] BEFORE THE ARIZONA STATE BOARD OF ACCOUNTANCY
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Certificaie No. 4669-R issued o

IAY STEVEN OZER,

2

DECISION AND ORDER
{By Consent}
Fespondent

X
e P St o b in? et

INTRODUCTION AND JURISDICTION

i he Arizona State Board of Accounianey ("Board™) is the swe agency authorized
g
pursuznt to AU, § 32-701 1 seq. 1o repulete the profession of Centified Public Accoumtants in the

State af Arizonz.

s
—t

2 On December 4. 2000, the Board filed & Notice of Hearing and Public Complaint

| "Notise") against Arthur Andersen. LLP ("Andersen”, Certified Public Accoumant Jay Steven Ozer

o
Lad

MRespendenmt™), and others regarding services they provided o the Baptist Foundation of Arizons

ot
-

- {("BFA"). The Notice was issued purscanito A RS, § 32-701 erveq and ARS. §31-1061 efseq. The

sertlement of the matters alleged in the

Board and Respondent have agre

| December 4, 2300 Notice as relected in this Decision and Order By Consent ("Consent Urde

| Separste consent orders have been entered with the other named respondents under Docket Nos, DU A-

GRIZN-ACY: G0A-98230C-ACY and (0A-DE23010-ACY,

)

3. Respondent disputes that the Factuel Findings set forth below are complete and
oly N
aceurzie, denies any wrongdoing with regard i the matters sel forth herein, and denies ti
s
&l
violztions of professional standards ave nccurred. The Consem Order represenis g compromise of

disputed matiers and is the resull of oood faith seulement negotiations regarding issues that are

73 -
disputed by the parties. The Findings of Fact and Conclusions of Law set forth herein are only for
o] :
purpeses of settlement of this disputed manter, and shall have no apphication or effect outside any
e ’
proceedings initiaed by the Board, including as evidence from wisich any lia
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could ke inferred. The Board has not made a determination on the meriis centained herein, This
Consent Crder is based upon the following Findings of Factand Conclusions of Law and emered in
licu of an adminisirative haaring.

1L FINDINGS OF FACT

& Respondent is 2 Cerithed Public Accountant "CPA"™Y who holds Arizons Certificate

WNo. 4669-R. This Certificale was issued on June 3, 1985, and was in (ull foree and effect at a2l

l.ﬂ

5. BFA was an Arizona religious non-profit S0 1) 3 orpanization that was incorporaie

in 1948 for the purpose of providing financia! support for Southern Baptist cavses, BFA was an

institution of the Arizona Southern Baptist Convention {Convention™) which slecied BFA™s Board

)

of Directors. BFA s senior manspament consisted of William Crotts, President; Thomas Grabinski,

Vice President und Lepal Counsel: and Donald Deardofl, CPA, Treesurer and Conroller. in thiz

“BEA Sentor Management” wiil refer 1o these three individuals who primenily

grations of BrA.

Andersen 1ssued ungualified audit opinions on BFA s combined financial ssatements. Also, during

d by BFA or BFA s attomeys w perfonm ather secounting and

ces. The engapements that are the subjeat of this

Consent Order inciude: (1} the zudits of BFA"s 1892-1997 combined financial statement

ip

special risk assessment review in 1997 and 1998 {"Tex Risk Assessment™,

"When years zre used {n this Consent Order, the refersnce iv 1o the calendar vear endh g December 31 and
the audit performed on that year by Respondent,

“Andersen wes E!‘z_ aged 10 conducs the 1998 audic, butdid sy '.ﬁut: an upinion on BY -‘\ s combined finenciz
stalements. Angde ut faterwithdrow, ungualif m.v.l,' RS OT 1RE separale 1OVE 6 iaistntements of coraln

he EF.&« o b ned group,. Respondent was the panner in charge of these 1% engpEgements

T ey .
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i 7. rthe 1992-1997 audi: engagements. Respondent was the Andersen partner with the

2§ uvhimate responsibility for the conduet of the sudits, inchuding reviewing all work performed,
3¢ resolving sll accounting issues, evaluating the resulis of the zudits and Rirming an opinion in issuing
4 ¢ final reporis. As the zudit pantner, Réspondent wis required to know, onderstand and consider ans
24 other information about BFA zethersd i connection with Andersen’s Tax Risk Assessment and to

6 1 determine 1 such information should be indduded in or had & material affect on BFAs financial

statements.

