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I. Call to Order. 

President Ronald Blanc called the meeting to order at 4:00p.m. on 
Thursday, January 19, 2006, at the Westin San Francisco Airport in Millbrae 
and the meeting adjourned at 4:25p.m. The Board was again called to 
order at 9:00a.m. on Friday, January 20, 2006, and adjourned at 11:42 p.m. 

Board Members January 19, 2006 

Ronald Blanc, President 4:00 p.m. to 4:25 p.m. 

David Swartz, Vice President Absent 

Ruben Davila, Secretary-Treasurer 4:00 p.m. to 4:25 p.m. 

Richard Charney 4:00p.m. to 4:25p.m. 

Donald Driftmier 4:00 p.m. to 4:25 p.m. 

Sally Flowers Absent 

Sara Heintz 4:00 p.m. to 4:25 p.m. 

Gail Hillebrand 4:00 p.m. to 4:25 p.m. 

Thomas lino 4:00 p.m. to 4:25 p.m. 

Clifton Johnson Absent 

Bill MacAioney 4:00 p.m. to 4:25 p.m. 

Olga Martinez 4:00 p.m. to 4:25 p.m. 

Renata M. Sos 4:00 p.m. to 4:25 p.m. 

Stuart Waldman Absent 
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Board Members Januarv 20. 2006 

Ronald Blanc, President 9:00a.m. to 11:42 a.m. 
David Swartz, Vice President Absent 
Ruben Davila, Secretary-Treasurer 9:00a.m. to 11:42 a.m. 
Richard Charney 9:00a.m. to 11:42 a.m. 
Donald Driftmier 9:00 a.m. to 11 :42 a.m. 
Sally Flowers Absent 
Sara Heintz 9:00 a.m. to 11 :42 a.m. 
Gail Hillebrand 9:00 a.m. to 11 :42 a.m. 
Thomas lino 9:00 a.m. to 11 :42 a.m. 
Clifton Johnson Absent 
Bill MacAioney Absent 
Olga Martinez 9:00a.m. to 11:42 a.m. 
Renata M. Sos 9:00 a.m. to 11 :42 a.m. 
Stuart Waldman 9:00a.m. to 11:42 a.m .. 

Staff and Legal Counsel 

Mary Crocker, Assistant Executive Officer 
Alice Delvey-Williams, Renewal Continuing Competency Coordinator 
Patti Franz, Licensing Manager 
Dominic Franzella, Renewal Continuing Cor:npetency Analyst 
Michael Granen, Deputy Attorney General, Board Liaison 
Greg Newington, Chief, Enforcement Program 
Nicholas Ng, Practice Privilege Analyst 
Daniel Rich, Administration Manager 
George Ritter, Legal Counsel 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Officer 
Aronna Wong, Regulation/Legislation Analyst 

Committee Chairs and Members 

Roger Bulosan, Chair, Qualifications Committee 
Harish Khanna, Chair, Administrative Committee 

Other Participants 

Tom Chenowith 
Mike Duffey, Ernst & Young LLP 
Michelle Elder, Society of California Accountants (SCA) 
Kenneth Hansen, KPMG LLP 
Richard Robinson, Big 4 Accounting Firms 
Hal Schultz, California Society of Certified Public Accountants (CaiCPA) 
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Jeannie Tindel, California Society of Certified Public Accountants (CaiCPA) 
Rob Troncoso, Center for Public Interest Law (CPIL) 

II. Board Minutes. 

A. Draft Board Minutes of the November 17-18,2005, Board Meeting. 

The draft Board minutes of the November 17-18, 2005, Board meeting 
were adopted on the Consent Agenda. (See Agenda Item XIII.B.) 

Ill. Report of the President 

A. Board Committee Appointments. 

Mr. Blanc announced the new committee structure. (See Attachment 
1.) He thanked the members of the Board for their services. 

B. Proposed Resolution for Retired Board Member Charles Drott. 

It was moved by Ms. Sos, seconded by Dr. Charney, and 
unanimously carried to adopt the proposed resolution. 

IV. Report of the Vice-President 

No report. 

