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CALIFORNIA SOCIETY OF CPAs 
ACCOUNTING PRINCIPLES AND ASSURANCE SERVICES COMMITTEE 

Armanino LLP – Various Offices 
August 10, 2017 – Meeting Minutes 

 
AM Session 
 
- Meeting called to order at 9:03 AM 
- Introductions at various offices.  
- Motion to approve minutes of the prior meeting, duly seconded and approved. 
 
FASB Update 
 
1. Frank O’Brien presented on the “Proposed Accounting Standards Update – Targeted Improvements 

to Related Party Guidance for Variable Interest Entities - Consolidation Topic (810)” with comments 
due on September 1, 2017. 

 
• Proposal for VIE’s 
• Opt-out option for private entities if criteria are met 
• Proportionate rather than direct interest basis 
• No changes from PCC rules 
• VIE’s beyond related parties 
• Private company has accounting alternative 
 

Discussion ensued, Frank O’Brien stated that proposed changes would provide for simplification. 
Nancy Rix indicated that when there is a private company alternative, there is potential for 
differences and confusion, which would not be good. Nancy Rix also indicted that if there are other 
companies under the common control, the test should also be done for/by these other companies. 
AJ Major supported the idea of simplification, cited extensive disclosure requirements, and that a 
bank can ask for Combined Financial Statements. 

 
- Motion was made to approve the draft comment letter prepared by Frank O’Brien, duly 

seconded and approved. 
 
2. Lewis Sharpstone presented on “Proposed Accounting Standards Update – Clarifying the Scope and 

the Accounting Guidance for Contributions Received and Contributions Made – Not-For-Profit Entities 
(958)” with comments due on November 1, 2017. 

 
• Lewis Sharpstone will circulate the letter to the sub-committee 
• Lewis Sharpstone is assisted by Jessie Powell and Gail Anikouchine 
• The proposal to respond is to set up two meetings: (1) conceptual - develop response draft 

and (2) discussion of the response draft 

Discussion ensued, Lewis Sharpstone indicated that the proposed change is a big deal (possibly 
larger than ASC 606, Revenue or ASC 842, Leases). Not-for-profit entities expressed a concern – not 
willing to evaluate/adopt ASC 606. There exists diversity about how CPAs in practice look at the 
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Government Grants: (1) as money from an exchange transaction, (2) money from contributions 
(little diversity), and (3) there exists a confusion about “a condition” v. “a restriction.” The standard 
introduces a new concept of a “barrier.” Lewis Sharpstone indicated that with exchange transactions 
and contributions, for contributions the temporarily restricted balances would need to be moved to 
deferred revenue and what used to be “restrictions” would now be “barriers” (or “conditions”). This 
represents a twist on revenue recognition rules and appears to prohibit a gift of public funds. Lewis 
Sharpstone cited research about gifting of public funds by Federal and State Governments. Federal 
Government can gift public funds. States vary: CA Constitution, Article 6; NY Article 7, Section 6; and 
TX Section 53. The standards are conflicting. Multi-year gifts will not be temporarily restricted as 
time is a “barrier.” 

Discussion ensured with Howard Sibelman, AJ Major, and John Levy. John Levy indicated that the 
“gift” under IRS Code is defined differently with a conditional contribution also a potential issue. 

 
- Interested members were solicited to join sub-committee efforts with meetings and working on 

the draft response  
 
EITF Update 
 
3. Stu Harden discussed the EITF Update. There are currently no exposure drafts to address. The July 

20, 2017 meeting dealt with one issue: Issue 17-A, Customer’s Accounting for Implementation, 
Setup, and Other Upfront Costs (Implementation Costs) Incurred in a Cloud Computing Arrangement 
That Is Considered a Service Contract.  
 

• License Fees – accounted for under ASC 350-40 
• Upfront fees not considered part of the license, associated with a service contract 
• Resulted in diversity in practice (capitalize all vs. expense all) 
• Four basic options were offered: 

o  Capitalize all - rejected 
o  Expense all - rejected 
o  Treat similar to License Fees under ASC 350-40 
o  Treat based on nature (hard assets - capitalize, capitalizable intangibles - capitalize 

& amortize, etc.) - existing guidance 

 
• FASB Staff recommended – to acct under existing guidance 
• Question: Is the nature different if: 

• We expended ourselves 
• Paid contractor 
• Paid to a cloud company 

• FASB Staff to look at last 2 options. Study is in progress. 
• Costs are significant, companies have to redesign processes 
• Private companies vs. private companies issue – think how our clients are expending the $’s 
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Discussion ensued with Matt Lombardi pointing out the effective date for public business 
entities. The SEC adopted ACS 606 - Revenues and ASC 842 - Leases and did not object to the 
adoption. 
 

- Frank O’Brian left the meeting at 10:22am 
- Break 10:22am to 10:30am 

 
Committee Communication Matters: CalCPA October Magazine 
 
4. Nancy Rix and Mark Willie discussed the well-being of Mark Dauberman and noted that they will 

assist with the CalCPA October Magazine article on Revenue Recognition. The ED is messy and CPAs 
are looking for implementation guidance. More would be known as the standards are used by the 
practitioners. Current idea for the article is to summarize information in the guide or ED by 4-5 
major industries. 

 
PCAOB Update 
 
5. Michael Feinstein was not able to make this meeting therefore Matt Lombardi and Paul Peterson 

were leading the PCAOB update. 
 

• Three documents to review : 
o New Auditor Reporting Standards (CAMs – FY ending 2019) 
o Tenure of Auditor 
o Restructure of the Audit Report – opinion first (FY ending 2017) 

Discussion ensued: 

• Paul Peterson – recommend consistency with international standards rather than AICPA. 
• Andy Mintzer – thoughtful to refer to International Standards. International Standards apply to 

both public and private entities. 

Vote: No-one opposed to not including comment that was included previously 

• Nancy Rix - Management has certain information not available to the auditor. 
• Discussion about use of terms the auditor “may consider” or “relating to” 

o Aleks Zabreyko suggested using “reasonably available” 
• Committee prior response was to put the factors in the practice aid 
• Howard Sibelman – indicated the standards are tying the hand of the auditor, unless things are 

fundamental and are a reminder, they should not be in the standard. 
• Howard Sibelman – recommended using the language of the Going Concern standard. 

Vote: To accept the current draft from Michael Feinstein. No-one opposed. 

• What the auditor should do with respect to data source change? Vote: No-one opposed. 
• Pricing Factors reliability. Vote: No one opposed. 

 
 

- John Lacey (tel) departed 11:20am 
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Paul Peterson discussed Proposed Amendments to Auditing Standards for Auditor’s Use of the Work of 
Specialists.  

• Proposed amendments relate to: 
o AS 1105, Audit Evidence (based on risk-based approach) and  
o AS 1201, Supervision of the Audit Engagement (auditor-employed specialist).  

§ to ensure same level of supervision for auditor-employed and auditor-engaged 
specialists 

 
Discussion ensued. No one had reservations or comments on Michael Feinstein’s responses that were 
generally supportive of the proposed PCAOB updates. 
 
 
Auditing Standards Update (ASU) 
 
6. Gary Krausz discussed: 

 
• Employee Benefit Plan final and released comment letter.  

o Comment letters sent in did not seem to be posted on the AICPA website as 
received. Gary Krausz noted that EB is on AICPA’s October 2017 agenda and AICPA 
should post comment letters before the end of August.  
 

• Other items on the agenda – conformity of the Auditor Report to the PCAOB and 
International Standards.  
 

• Other conforming changes – other information included in ASA 720, The Auditor's 
Responsibilities Relating to Other Information (AU-C 720), which documents what the 
auditors are responsible for. “Other information” will be narrowed to the Annual Report. No 
new performance requirements. Gary Krausz did not note any controversial items.  

• ASA Item 6A - Proposed Statement on Standards for Attestation Engagements, Selected 
Procedures. 

o Direct engagement in International arena – if anyone wants to work on that please 
let Gary Krausz know.  

o Andy Mintzer noted that he is on the direct engagements task force. Specified 
procedures are attest standards. 

 
Committee Communication Matters 
 
7. Nancy Rix discussed: 
 

• survey information sent out a few days before current meeting will be summarized before the 
next meeting 

• new forward looking calendar by standard setting body would be created and will function as a 
consolidation of technical agendas 



Page 5 of 7 

o Nancy Rix asked sub-committee chairs and co-chairs to please email calendar 
modifications and names of sub-committee leaders 

 

- Lunch Break 11:55am to 12:35pm 
- Bob Jones joined the meeting during lunch break. 
- Note to assess how the meeting format worked for today. 
 
 
PM Session 
 
Committee Communication Matters (cont.) 
 
8. Andy Mintzer completed serving his term as the CalCPA President in June 2017 with roughly 44,000 

members. He proposed the idea of soliciting from all of the CalCPA membership their professional 
affiliation and proposed for AP&AS Committee to work on a pilot basis to develop content for that 
forum: 

 
• Organization of members by a Professional Groups (e.g., by Tax, PFP, IT, et. al.) – envision a long 

process. Goal by 05/01/18 for 4 to 5 professional forums.  
• Two functions: 

o Push out the content 
o Enlist army of AP&AS folks to possibly join sub-committees 

• Question from Andy Mintzer – if AP&AS Committee would want to try to pilot the content? 
Committee would be assisted/led by Matt Kuntz at CalCPA. 

o Not social network-style. 
o CalCPA will not dictate content. If you want a technical line – you make it the technical 

line. 
§ Mark Willie noted that committee members do not want the maintenance be 

burdensome. 
• Committee/Sub-Committee would provide guiding set of principles and define what the AP&AS 

Forum would look like. 
o Possibly a lot of vetting. 
o Volunteers. 
o Chair – to write a blog. 
o Staff Liaison to work with Chairs of Tax, and PFP Processional Groups. 

§ James Dougherty noted Survey and YouTube content. 
o Tape AP&AS speaker during May meeting. 

• In 3-5 years there will be many of these forums 
• John Levy noted that – 

o Younger members are asking “what’s in it for me?” 
o There are resources outside of CalCPA (Forensic Group/TaxTalk) – ListServ 
o Other Professional Organizations are staffed 
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Discussion ensued and AP&AS Committee members interested in participating in the forum effort were 
solicited. 
 
SSARS Update 
 
9. Gail Anikouchine noted that the Committee is not meeting until later in August 2017. May 2017 

meeting was about Agreed Upon Procedures without the written assertion, when the client cannot 
make a written assertion. Expectation of an ED for the next meeting (although this is already the 
third meeting with such an expectation). 

 
Communications Update  
 
10.  Vinit Shrawagi reported to the committee that comment letters were posted on the Committee 

website page and certain links were added (including a link to the LinkedIn Group). 
 
Chapter Chairs Update 
  
11. Doug DeBoer indicated that due to summer there was no update email to the chapter chairs and 

invited chapter chairs present at the meeting to update the Committee: 
 

• Vee Cristobal – LA AP&AS Chapter Chair – asked for a potential presenter for the third of the 
month meeting on Thursday, September 21, 2017 7pm-9pm in LA 

• Dave Wilson – Sacramento Chapter Chair – indicated that a young partner will volunteer as a 
co-chair 

• Jim Babcock – Silicon Valley Chapter Chair – held RevRec and ERISA meetings with ~15 
average attendance 

 
Open Forum 
 
12. Matt Lombardi discussed that CalCPA asked AP&AS Committee to develop/update a committee 

Policy Statement with targeted specific questions. 
• If policy requires, Committee should have Staff Liaison provide names of members with 

3 non-attendance events in a row. 

• Number of members on the committee – 45 members (at some point it was no more 
than 39). Currently ~55-56 members (incl. ~13 chapter chairs). 

o Attending meetings ~32-33 
o Hemming Morse has a few members 
o Big 4 Representatives 

§ Howard Sibelman – Institutional difference, practice differences, cultural 
differences with possibly dramatic change to the content of the conversation 

§ Lewis Sharpstone – State Societies on the West Coast, has an ability to speak to 
someone at DT 

o Evaluation of Committee Efforts 
§ Mark Willie – long standing open item, need to assign someone to summarize: 
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o Topics that have been passed based on our comment letters 
o What happened with our comments 
o Existing sub-committees should provide an update 
o Nancy Rix could leave sub-committee updates on the calendar 
o Did we have an effect (e.g., PPC recognition to avoid VIE recognition)? 

 
13. Virtual Meeting Format Debrief 
 

Member comments: 

o Nancy Rix – preference for face-to-face meetings 
o Howard Sibelman – virtual format was better than expected 
o Stu Harden – top notch technology at AMLLP 
o John Levy – would like and ability to more effective to zoom in on the speaker (zoom 

ability was then demonstrated by Paul Petersen) 
o Mark Willie – reasonable format, suggestion to try only two facilities next time 
o Gary Krausz – suggested SurveyMonkey for how often we should hold virtual-format 

meetings 
o Stu Harden – supports the survey. Pointed out camera differences from those on the 

computer by themselves v. many members in the room. 
o Bob Jones – was able to connect in the afternoon (would have attended in San Ramon). 

 
TO DO: SurveyMonkey (limited to today’s participants) 

• Suggested Q: How many Committee members attended because the meeting was 
local? 

 
- Reminder/confirmation for the date of May 2018 meeting. 
- Meeting adjourned at 2:15pm. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