& 8 BIFAs struciurs incheded a compies maze of for-profi subsidiary corporations and

L';if

G comrolled non-profit affilisies drough which 1t engaged in invesunent acuivites and the sale of

i
i

iy securities. BF A operated avusi depariment and was acthorized W serve a8 anon-hank passivetrustes
1Y for isdividusl retirement accounis IRASML BFA slso maneged affilizes and their subsiciaries

<

12 4 including Arvizona Southern Baptist New Chureh Vemores, Ine ("New Chorch Ventures™), and

“,

New Church Venmures

131 ALO,Ine {"ALO™L BFA emplovees sold investment products on behalf of
123 which included [RAs,

13 g HFA imvested divectiy @

¥ ’ o

oried the availability of s

19 offering circulars and supplememns thereto which included BFA™s "unaudited” fi

- which were similartothe 1997 financial statements, upon which Andersen opined. Andersen’sname

Iz these offering circulars, bul investors may have had access 10 Andersen’s sudit

P4 cimimed to be oxemgd from Arizons statutes requiring registration of securities.

23 0. BFA and its attornevs claimed that BFA was exempt from Arizona banking

4 | regulations, As Andersen acknowiedged in the audit work papers, BF A operaied in a manner similar

20w & firmanciz] instituton in some

Respondent planned the eudit 10 consuder these

204 similanties.

¥




] 1. Becauseof its bank-lke operations and products, BF A faced several nisk faciors that

1

2l affect bant

¢ and suvings insitutions such as Houidity and assei quality. Because of the lack of

te2

regulatory oversighn of BFA's operations and sales of sscurisies, BFA’s offerings were not sublect

4 1 1o the sume serotiny 25 2 Brencial institstion’s produsts.

Op Auzust 12, 1999, the Arizona Corporatdon Commission issued an Order 1o Ceese

L
1

6 & Desizt and Other Affirmative Action and Consent to Same prohibiing BFA and New Church

@

in violation of the Arizona SBepurities Act, ARS
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§ 3 §44-1801 erseg. Shortly thersafier, on November 11, 199%, BF A fiied protection under Chepter 11

94 ofthe Uniied States Bankrupicy Code,

10 1%, BFA’s Senior Management was responsible for the preparation of BFA's financial
TTH statements in confprmity with Generally Accepted Accousting Principles {"GAAP™)L GAAD are the

conventions, rules and procedures necessary to define zecented accounting practices at a cerlain thme,

I

i3 14, Respondent, on behalf of Andersen, was reguired 1o condust the sudits in accordance
P28 with Cenerally Accepled Auditing Standards ("GAAS"™) and 1o report compliance with GAAS,

1530 GAAS required Respondent to state whether BFA™s finoncial stalements were presented in

B

.

conformity with GAAP and 1o {demtify those circemstaness i which GAAP had not been observed |

ot
Lot

174 10 BFATS preparaiion of its financia! statements.

i 1L CONCLUSIONS OF LAW

14 | 15, The Board has personal and subject mater jurisdiction sver Respondent pursuam w
| . . - . .
20 | ARG § 32701 oroseg, and A AC R4-1-100 e seg. The Board has the authority w discipline

i

42,

21§ Respondent purstant 0 AR.S. §§ 32-T31(ANE): (A2007 and (AN, and 32
8. Puwsuantie A RS § 32-741, afier notice and opportunity for hearing. the Board may
23§ reveke or suspend Respondent’s certificate tp practics public accountaney and take other diseiplinary

24| action concerning Respondent for engaging in dishonesty, fraud or gross or continuing nezhzence

23| in the practice of accounting { 5.8 32-7410AA end Tor vielating any provisions of Title 32,

b
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Chapter 6. Arizons Revised Stattes (A RS, § 32-731{AX6)). This Consent Order is in Beu of an
adminiztraive hearing set for August 19, 2002,

7. While Respondent denjes that any viclatons of professional standards have occurred

——t

in connestion with the encapemenis inissue, and dispuies that the Findings of Fact are acouraie end

would mireduce evidence it contends would

comiplete, H this mutter proceeded 1o hearing, the St
show that Respondent’s conduet, inconnection with the audits and services described inthe Findines
of Facts, constitutes a failure o comply with appliceble professional standards as set forthin AAC
RA-1-433.07 and the A AL R4-1-433.03, and violaies A RS, § 32740

18, With respect 1o BFA's disclosure of refated parties, BFA's conduct a5 2 nonbank

passive trusice of IR AS and noncompli dth Troasury regulations, the State contends that BFA s

1602.18094 Srancial steements were not prepared in conformity with GAAP and Respondent's

ponduct was net in accordance with GAAS.

