
BEFORE THE 

CALIFORNIA BOARD OF ACCOUNTANCY 

DEPARTMENT OF CONSUMER AFFAIRS 


STATE OF CALIFORNIA 


In the Matter of the Accusation Against: 

ARDING, III, ARTHUR JAMES 
ARDING ACCOUNTANCY CORPORATION 
2171 Shattuck A venue 
Berkeley, CA 94704 
California Public Accountant License 
No. 63875 
Certified Public Accountancy Corporation 
Certificate No. COR 1724 

Respondent. 

Case No. AC~2014-15 

OAH No. SF2013901977 

DECISION AND ORDER 

The attached Stipulated Settlement and Disciplinary Order is hereby adopted by 

the California Board of Accountancy of the Department of Consumer Affairs, as its Decision in 

this matter. 

This Decision shall be~e effective on Ju)j 51dOl/ 
It is so ORDERED on June-. s- I /)0 IL/ . 

CCOUNTANCY. 
FAIRS 
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KAMALA D. HARRIS 
Attorney General ofCalifornia 
DIANN SOKOLOFF . 
Supervising Deputy Attorney General 
SUSANA A. GONZALES 
Deputy Attorney General 
State Bar No. 253027 

1515 Clay Street, 20th Floor 
P.O. Box 70550 
Oakland, CA 94612-0550 
Telephone: (510) 622.:2221 
Facstmile: (510) 622-2270 

Attorneysfor Complainant 

BEFORE THE 

CALIFORNIA BOARD OF ACCOUNTANCY 

DEPARTMENT OF CONSUMER AFFAIRS 


STATE OF CALIFORNIA 

' 
----~----------------------~ 

I In the Matter ofthe Accusation Against: 

ARTHUR JAMES ARDING III 
2171 Shattuck Avenue 
Berkeley, CA 94704 

Certified Public Accountant Certificate No. 
CPA63875 

ARDING ACCOUNTANCY 
CORPORATION 
2171 Shattuek Avenue 
Berkeley, CA 94704 

Certified Public Accountancy Corporation
Certificate No. COR 1724 

Respondents.

Case No. AC-2014.. 15 

STIPULATED SETTLEMENT AND 
DISCIPLINARY ORDER 

j 

In the interest of a prompt and speedy settlement ofthis matter, consistent with the public 

interest, and the responsibility ofthe California Board of Accountancy ("CBA") ofthe 

Department of Consumer Affairs, the parties hereby agree to the following Stipulated Settlement 

l and Disciplinary Order which will be submitted to the CBA for approval and adoption as the fina

disposition ofthe Accusation. 
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PARTIES 

1. Patti Bowers ("Complainant") is the Executive Officer ofthe California Board of 

· Accountancy. She brought this action solely in her official capacity and is represented in this 

matter by Kamala D. Harris, Attorney General of the State ofCalifornia, by Susana A. Gonzales, 

Deputy Attorney General. 

2. Respondents Arthur James Arding III and Arding Accountancy Corporation are 

represented in this proceeding by attorney James F. Hetherington, whose address is: 417 

 Montgomery Street, lOth Floor, San Francisco, CA 94104. 

3. On or about May 13, 1993, the California Board ofAccountancy issued Certified 

 Public Accountant License Number CPA 63875 to Arthur James Arding III. The Certified Public 

Accountant Certificate was in full force and effect at all t'imes relevant to the charges brought in 

this Accusation and will expire on June 30, 2014, unless renewed. 

4. On or about June 1, 1981, the California Board ofAccountancy issued Corporation 

Certificate Number COR 1724 to Arthur J Arding Jr. Accountant Inc. On May 6, 1994, the 

Board converted that Certificate Number to Arding Accountancy Corporation. The Corporation 

License was in full force and effect at all times relevant to the charges brought in this Accusation 

and will expire on June 30, 2015, unless renewed. 

JURISDICTION 

5. Accusation No. AC-2014-15 was filed before the California Board ofAccountancy 

("CBA"), Department ofConsumer Affairs, and is currently pending against Respondents. The 

Accusation and all other statutorily required documents were properly served on Respondents on 

March 31, 2014. Respondents timely filed a Notice ofDefense contesting the Accusation. 

6. A copy ofAccusation No. AC-2014·15 is attached as exhlblt A and Incorporated 

herein by reference. 

7. Respondents have caret\tlly read, t\tlly discussed with counsel, and understand the 

charges and allegations in Accusation No. AC..2014.. 15. Respondents have also carefully read, 
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fully discussed with counsel, and understand the effects ofthis Stipulated Settlement and 

Disciplinary Order. 

8. Respondents are fully aware oftheir legal rights in this matter, including the right to

hearing on the charges and allegations in the Accusation; the right to be represented by counsel 

their own expense; the right to confront and cross-examine the witnesses against them; the right 

to present evidence and to testifY on their own behalf; the right to the issuance of subpoenas to 

compel the attendance of witnesses and the production ofdocuments; the right to reconsideratio

and court review of an adverse decision; and all other rights accorded by the California 

Administrative Procedure Act and other applicable laws. 
/ 

9. Respondents voluntarily, knowingly, and intelligently waive and give up each and 

every right set forth above. 

--~ 

CULPABILITY 
,~ -- -~· - '"~ 

10. Respondents understand and agree that the charges and allegations in Accusation N

AC-2014-15, ifproven at a hearing, constitute cause for imposing discipline upon their Certifie

Public Accountant Certificate and Certified Public Accountancy Corporation Certificate. 

11. For the purpose ofresolving the Accusation without the expense and uncertainty of 

further proceedings, Respondents agree that, at a hearing, Complainant intends to present 

evidence establishing a factual basis for the charges in the Accusation, and Respondents hereby 

give up their right to contest those charges. 

12. Respondent Arthur James Arding III agrees that his Certified Public Accountant 

Certificate is subject to discipline and he agrees to be bound by the CBA's probationary terms as

set forth in the Disciplinary Order below. 

13. Respondent Arding Accountancy Corporation agrees that its Certified Public 

Accountancy Corporation Certificate is subject to discipline and agrees to be bound by the CBA

probationary terms as set forth in the Disciplinary Order below. 

CJ.RCJJM§IANQ:S.§ IN' ¥ITIQATI9H 

14. Respondents have never been the subject of any disciplinary action. Respondents 

admitted responsibility and sought resolution at an early stage in the proceedings. 
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CONIINOENCX 

15. This stipulation shall be subject to approval by the California Board of Accountancy. 

Respondents understand and agree that counsel for Complainant and the staffofthe California 

Board ofAccountancy may communicate directly with the CBA regarding this stipulation and 

settlement, without notice to or participation by Respondents or their counsel. By signing the 

stipulation, Respondents understand and agree that they may not withdraw their agreement or 

seek to rescind the stipulation prior to the time the CBA considers and acts upon it. If the CBA 

fails to adopt this stipulation as its Decision and Order, the Stipulated Settlement and Disciplinary 

Order shall be ofno force or effect, except for this paragraph, it shall be inadmissible in any legal 

action between the parties, and the CBA shall not be disqualified from further action by having 

considered this matter. 

16. The parties understand and agree that Portable Document Format ("PDF") and 

facsimile copies of this Stipulated Settlement and Disciplinary Order, including PDF and 

facsimile signatures thereto, shall have the same force and effect as the originals. 

17. This Stipulated Settlement and Disciplinary Order is intended by the parties to be an 

integrated writing representing the complete, final, and exclusive embodiment of their agreement. 

It supersedes any and all prior or contemporaneous agreements, understandings, discussions, 

negotiations, and commitments (written or oral). This Stipulated Settlement and Disciplinary 

Order may not be altered, amended, modified, supplemented, or otherwise changed except by a 

writing executed by an authorized representative of each of the parties. 

18. In consideration of the foregoing admissions and stipulations, the parties agree that 

the CBA may, without further notice or formal proceeding, issue and enter the following 

Disciplinary Order: 

DISCIPLINARY ORDER 
"ff"'"' '"-'' -~ ••• ;;;.,..,; 

IT IS HEREBY ORDERED that Certified Public Accountant Certificate No. CPA 63875 

issued to Respondent Arthur James Arding III, and Certified Public Accountancy Corporation 

Certificate No. COR 1724 issued to Respondent Arding Accountamly Corporation are revoked. 
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However, the revocation is stayed and Respondents are placed on probation for three (3) years on 

· 

the following terms and conditions. 

1. Obey All Laws 

Respondents shall obey all federal, California, other states' and local laws, including those 

rules relating to the practice ofpublic accountancy in California. 