V. Report of the Secretary-Treasurer. 

A. FY 2005/06 First Quarter Financial Report. 

Mr. Davila reported that since he was elected, Ms. Sigmann arranged a 
meeting with staff to assist him in understanding the Board's financial 
information. He indicated that the staff answered his questions and he 
appreciated their time. 

Mr. Davila indicated that the financial statement in the agenda packet 
(see Attachment 2) was for the first quarter financial reports which do 
not generally reflect a reliable pattern of revenues or expenditures for 
projection purposes, due to accounting-related delays affecting the 
posting of receipts and expenditures to official budget reports. 
Mr. Davila indicated that the Board staff have an incredible 
understanding of the issues and gave credit to Mr. Rich. 
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VI. Report of the Executive Officer. 

Ms. Franz reported that the Practice Privilege Program went into effect 
January 1, 2006, and as of January 18, 2006, the Board had received 1,168 
notices._ She indicated that not all of these notices had been approved, 884 
individuals had an actual practice privilege by January 18, 2006. 1\Jls. Franz 
noted that the Board was receiving an average of 50 new notices each day. 
The original staffing levels were based on receiving approximately 1 ,000 
notices per year. 

Mr. Robinson indicated that he believed that some of the notices received 
may be part of the confusion that is currently in the industry and are being 
submitted out of an abundance of caution. He noted that he had assured 
1\Jls. Sigmann that he would work with her to achieve the additional staff that 
Ms. Franz believes will be necessary to address the current workload if it 
continues at the same volume. Mr. Blanc indicated that the staff have been 
fantastic in dealing with the workload of the current program. 

Ms. Sigmann reported that work has been ongoing for the educational 
symposium and it was intended that it occur in late October or early 
November. She indicated that she had been working with Mr. Duffey and 
that 1\Jls. Siepert had been taking a significant lead in the planning process. 
Ms. Sigmann indicated that the next steps would be to identify a working 
group and begin to identify speakers. Mr. Blanc indicated that he had 
asked Mr. Swartz to work with him as the two Board liaisons to assist in 
planning the symposium. 

A. 	 Update on Board Staffing. 

Ms. Sigmann indicated that since her report at the last meeting, the 
Board had filled four positions, two being internal promotions and there 
are still seven vacancies. There continues to be three vacant 
Investigative CPA positions and the Board was working with the 
Department to develop a new promotional examination for that 
classification. Ms. Sigmann noted that no salary increases would be 
considered for approval by the Department of Personnel Administration 
until it completes its salary survey for state auditors. 

B. 	 Consideration of Acceptance of IQAB's Mutual Recognition Agreement 
with the lnstituto Mexicano de Contadores Publicos as Fulfilling 
California's Examination Requirement upon Successful Passage of 
IQEX. 

Ms. Franz reported that in November 2005, this Board took action to lift 
its one-year moratorium on consideration of any new Mutual Recognition 
Agreements (rviRAs). That was following a report and recommendation 
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B. CPA Qualifications Committee (QC). 

1. Report on the January 11, 2006, QC Meeting. 

Mr. Bulosan reported that the QC met January 11, 2006, in 
Burlingame and that Ms. Sigmann was in attendance. He added 
that participation by Board members is very important and adds 
great value to the collaboration of the committee members. 
Mr. Bulosan welcomed any Board member who was interested in 
attending. 

Mr. Bulosan noted that the QC received a verbal report on the 
updating of the certificate of attest experience from the Task Force 
composed of Ms. Corrigan and Mr. Riley. Mr. Bulosan indicated that 
the QC had three new members, Mr. Michael Hurley, Mr. Richard 
Kikuchi, and Mr. Gary O'Krent. He added that this was his first 
meeting as Chair, and he thanked Ms. Franz and her staff for doing 
an excellent job facilitating the meeting. 

Mr. Blanc thanked Mr. Bulosan and his committee for the 
contribution that they are making. He noted that the Board liaison 
was Dr. Charney in the north and Mr. Driftmier in the south. 
Mr. Blanc requested that Mr. Bulosan convey thanks to the 
committee on behalf of the Board. 

