or 
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inconsequential amounts on the financial statement. 

Question 3 – For attest clients outside of a state and local government environment, does the 
committee believe that the attest client could be an “entity” that is less than the legal entity when 
the member is only performing a compliance audit for that “entity”? If so, does the committee 
believe that this should be clarified in the code or in nonauthoritative guidance? 
The committee believed that members should look to the legal entity to determine 
independence.  

Question 4 – Are there any questions or concerns related to the task force’s conclusion and the 
need for additional nonauthoritative guidance?  
The committee had no concerns. 

Question 5 – Are there any questions or concerns related to the task force’s conclusion related 
to affiliates (outside of the state and local government environment)? 
The committee had no concerns. 

Question 6 – What are the committee’s views on whether the task force should explore 
circumstances that could support exceptions to the “Client Affiliates” interpretation for 
compliance audits?  
The committee had no objections to the task force considering affiliate exceptions. 

Question 7 – Does the committee have any concerns with the task force expanding its charge to 
explore application guidance of the “Breach of an Independence Interpretation” to particular 
circumstances in a compliance audit?  
The committee had no objections to expanding the charge to consider breaches guidance. 

Question 8 – Does the committee have any questions or concerns related to the task force’s 
consideration of the “State and Local Government Client Affiliates” interpretation?  
The committee had no concerns. 

The committee wanted the task force to keep in mind consistency with other aspects of the 
code, in particular the consideration of trivial and inconsequential entities on the financial 
statement and potential exceptions to the affiliate interpretation. 

Assisting clients with implementing accounting standards 
Ms. Kary updated PEEC on the task force’s kickoff meeting. 

The task force is still undecided whether authoritative or non-authoritative guidance or a 
combination of both is appropriate. The task force will decide once its direction is clarified and 
expects to present more at the August meeting. 
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Confidentiality and data security 
Mr. Campbell updated PEEC on the task force’s kickoff meeting. 

• The task force agreed that the current resources from the AICPA’s Private Companies
Practice Section (PCPS) need to be updated.

• PCPS is currently updating two of the documents listed in their resource center:

— Cyber security checklist

— Article on the occurrence of a hack or data breach

• The task force provided feedback to PCPS on areas where members need guidance on
protecting client data.

• The task force plans to review the updated articles from PCPS once completed and then
decide how to alert members of the updates.

IESBA update 
Mr. Mintzer and Ms. Goria provided PEEC with an update on IESBA’s March 2021 meeting and 
the following IESBA projects (agenda items 5A–5C; also see exhibit 2 of this document): 

• Engagement team (agenda item 5B)

• Tax planning and related services (agenda item 5C)

• Benchmarking

• Technology

Statements on Standards for Tax Services 
Ms. Saunders provided PEEC with an update on recent activities of the SSTS task force. 

• The task force continues to meet with individual AICPA committees and technical
resource panels soliciting feedback on the proposed standards.

• Due to COVID and changing tax deadlines, few meetings have been held with other tax
groups during 2021.

• The task force will have meetings throughout the summer and plans to bring the next
draft of the revised standards back to PEEC during its closed meeting in August.

• The task force anticipates exposure of the standards in late 2021. The exposure period
may be extended through June 2022 to accommodate tax season.

Definition of office 
Mr. Hunter updated PEEC on the task force’s activities and sought input on the proposed Q&A 
(agenda items 6A–6B). 

The current definition of office was drafted broadly enough to cover the changes to a virtual 
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working environment. 

PEEC decided an Ethically Speaking podcast episode on the definition of office is a more 
appropriate approach than Qs & As with examples. 

Staff augmentation 
Ms. Snyder updated PEEC on the task force’s activities and sought input from PEEC on two 
proposed Qs & As (agenda items 7A–7B). 

The committee discussed the language in both Qs & As and recommended that the second one 
be split into two questions, one clarifying what constitutes an unexpected situation and the other 
clarifying the meaning of “not expected to reoccur.”  

The committee discussed revising the second Q&A for unexpected situations with a list of 
factors to give practitioners more guidance in determining whether the staff augmentation 
arrangement meets the criteria of the interpretation.  

The task force will incorporate the committee’s comments and report back at the August 
meeting. 

Member enrichment update 
Ms. Goria provided PEEC with a status update of member enrichment projects not covered by 
specific agenda discussions.  

• The inducements practice aid and GAO comparison should be published before the
August meeting.

• Division staff is drafting nonauthoritative Qs & As to guide members in explaining hosting
services to their clients.

• The division plans to expand the Ethically Speaking podcast and has identified three new
series:

— What’s hot on the hotline? – The first episode in this series is published and covers
records requests and nonattest services. Staff expects to publish episodes at least 
quarterly, if not more often.  

— Back to basics – Staff expects to publish this series in weekly installments during 3Q. 

— Maintaining ethics in challenging times – Staff expects to publish episodes 
periodically. 

• Division staff is drafting an ethics quiz for the Journal of Accountancy featuring common
issues surrounding EAQ (enhancing audit quality) initiatives.
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• Division staff is updating non-authoritative practice aids with recommendations on
IESBA’s role and mindset project that the committee offered at the February meeting.

• Division staff is participating in a cross-functional campaign (Single Audit Content Squad)
to educate auditors whose clients need a single audit for the first time this year due to
receiving COVID relief funding.

• Division staff is working with the Assurance and Advisory Innovation team to develop
SOC 2 Qs & As on SOC 2 software tools.

• Operational enhancements to the code are in process, including the creation of an online
ethics library and relocation of all ethics Qs & As into AICPA Technical Questions and
Answers.

Approval of February meeting minutes 
The committee voted unanimously with no abstentions to approve the minutes of the February 
meeting.
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Exhibit 1 

Guests in attendance at the February 2021 meeting 

Name Company 

1. Christine Cutti-Fox AICPA, Senior Manager, Forensics 

2. Henry Grzes AICPA, Lead Manager, Tax Practice and Ethics 

3. Carl Peterson AICPA, Vice President, Small Firms – PA 

4. Sonia Araujo PwC 

5. Arthur Auerbach Arthur Auerbach, CPA 

6. Rita Barnard Kansas Society of CPAs 

7. Ian Benjamin Chair–AICPA Enforcement Subcommittee 

8. Claire Blanton RSM US LLP 

9. Sheila Border Wipfli, LLP 

10. David Kirklan 
Cloniger 

RSM US LLP 

11. Allan Cohen RSM US LLP 

12. Karen Cookson U.S. Department of Housing and Urban Development 

13. Debbie Cutler Debra A. Cutler CPA PC 

14. James Dalkin U.S. Government Accountability Office 

15. Anna Durst Nevada Society of CPAs 

16. Dan Dustin NASBA 

17. Jason Evans BDO 
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18. Jeremy Farrah Runyon Kersteen Ouellette 

19. Greg Fiedler Sikich LLP 

20. Andrew Gripp Crowe LLP 

21. Becky Grupe BKD, LLP 

22. Mary Beth Halpern Maryland Association of CPAs 

23. Bethany Hearn CliftonLarsonAllen 

24. Kelly Hnatt External Counsel 

25. Patricia Hutson Jenkins & Company, P. C. 

26. Laura Hyland Moss Adams 

27. Nigel James U.S. Securities and Exchange Commission 

28. Diane Jules IESBA 

29. Vassilios Karapano U.S. Securities and Exchange Commission 

30. Peggy Kitzmiller Aldrich Technology 

31. Elizabeth 
Knipscheer 

HoganTaylor LLP 

32. Ken Kortas Wipfli, LLP 

33. Kimberly Kuhl KPMG 

34. Laura Lantz Idaho Society of CPAs 

35. Christine LeGrand PwC 

36. Elliot Lesser Berdon LLP– Retired 

37. Stacey Lockwood Society of Louisiana CPAs 

38. Jasdeep Mangat U.S. Securities and Exchange Commission 
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39. William Mann Mayer Hoffman McCann P.C. 

40. Joe Marchbein Rice Sullivan, LLC 

41. Elizabeth McKneely Deloitte 

42. Kathleen Meyer Missouri Society of CPAs 

43. Nancy Miller KPMG 

44. Andy Mintzer Hemming Morse, LLP 

45. Angela Miratsky BKD, LLP 

46. Karen Moncrieff EY 

47. Christina Moser Plante Moran 

48. Jessica 
Mytrohovich 

Georgia Society of CPAs 

49. Jan Neal Deloitte 

50. Jennifer Noble RSM US LLP 

51. Donna Oklok Accountancy Board of Ohio 

52. Christine Piche' CliftonLarsonAllen 

53. Paul Pierson Illinois CPA Society 

54. Chris Rabin Sikich LLP 

55. Terrill Ramsey Terrill Ramsey, CPA 

56. Jacqueline 
Reardon 

Rosen, Sapperstein & Friedlander, LLC 

57. Mark Reynolds Creative Value Consulting LLC 

58. John Robinson RSM US LLP 
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59. Deborah Rood CNA Insurance 

60. Stephanie Sauer-
Watts 

PwC 

61. Kathy Savage Deloitte 

62. April Sherman CliftonLarsonAllen 

63. Rachel Sinks CliftonLarsonAllen 

64. Ola Marie Smith State of Michigan 

65. Susan Speirs Utah Association of CPAs 

66. Annette Stalker Stalker Forensics 

67. Marc Stepper Washington Society of CPAs 

68. John M. Szczomak New Jersey Society of CPAs 

69. Joseph Tapajna University of Notre Dame 

70. Jessica Tomc EY 

71. Stephen Valenti Steven Valenti, CPA 

72. Dan Vuckovich Anderson ZurMuehlen 

73. Jim West BDO 

74. Ellen Wisbar CBIZ, Inc. 

75. Paula Young EisnerAmper, LLP 

76. Darlene Zibart Kentucky Society of CPAs 
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