2. Cost Reimbursement 

. • 	 Respondents shall reimburse the CBA $12,500.00 for its investigation and prosecution 

costs. The payment shall be made in ten quarterly payments (due with quarterly written reports), 

the final payment being due six months before probation is scheduled to terminate. 

1 3. Submit Written Reports 

Respondents shall submit, within 10 days of completion ofthe quarter, written reports to 

: the CBA on a form obtained from the CBA. Respondents shall submit, under penalty of perjury, 

such other written reports, declarations, and verification of actions as are required. These 

declarations shall contain statements relative to respondents compliance with all the terms atld 

' 	 conditions ofprobation. Respondents shall immediately execute all release of information forms 

as may be required by the CBA or its representatives.1 

4. Personal Appearances 

Respondents shall, during the period ofprobation, appear in person at interviews/meetings 

as directed by the CBA or its designated representatives, provided such notification is 

accomplished in a timely manner. 

S. Comply With Probation 

Respondents shall fully comply with the terms Md conditions ofthe probation imposed by 
; 

· 	the CBA and shall cooperate fully with representatives ofthe California Board ofAccountancy in 

its monitoring and investigation oftheir compliance with probation terms and conditions. 

6. Practice Investigation 

Respondents shall be subject to, and shall permit, a practice investigation of the their 

professional practice. Such a practice Investigation shall be conducted by representatives ofthe 

CBA, provided notification of such review is accomplished in a timely manner. 

http:12,500.00
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7. Comply With Citations 

Respondents shall comply with all final or~ers resulting from citations issued by the 

California Board ofAccountancy. 

8. Tolling of Probation for Out-of-State Residence/Praetice 

In the event Respondents should leave California to reside or practice outside this state, 

Respondents must notifY the CBA in writing ofthe dates of departure and return. Periods ofnon· 

California residency or practice outside the state shall not apply to reduction of the probationary 

 period, or ofany suspension. No obligation imposed herein, including requirements to file · 

written reports, reimburse the CBA costs, and make restitution to consumers, shall be suspended 

or otherwise affected by such periods of out·of ..state residency or practice except at the written 

direction ofthe CBA. 

9. Violation of Probation 

If Respondents violate probation in any respect, the CBA, after giving respondents notice 

and an opportunity to be heard, may revoke probation and carry out the disciplinary order that 

was stayed. If an accusation or a petition to revoke probation is filed against Respondent Arthur 

James Arding III or Respondent Arding Accountancy Corporation during probation, the CBA 

shall have continuing jurisdiction until the matter is final, and the period of probation shall be 

extended until the matter is final. 

The CBA's Executive Officer may issue a citation under California Code of Regulations, 

Section 95, to a licensee for a violation of a term or condition contained in a decision placing that 

Ucensee on probation. 

10. Completion of Probation 

Upon successful completion ofprobation, Respondents licenses will be fully restored. 

11. Regulatory Review Course 

Respondent Arthur James Arding III shall complete a CBA..approved course on the 

provisions ofthe California Accountancy Act and the California Board ofAccountancy 

Regulations specific to the practice of public accountancy in California emphasizing the 

provisions applicable to current practice situations prior to December 31, 2014. The course also 
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 will include an overview of historic and recent disciplinary actions taken by the CBA, 

highlighting the misconduct which led to the licensee being disciplined. The course shall be a 

minimum oftwo hours. 

If Respondent Arthur James Arding III fails to complete said courses within the time period 

 

provided, he shall so notifY the CBA and shall cease practice until he completes said courses, 

submits proof of same to the CBA, and receives notification by the CBA that he may resume 

practice. Failure to complete the required courses shall constitute a violation ofprobation. 

12. Continuing Education Courses 

Respondent Arthur James Arding III shall complete 24 hours ofprofessional education in 

auditing (including compilations), and accounting courses. The professional education courses 

shall be completed by December 31, 2014. This shall be· in addition to continuing education 

requirements for relicensing. 

Failure to satisfactorily complete the required courses as scheduled shall constitute a 

violation ofprobation. 

13. Active License Status 

Respondents shall at all times maintain active license status with the CBA, including during

any period of suspension. If either license is expired at the time the CBNs decision b~comes 

effective, the license must be renewed within 30 days of the effective date of the decision. 

14. Supervised Practice 

Within thirty days of the effective date of this decision, Respondents shall submit to the 

Board or its designee for its prior approval a plan of practice, regarding the preparation of 

compilations, that shall be monitored by another CPA or P A who provides periodic reports to the 

Board or its designee. Respondents shall pay all costs for such monitoring. 

15. Peer Review 

During the period ofprobation, all compilation reports and work papers shall be subject to 

peer review by a certified peer reviewer at Respondents' expense. The review shall evaluate 

Respondent Arthur James Ardins III's a.nd Arding Accountancy Corporation1s system of quality 

control, including its organizational structure, the policies and procedures established by the firm, 
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and the firm's compliance with its quality control system as determined on the basis of a review 

of selected engagements. The specific engagements to be reviewed shall be at the discretion of 

1 the peer reviewer. 


Upon completion ofthe peer review, Respondents shall submit a copy ofthe report with the

reviewer's conclusions and findings to the Board. 


16. ·Restricted Practice 

Respondents shall not engage in and shall be prohibited from performing any audits or 

reviews. 


IT IS HEREBY FURTHER ORDERED that: 


 17. .Restricted Practice 

After completion ofprobation, Respondents shall be permanently prohibited from engaging

in and performing audits and reviews. This condition shall continue until such time, if ever, 

Respondents successfully petition the Board for reinstatement of their ability to perform auditsI 

and reviews. Respondents understand and agree that the Board is under no obligation to reinstate

their ability to perform audits and reviews, that the Board has made no representations concerning

whether any such reinstatement might occur, and that the decision to reinstate is within the sole

discretion ofthe Board. 

18. Full Compliant."' 

Respondents understand and agree that this Stipulated Settlement and Disciplinary Order as

a resolution to the charges in Accusation No. AC~2014~15 is based upon, inter alia, Respondents 

full compliance with paragraph 17 ofthis Order (Restricted Practice). If Respondents fail to 

satisfy this condition, they agree that the Board can file an Accusation against them for 

unprofessional conduct based upon their failure to comply with paragraph 17 as an independent 

basis for disciplinary action, pursuant to Business and Professions Code section 5100. In 

addition, Respondents consent that the Board may enforce paragraph 17 in any court of 

competent jurisdiction (Including an administrative court) to ei\Join them, temporarily or 

permanently, or both, from violating paragraph 17, and may seek all other remedies allowed by 

law in such proceeding. 
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AQCSPTANCS 

I have carefully read the above Stipulated Settlement and Disciplinary Order and have fully 

discussed it with my attorney, James F. Hetherington. I understand the stipulation and the effect 

it will have on my Certified Public Accountant Certificate, and I enter into this Stipulated 

Settlement and Disciplinary Order voluntarily, knowingly, and intelligently, and agree to be 

bound by the Decision and Order of the California Board of Accountancy. 

/I1 1/ ;/ /0 -1 ·"·1~_·'1·:;--·
1
~~s-~r-:;.;;R;;;.;D-!IN;_~<-,,1£.r-·r~"';,f...IJ..:..::;_·------~·--

,; -··" 

--·· 

I have carefully read the above Stipulated Settlement and Disciplinary Order and have full

discussed it with my attorney. James F. Hetherington. I \mderstand tbe stipulation and the effect 

it will have on my Certified Public Accountancy Corporation Certificate, and I enter into this 

Stipulated Settlement and Disciplinary Order voluntarily, knowingly, and intelligently, and agree

to be bound by the Decision and Order of the California Board of Accountancy. 

y 

 

I have read and fully discussed with Respondent Arding and Respondent Corporation the 

tenns and conditions and other matters contained in the above Stipulated Settlement and 

Disciplinary Order. I approve its form and content. 

--~~--Utc·-~-'i"~--~-- ---"'---->=•'"A:...:•~,~ --.-...,.,.~=~~---:o- --- •··-··· r =•-'.!!~~'"""'"'~=~>""n''"~---....~~~~=~ 

STIPULAT.ED SE'I'TLBMENT (AC·20 14~ IS) 

http:STIPULAT.ED
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R~PRSEMBNI 

The foregoing Stipulated Settlement and Disciplinary Order is hereby respectfully 


submitted for consideration by the California Board ofAccountancy. 

Dated: Respectfully submitted, 

KAMALA D. HARRIS 
Attortiey General ofCalifornia 

DIANN SOKOLOFF 

Supervising Deputy Attorney General 

SUSANA A. GONZALES 
Deputy Attorney General
Attorneysfor Complainant 
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KAMALA D. HARRIS
Attorney General of California 

DIANN SOKOLOFF 

Supervising Deputy Attorney General 

SUSANA A. GONZALES 

Deputy Attorney General 

State Bar No. 253027


151.5 Clay Street, 20th Floor 

P.O. Box 70550 


.Oakland~ CA 94612.. 0550 

Telephone: (510) 622·2221

Facsimile: (510) 622~2:?70 

Attorneys for Complatnant 

BEFORE THE 
CALIFORNIA BOARD OF ACCOUNTANCY 
DEPARTMENT OF CONSUMER AFFAIRS 

STATE OF CALIFORNIA 

 	ln the Matter of the Accusation Against: 

ARTHUR JAMES ARDING III 
2171 Shattuck A venue 

Berkeley, CA 94704 


 	Certified Public Accountant Certificate No, 

CPA63875 


ARDING ACCOUNTANCY 

CORPORATION 

2171 Shattuck Avenue 

Berl,eley, CA 94704 


 
Certified Public Accountancy Corpol•ation

Certificate No. COR 1724 


Resptmdents.
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Case No, AC-2014~15

ACCUSATION

 
----· ·····•"'"" ... = ...... . 

Complainant. alleges: 


fall'I'.ma 


1. Patti Bowers (Complainant) brings this Accusntion solely in her official capacity as 

the Executive Officer of the California Board of Accountancy~ Department of Consumer Affairs. 

2. On or about May 13, 1993, the California Board of Aoccnmtancy issued Certified 

Public Accountant License Number CPA 63875 to Arthur Janu~s .Arding lli (uRespondent


http:fall'I'.ma
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2 
Accusation 

At·ding"), '!'he Ce1'tified Public Accountant Ctwtificate wus in full force und effect at all times 


relevant to the charges brought in this Accusation and wlll expire on June 30, 20f4, unless 

1'enewed. 

3, On or about June 1t 1981, the Cnliftmlia :B<Hlt'd of A0cmmtancy issued Col'poration 

Certificate Numbel' COR :1724 to Arthur J Al'ding Jr. Accountant Inc, 011 May 6, 1994, th(} 


Board converl:ed that Certificate Nutnbe1' to A1'ding Accatmtanoy Cot·pot·ation ("Respondent 


Corporation"). The Corporation License was in full force and effect at all times relevant to the 

I 

charges brought in thisAccusation and will expit'e on June 301 20151 unless renewed, 

4. This Accusation is brought befo1·e the California Board of Accountancy (CBA), 

Department of Consumer Affah·sp under the authority 0£ the following laws. All section 

references are to the California Business and Professions Code unless othetwise indicated. 

5. Business and Professions Code Sections 118, subdivision (b), and 5109 provide in 

pertine11t pat·t that the suspension, expiratiox1, cancellation, or ~orfeiture of a license issued by the 

Board shall not deprive the Board of its authority to investigate, or to institute or coutirme a 

disciplimu·y proceeding against a licensee upcm any ground provided by law, or to enter an order 

suspending ot· revoldng the license or otherwise taking disciplinary action against the licensee on 

any such ground. 

~W.!ITORY AHD...BEQU~'ORY PBQVlSl~ 

6. Section 5050.1(a) of the Code states: 

"Any person that engages in any act that is the pt•actice of publlc accountancy ln this state 

consents to the personal, subject matter1 and disciplinary jLU'isdiotion of the board. This 

subdivision is dechu·ative ofexistlng law." 

7. Section 5100 states1 in pertinent pat't: 

11 After notice and hearing. the board may revoke1 suspend1 or refuse to renew tmy permit or 

cet•tificate granted under A1'ticlo 4 (commencing with Section 5070) and Attiol~ S(comm.encing 

with Section 5080), or nu1y censure the hold~r of that permit ot' certificate for unprofessional 
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conduct that includes, btlt is not limited to, one or any combination of tho following causes: 

"(o) Dishonesty, ft•aud, gi'OSS negligence, or repented negligent acts committed it'l the same 

or different engagements, for the satne ot' different clients, or any combinatlot1 of engagements ot• 

cliettts, each resulting in a violation of applicable professional statldards that indicate a lack of 

competency fn the pt•actice of public accountancy ot· in tl1e performance of the bookkeeping 

operations descl'ibed in Section 5052.?' 
'•' 

B. Section 5156 states: 

''An accountancy corporation shall not do or fail to do any act the doing of which or the 

failure to do which would constitute unprofessiottal conduct under any statute~ rule or regulation 

now ot· hereaftel' in effect, 1n the conduct of its practice, it shall observe and be bound by such 

statutes, rules and regulations to the satne extent as a person holding a permit under Section5070 

of this code. The board shall have the same powers of suspension, revocation and discipline 

against an accountancy corporation as are now or hereafter autho1'ized by Section 5100 of this 

code, or by any other similar statute against individual licensees, provided, however, that 

proceedings against an accountancy corporation shall be conducted in accordance with Chapter 5 

(commencing with Seotlon 11500) of Part 1 of Division 3 of Title 2 ofthe Gover11me~;~t Code1 aud 

the board shall have all the powers granted therelin.'1 

9, Section 5062 states: 41A licensee shall issue a report which conforms to professional 

standards upon completion of a compilation, review or audit of financial statements." 

10. Code section 5097 states, in pertinent part, 

"(a) Audit documentation shall be a llcenaee's records of the procedures applied, the tests 

performed~ the information obtained, and the pertinent conclusions reached in an audit 

engagement. Audit documentation shall include, but is not limited to, programs, analyses, 

men'l01'at1da,lettel's of confirmation and representation, copies or abstracts of company 

documents, and schedules at· commentaries prepared or obtained by the licensee, 

11 (b) Audit documentation shall contain sufficient documentation to enable a reviewer with. 

relevant lcnowledge and eX!Jerience, having no previous connection with the audit engagement, to 

Aooulll\tion 
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undet•stand the nature, timing, extent, and results of the auditing or other procedut·es performed, 

evidence obtained, and conclusions reaohed, and to determine the identity of the persons who 

perfortned and teviewed the work. 

"(c) Failure of the audit documentation to document the procedu1·es applied, tests 

performed, evidence obtained, and relevant conoltJsions reached i11 an engagen1ent shall raise a 

pt·es~mption that the pt'()Cedures were not applied, tests were not performed, infOl'mation was not 

obtained, aud relevant conclusions were not reached. This pt•esumption shall be a rebuttable 

presumption affecting the burden of proof l'elative to those portions of the audit that are not 

documented as required in subdivision (b), The burden may be met by a preponderance of the 

evidence." 

11. . California Code of Regulations, title 16, section 58, provides that licensees engaged 

in the practice of public accountancy shall comply with ~11 applicable professional standards, 

including but not limited to generally accepted acc~mnting principles and generally accepted 

auditing standards. 

12, California Code of Regulations, title J6, section 68.2, subdivision (b) states: 

11 (b) In addition to the requirements of Business a11d Professions Code Section 5097(b), 

audit documetttation shall provide the date the document or worldng papet' was cotnpleted by the 
' 

preparer(s) an~ any l'eviewer(s), and shall include the idetttity of t~e preparer(s) and any 

reviewer(s)." 

APPLICABLE FBOF£SSIONAL S~DAJ3Jla 

13. Standards of practice pertinent to this Accusation and the engagement in issue 

include, without limitation: 
I 

A. .Oenen1lly Accepted Auditing Standards ("GAAS11) are codified by the American 

Institute of Ce1·tified Public Accountants (AICPA). The ten GAAS (AU §150), which are 
' 

intet•t•elated, an~ discussed in the Statements on Audititlg Sta.tldeu·ds (11 SAS11), The SAS are 

codified by 11AU" number in the AICPA's Codification ofStatement-s onAudtttng Standards. 

Among the SAS relevant to this Accusation, in addition to AU §150 which sets fl)rth th& 

Oenerally Accepted Auditing Stanclarda and it1troduoes the concept& of 11mntedality11 and uaudit 
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risk,'' at•e: AU §150.0~ (Audltot·'s Opinlon Regarding Financial Statemcmts); AU §623.09 
' 

(Requirements fo1· Special Reports); AU §623.10 (Financial Statements Pl'epat·ed on an Other 

Comprehensive Basis of Accounting); AU §324.16 (Service Organizations); AU §339.10 (Audit 

Documentation); AU §314.122 (Understanding the Entity); AU §318.77 (Perfm·ming Audit 

Procedures in Response to Assessed Risks and Evaluating the Audit Evidence Obtained); AU 

§314.24 (Understanding the Bntity and Its Environment and Assessing the Risks of Material 

Misstatement); and AU §339.18 (Audit Doo11mentation Regarding Identification of P1·eparer and 

Reviewer). 