C. Committee on Professional Conduct (CPC). 

1. Minutes of the November 17, 2005, CPC Meeting. 

The minutes of the November 17, 2005, CPC meeting were adopted 
on the Consent Agenda. (See Agenda Item XIII.B.) 

2. Report on the January 19, 2006, CPC Meeting. 

Ms. Hillebrand reported that the CPC met the previous day and 
discussed the items on its agenda. There was also a discussion on 
an issue related to domestic accountants that was not on the 
agenda. She.indicated that the CPC had a preliminary discussion in 
order to understand the issues and, because of the urgency and 
importance of those issues to the industry, it was agreed to schedule 
a separate one-day CPC meeting in order to discuss those issues. 
The special CPC meeting was tentatively scheduled for February 22, 
2006. 

Ms. Hillebrand reported that staff have been working extraordinarily 
hard to implement the Practice Privilege program and to answer 
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questions from the profession. She noted that the Board previously 
approved some frequently asked questions (FAQs), which is not 
customary as FAQs are usually prepared by staff and approved by 
legal counsel. Ms. Hillebrand noted that after the initial FAQs were 
approved by the Board, staff prepared additional FAQs for 
consistency of information to be provided to the public. 

Ms. Hillebrand noted that the assertion was made that some of those 
questions were not consistent with the requirements of the statute. 
She indicated that the CPC was asked to discuss the FAQs and 
since the issue was not noticed on the agenda, the CPC was not 
able to have the depth of discussion required. The purpose of the 
upcoming special CPC meeting is to ask those who have 
disagreements with the FAQs to provide to Board staff the particular 
statutory sites or subsections that they believe require a different 
result. That process may illuminate the degree to which the 
disagreement is with the staff's interpretation of the statute versus 
the result that the statutes compel. 

Ms. Hillebrand reported that the issues seem to relate primarily to 
firm registration and the fact that an individual can hold a practice 
privilege, but an out-of-state firm still has to be registered to practice 
in California. There is also the issue of what constitutes the practice 
of public accountancy in California. Ms. Hillebrand indicated that 
these are serious and thorny issues. 

Mr. Robinson indicated that the profession requests that the FAQs 
that have been added since the Board adopted the original ones be 
removed from the Web site. He noted that they are creating a great 
deal of concern nationally. Mr. Robinson committed to having a 
detailed analysis of both the FAQs and other issues that have arisen 
ready by the meeting. 

Ms. Sigmann asked whether Mr. Robinson and Mr. Duffey would be 
able to provide their documents to the Board by January 30, 2006, in 
order to provide sufficient time for staff to analyze them prior to the 
February meeting. Mr. Robinson and Mr. Duffey committed to that 
timeframe and indicated that their document will address all of the 
facts as well as any other implementation problems that have arisen. 
The Board concluded that the removal of the FAQs was a matter 
within the discretion of the Executive Officer. Ms. Sigmann indicated 
that she was not prepared to make a determination until she 
completed a more thorough review of the current questions. She 
added that it was an important responsibility and that she would be 
addressing it as soon as possible. Ms. Tindel indicated that CaiCPA 
will do everything it can to also make the January 30, 2006, deadline. 
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Mr. lino brought up the issue of removing the notice regarding foreign 
accountants on the Web site. Ms. Hillebrand indicated that there 
was consensus that the Web site notice would be withdrawn. 

Ms. Hillebrand noted that the Board's legal counsel looked at each of 
FAQs before they were posted and it was legal counsel's best 
judgment that they were correct. She noted that staff will need to 
understand what it is that compels a different result. The deadline 
will give staff time to review them again and present that information 
to the committee. Ms. Hillebrand cautioned everyone that this will be 
a difficult meeting with many issues that have already been 
extensively discussed. She indicated that the Board has already 
been back to the Legislature several times to tinker with Practice 
Privilege even though it is a brand new statute and the Board should 
exercise some caution as it looks at that. Ms. Hillebrand promised a 
full vetting of the issues but she believed it was premature to indicate 
that it would result in a statute change. 

Ms. