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Accountants may not be the first answer one would give if asked about 
professionals that protect the public, but they do play a vital role in the 
financial health of Texas residents, companies, and public institutions.  Without 
competent accountants, pensions, local governments like school districts, 
and businesses on main street would find it harder to prevent theft, make 
sound investments, or assure customers and creditors of 
their financial footing.  The Texas State Board of Public 
Accountancy has not only pursued accountants at one of the 
formerly largest accounting firms in the world who failed to 
stop headline-grabbing fraud at Enron, but also tightened 
the standards and oversight of the accounting profession to 
make sure accountants in Texas catch bad actors and weak 
controls in today’s complex marketplace. 

This review of the board follows a 2013 Sunset review limited to the board’s 
self-directed semi-independent functioning outside the appropriations process, 
but is the first look at the board as a whole since 2002.  Overall, the board does 
its job ensuring accountants practicing in the state have the knowledge and 
impetus to perform their work well, as should be expected from any agency, but 
especially one with the freedom to raise its fees to cover the cost of regulation.  

However, the board has not always scrutinized its own performance in meeting 
the standards and expectations of a well-functioning regulatory agency with 
the same effort as it oversees its licensees.  Throughout the review, Sunset 
staff identified several instances where the board has not kept pace with how 
a modern licensing agency performs certain functions.  In particular, Sunset 
found the way the board decides how much to contract out key pieces of its 
enforcement function — and the processes it uses to find and retain contractors 
— to be too informal for a Texas state agency.  Sunset also found opportunities 
for the board to adopt other best practices, such as streamlining paperwork, 
providing appropriate public access to its functions, and being more transparent 
in assessing administrative costs against disciplined licensees.

Lastly, Texas and other states now face a challenge stemming from recent 
court decisions that raise concerns with occupational licensing agencies that 
have market participants on the board.  Occupational licensing agencies must 
constantly strike a delicate balance of regulations that protect the public while 
not overly interfering with market forces, and courts have recognized that 
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having a controlling number of market participants can lead to unintended shifts toward anticompetitive 
behavior.  This board, similar to many other regulatory agencies in Texas, has struggled to maintain its 
balance.  Adjusting board membership to ensure a majority of public members would help address some 
of these concerns about potential anticompetitive behavior.

The recommendations in this report are intended to help the board put in place the structure necessary 
to execute all of its charges even more effectively and responsibly, and to bring the board’s outlier 
processes up to the standard expected of Texas licensing agencies.  A summary follows of the Sunset 
staff recommendations on the Texas State Board of Public Accountancy. 

Issues and Recommendations

Issue 1

The Board’s Contracting Processes Do Not Meet State Standards and Expectations.

The board contracts for accountants and attorneys to support its programs related to enforcement, 
continuing education review, and peer review.  However, the board’s method of contracting for these 
professional services does not meet certain state contracting requirements and best practices.  For 
example, the board rarely solicits its needs to the broader marketplace, relying instead on word-of-mouth 
recommendations.  In addition, it applies the wrong standard for evaluating professional services proposals, 
allowing price to supersede considerations of quality.  Finally, the board’s use of outside attorneys lacks 
effective oversight normally provided by the office of the attorney general and the Legislature.  Correcting 
these shortfalls and adopting a formal mechanism to regularly update its contracting processes would 
ensure the board’s contracting is carefully developed, more fair to potential vendors and its licensees, 
and current with state procurement law and best practices. 

Key Recommendations

• Require the board to seek approval from the office of the attorney general for all outside counsel 
contracts.

• Direct the board to develop a formal, agencywide contract development and solicitation process for 
its professional services contracts.

• Direct the board to develop a contracting improvement process. 

Issue 2

Key Elements of the Board’s Statute and Procedures Do Not Conform to Common 
Regulatory Standards.

Sunset staff found that various board licensing and enforcement processes do not match model standards 
or common practices observed through Sunset reviews of many regulatory agencies.  Specifically, the board 
lacks accommodations for military members required by statute.  In addition, the board lacks authority to 
require fingerprint background checks of most of its already licensed CPAs, effectively creating two levels 
of oversight.  The board’s peer review program creates a potential barrier to CPAs providing lower-risk 
services by applying a one-size-fits-all standard to inspecting accountants’ work.  Aligning the board’s 
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rules and policies with best practices would help the agency reduce the administrative and regulatory 
burden on licensees, match the level of regulation with the level of risk posed to the public, and ensure 
the board fairly and consistently applies administrative costs to licensees in enforcement actions.  

Key Recommendations

• Require the board to conduct fingerprint-based criminal background checks of all licensure applicants 
and licensees, phased in over a two-year period.

• Remove unnecessary licensure and continuing education provisions for non-CPA firm owners.

• Direct the board to comply with statute directing rules and procedures for military service members, 
veterans, and military spouses.

• Direct the board to amend its peer review rules to account for risk posed to the public.

• Direct the board to develop rules on administrative costs assessed on respondents.

Issue 3

The State Has a Continuing Need to Regulate Accountancy.

Accountancy is the only profession that can perform certain services that provide the public with 
credible assessments that financial information presented to them is accurate.  The state has regulated 
the practice of accountants since 1915, and continues to need to regulate these professionals and their 
firms to ensure qualified people practice accountancy in accordance with recognized standards.  However, 
the board’s current membership includes a majority of licensed accountants, raising concerns about the 
board’s ability to maintain immunity from lawsuits in light of recent court decisions.  In addition, the 
board should improve the public’s ability to comment at its open meetings. 

Key Recommendations

• Continue the Texas State Board of Public Accountancy for 12 years. 

• Adjust the board’s composition to consist of eight public members and seven certified public 
accountants. 

• Direct the board to revise its rules to facilitate public comment. 

Fiscal Implication Summary
These recommendations would not result in a fiscal impact to the state.  Updating contracting processes 
and board policies for enforcement cases are standard responsibilities of state agencies that can be 
accomplished with current resources.  Other recommendations, such as eliminating paperwork or giving 
the board flexibility to adopt biennial licensing, could produce savings by reducing agency workload.  
As a self-directed semi-independent agency, the board is responsible for setting fees to cover the costs 
of regulation.
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