B. Standards applicable to fitu.moial reporting are referred to as Generally Accepted 

Accounting; PrJnciples (uOAAP,.). and ru·e dedv~d ft·om many sources. Statements of Financial 

Accounting Standards ("SFAS., Ot' 11 FASt 11FASB") are the most authoritative source for GAAP. 

The statements pertinent to this Accusation include, without limitation: FASB 962~205·50·1 

(Required Disclosures for Flnanclal Statements); FAS'E 235·10-SO<l (Requidng Description of 

Significant Accounting Policies); and FAS 1S7N32 (Required Disclosures fot' Reporting Entity); 

FASB 962-205-45-1 (Other Presentation Matters). Also pertinent to this Accusation is the 

AICPA Audit and Accounting Guide for Employee Benefit Plans 10.20 (Objective of Audlting 

Procedures). 

C. IRS Instructions for Completing Form 5500. 

D. Employee Retirement Income Secudty Act (11ERISA11) section 1023, subdivision 

(a)(3)(A), states, in pertinent pat·t, that t11e annual report shall include a financial statement, and: 

"The adm lnlstrator of an employee benefit plan shall engage, on behalf of all plan 
participants, an independent qualified public accountant, who shall conduct S\lCh an 
examination of any financial statements of the plan, and of other books and records of the 
plan, as the document may deen1 necessary to enable the accountant to farm an opinion as to 
whether the financial statements nnd aobed11les required to be included in the annual 
repot·ts, , , of tlils section at•e presented fairly ln oonformlty with generally accepted 
aooo\mting principles,, ,11 

E. The AICPA Audtt andAcaounttng Gulde j'ar Employee Bemeflt Plans. section 10.20, 

states: 
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"The objective of auditing pt•ocedures applled to lndlvlduai participant accounts of' defined 

contribution plans is to provide the rmditot· with a reasonable basis fot· oonohtding: 

"a. Whethe1· net assets have been allocated to th~ individual participant accounts in 

acc01·danoe with the plan instrument; 

'~b. Whethe1· the stun of the participant accounts reconciles with the total net assets 

available fol' plan benefits; 

Whether participant transactions are authorized at1d have been executed at 'the pl'Opel'
' ~ 

! 	 amount in the proper pel'iod." 

QO.S't'JmQQYJmX. 

, 14. Section 5107, subdivision (a) of the Code states: 
; 

"The executive otlicer of the board m'lY request the adminisu•ative law judge, as part of the 

proposed decision in a disoiplinEU'Y proceedin.g, to direct any holder of a permit or certificate 

found to have committed a. violation ot· violations of this chapter to pay to the board alt reasonable 

n 

 

n 

· costs of investigation and prosecution of the case; including, but not limited to, attorneys' fees. 

The board shall not recover costs Incurred at, the administrative hearing.11 

• 
EIRST QA]JSE EQR PISCifLJ.N.,g 


(Gross Negligence) 

(Bus. & Prof. Code, § 5100, subd. (c)) 


15. Respondents have subjected their certificates to disciplinary action in that they were 

grossly 11.egligent l11 their performance of the audit of Berg Seniot• Services, LLC 4011<: Plan for 

the yeat' 2009. (Bus. & Prof. Code~ § 51001 subd. (c).) Respondents iss1.ted the audttot•'s report o:

' 	 or about SeptembeJ' 28, 2010. The audit engagement was requit·ed to be performed in accordance

with GAAS and GAAP, which constitute tlle atandtud of pt•notice in the State of California. 

16. Respondents' gross negligence included the following extreme depat·tures ft•om the 
I 

standard of praoticat 


Audit Reporting 


A. Respondents' audit report failed to comply with. GAAS, and Respondents did not 

modify the repo1·t to indicate any departures from GAAP. The financial statements did not 

disclose: (1) Description of the Planj (2) Summary of Accounting Policies; (3) Investments/Fair 
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Value Measurements FAS 157; and (4) Tax Status. (FASB 962-205-50-:L; FASB 235·10-50-1; 

FAS 157-32; TheAICPA Audlt cmdAccounting Guide for Employee Benefit Plans~ section A. 52.) 

 

 





B. Respondents failed to express an opinion on the Plan's financial statements. (AU 

§150.02; AU §623.09; AU §623.10; IRS Instructions for completing Form 5500; ERISA)§ 1023,

subd. (a)(3)(A).) 