1995-19497

19. Witly respect o the following issoes, the

{inancial statemenis were notprepared in conforminy with GAAP and Respondent’s conduct was not

13 accordance with G4

a3 I"Jm]as regarding related parties and in partioular, ALO and New Church
Seniu "5

=) Lecogriiion of losses on BFA's noies receivable due from ALQ and New
Church Ventures;

<) Oversizied gains on vear-end ransactions with refated purtivs;

di Creerstzted assats of thie Trusts;

&} stsle%:h of continge r%f-} : g BFA's iax exempt staius and fack

complianee with stat
) Disclosure of contingency issues regarding BFA's noncompliznce with

Treasury regulations pertaining io non-bank passive rusices.
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20, With respeet o BFAs 1997 financizl siatements, the Siale contends thal,

Respondents SAS No. 82 analvsis and subsequent discovery of facts that exisied on the date of

Andersen’s veport; was not i accordance with GAAS,

IV, ORDER

Basad upon the aforementioned Findings of Fact and Conclusions of Law, T IS HEREBY

CRDERED THAT:

21, Respondent's Certificate No. 4609-R, {srelinguished pursuant o A RS, § 32-741.01,

Respondent shall authorize Andersen 1o deliver his ceruficate to practice a< a public accountan: w

the iﬁaard within 10 davs of the effective daie of this Crder.

22 Contemporancous with Respondent’s execution of the Consent o Order, Respondent

shall sign & owrinten Declarmion of Relinguishment as set forth in AL

mitached and incorporatled herein by reference as Exliabin "A”

23 i

“he effective dote of this Order is the dale it is sipned by

RS § 32-741.01(C) which i3

upon Respondent’s evowal in the Congent Lo this Order, that Respondent has no clients, the Board's
netice requirement to cwrrens clients shall be deemed satsfied.

24, Within 10 davs of the effective dale of this Order Respondent shall destroy all
stationary, cards, signage and any other business paraphernalia indiczting he {3 &8 CPA

g

25 This Decision and Order (By Consent} is & full and fi
matiers alieged in the Decamber 4, 2000 Notice.

P T 4

cepl for the procesdings entitied in the Mater

Cerzificate No. 4669-R izsued e JAY STEVEN QZER, Respondent. i

nal sentiement of the disputed

{ Certified Public Accounting

1 Docket o, 2002.036-ACY.

A

ac other proceedings will be tnitised by or before the Anzona Suse Boord of Accountancy ezains

Respondeniss = result of his profe al activities as a Certified Public

J,.rj
L7

of this Order,

» Accountant through the daze
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27, Except for the Decision and Order {By Consent) enterad in the proceedings ent

24 Inthe Matier of Certified Public Accounting Centificate No, 4669-R issued i JAY STEVEN QOZER

Lak

Respondent. in Docket WNo. 2002.036-ACY, no other rellel wiil be ordered by the Arizona

41 State Board of Accounteney agzinst Respondent as aresuli of his professional activities as o Certified
3§ Public Aceounant throuph the date of this Order

;r
8 ATED 1 1~1~3/~” av of July 2002,

7 ARIZONA STATE BOARD OF ACCOUNTANCY

8 ==

Fim@zac‘s 1. ?’C’JHZ-.'{ES, CPA, President
110
L%

CONCURRING:

P OWilliam T Baker, lf
Richard M, Gardner, CPaA
124 Loreus Pein, CPA

Lehman William Williams

4 CONSENT TO BOARD DECISION AND ORDER

L0

5 Jay

k]
-

Steven Qzer, being duly sworn, state under oath the following:

have tead and understand overvihing comzined i the foregomng

o
"

- Findings of Faey

l'f"

]

Conclusions of Law and Order. 7 this Censent Order i3 aparoved by the Beard, withoot admining
81 the allegations conalned therein, T agree to lis immediate issuance and 1o be bound oy iis terms.
9 Pam aware of my right te an adnunisirative hearing in this marey 2nd hereby waive the same.
200 Dwaree all my rights 1o challenge the forepeing Consens Order on appeal, or otherwise, 10 the Board

.

21 orany other courtorinbunsl, However, nothing in this Consent Order shall preclude me from giving

‘!

figeany

nany, if called vpon 1o do se. in any proceeding.
I understand that & viclation of the Consent Order will constitnte grounds for further action.

24| Vundersiand that the Consemt Order may be considered in any futwe disciphinary action against me.

- 1 undersiand that the Consent Order mizv be considered by the Board in the event § appiy for a new

-~ P -

G f certihcale to praciice in Arizona as 2 CPA.

~1




| preparation serviees for which §require my CPA Heense. | have nei engaged I

1

1 consent 1o (his Consent Order for the sole purpose of entening imo & fwdl and comploe

LH
2]

etilement of the disputed maters slicged in the December 4, 2002 Notice, I : addition, § deny any

wrongdeing with regard 1o the maiters set {orth herein and deny that any viclations of professional

4,

standards have ceourred, and believe that BFA muanzgement deceived the Andersen auditors.

1 understand that this Consent Order and the related Investigation is & mauter of public record.

I retired from Andersen in August 2000, Since my retirement, T have not engagead in auditing or
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o

¢ consuiting services for over one vear [rom today’s date. ] have no chients w notly of the

relinguishment of my certificate.
By my stonawre, 1 verily that | have read and understand evervithing contained in the
foregoing Consent Order.

Lo T - o i
Dared this "7 ‘day of Avgost 2002

SWORN AND SUBSCRIBED BEFORE ME. 1
wlsie !zeew Ly e,
- "’DFEECI.KL%%EAL" § ﬁ‘l i !
. Yuonne Mullis o o, \I e
Kasary Public- Arizonia LA et A\“ A
Waricapz Cowrty @ ATY ;’Li'm;: 1y and forihe 8 al Arirons
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&ony 5 Seprembee
£ a“u‘j Mail this 1[Q day of st

- Richard E. Droovan, Esq.

ﬁ,;il\a D B‘u« tfa LS’:
Mare A 3-, er, Esc.
Tung Yin, Es
LY. iur _-__f,_r Tl‘uL: & Ohiso
333 B, Grand Avenue,
Loz Angeles, A 80071
Attorneys for Jay Steven Ozer
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Copy of the foregoing mailed
this Jd-day of August 2002 to”

Felecia A Rorellini, Chief Counset
Ingl P 'Nerdquiﬂ Aszsistant Artorney General
Accountancy Enforcement Unit, LES/Civil Disision
Arizona Atterney General Office

275 W, Washington
Phoesnix, Arizons 83007
Attorneys for Arizona State Board of Accountancy

e

b

QRIC“E'\ AL filed this /&d day of September 2002 with

Arizona Siste Board of Accountanoy
100 N, 15 Avenue. Suite 165
Phoenin, AZ 85007

Copy of the foregoing mailed

e

this /(o day of Seplember 2002 1o

CLfFVarnell, Director

Office of Adrminisirative Hearings
1400 W, Washington, Suite 101
Phosnix, AZ §5007
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REFORE THE ARIZONA STATE BOARD OF ACCOUNTANCY

lit The Matier of Cemified Public ) WNoo o ODA-GRIZOB.-ACY
Accountand Certificate No. 400%-H, ) 2002.056-A0Y
[ssued To ]

)

1AaY STEVEN OZER, )
] RELINQUISHMENT OF CERTIFICATL

Respondant 1

Pursuant wo paregraph 22 of the Decision and Order by Consent in 00A-Y82308B-ACY and

lpsragraph 19 of the Decision and Order By Consent in No. 2002.056-ACY, 1, Jay Steven Ozer,

acknowledze that discipiinary procesdings have been initiated against me pursuant w Title 32,
Chapter 6, Article 3, Arizona Revised Statutes. and | refinguish my right (o praciice accounting as

i certified public zecountant in the State of Anzonz. [ understand thar if ] choose 1o apply foranew
H

lcertilicate, | must meel all reguizements for infzl certification pursuant to Section 32-721, Anzons
Revised Starates. I further undersiand that, in deciding whether W ssue 2 new certificas to me. the

board wili consider all disciplinary actions currently pending against me including Board File Wa,

ermines (o be appropriate

T August 2§

02,

; %
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