Audit Workpntlers

C. I~espondents did not considerthe effect of time periods attd controls not covered by . 
he Service Provide1•'s report ln assessing the entity's control environment. (AU §150.02; AU 

§324.16; AU §339.10.) 

D. Respondents did not propel'ly document their depth of understanding of the e11tity~s 

nternal control and how that k110wledge was used to assess l'isk and dosig;n relevant at1dit 

procedures. Respondents failed to document: (1) theit· unde1·standing of the environment as 

dentified by the five components of internal contl'ol; (2) their assessment of the risks of matel'ial 

misstatement at the relevant assertion level; (3) the risks identified and related controls; and 

(4) the linkage of further audit procedures with assessed risks at the relevant assertion leveL (AU

§314.122; AU §318.77; AU §339.10.) 


Audit Evidence 


E. Respondents' understanding of the PLAN's regulE1tory environment wns immfficie11t. 

(AU §150.02; AU §314.24.) 


F. :Respondc:mts did not pet·form suff1citmt individual partic:lpan:t data testing. (AU 

§339.10; 7'heAICPA 4ueltt and Accounting GutdeforEmployeflBenejY.t.Plems, § Hl.20.) 

Due ClU'tl 

G: Respondents failed to exercise due cat'e ln the perfot'l1'Ulnce of the audit, (AU 

§339,10; AU §339.1.8.) 
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SECOND CAtJSE..J.:Q!UJISCIPLIN'J.~ 
(Failure to Issue Audit Report in Conformance with Professional Standards) 

(Bus, & Prof, Code, § 5062) 

17. Respondents have subjected their certificates to disc)iplhun·y action in that they faill~d 

to issue att audit report in confotmance with pt•ofessional sta11dards. (Bus. & l'l'of. Code, § 5062.) 

'l'he circumstances are set f01'tb in paragraphs 15 and 16, futd ~ach of their subpar~s, above. 

~rmru;tQAUS.l;l.l~QF..Dl~tQlVIJN~ 
(Failure to Comply with JlJ•ofessional Standards In the Reporting and Perfot•mance of the Audit) 

(Cal. Code of Regs,, tit. 16, § 58) · 

1.8, Respondents have subjected theit• certificates to disciplinary action in that they failed 

to cotnply with professional standards in the s·epot'ting and performance of the at1dit. (Cal. Code 

Regs., tit. 16, § 58.) The circumstances are set forth in paragraphs 15 and 16, and each of their 

subtJarts, above. 

E_O]J.!ITH CAUSE ~_OR ;QISClPLllim 
(Failure to Sign Audit Documentation) . 

(Bus. & Prof. Code, § 5097, subds. (a), (b), & (c); Cal. Code of Regs., tit. 161 § 68.21 subd. (b)) 

19. Respondents have subjected their certificates to disciplinary action in that they failed 

to prepare sufficient audit documentation includit1g, but not limited to, signing and dating the 

audit documentation. (Bus. & Prof. Code, § 5097, subds. (a), (b), & (c)i Cal. Code of Regs,, tit, 

16, § 68.2, subd. (b).) The cit•oumstam~es are set forth in paragraphs 15 and 16, and eaoh of their 

subparts, above. 

WHEREFORE, Complainant requests that a hearing be held on the matters alleged in this 

Accusation; and that following the hearing, the Califomia Board of Accountancy issue a decision: 

,1. Revoking, suspending, or othetwise imposing discipline upon Certified Public 

Accountant Certificate Number CPA 638751 issued to Arthur James Arding III; 

2. Revoking, suspending, or otherwise imposing discipline upon Certified Public: 

Accountancy Corporation Cet•tificate Number COR 1724, issued to Arding Acommtunoy 

Corpo1·ation; 
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1 
 3, Ordering Arthur James Arding II! ana Arding Accountancy Corpot•ation to pay the 

California Board of Accou11tanoy the reasonable costs of the investigation a11d enforcement of this 

case, pursuant to Business and Pt•ofessions Code. section 5107; 

4. Ordering Arthur James Arding III and Arding Aooounta.noy C01·pcwation to pay the 

California Board of Accountancy an administrative penalty pursuant to Business and llrofessio11s 

Code section 5116; 

· 5. Taldng such other and further action aa deemed necessary and propet·. 

Executive Officer 
Califomia Board of Accountancy 
Department of Consumer Affairs 
State of California 
Cornplatnant 

SF2013901977 
90371853 ,doo 
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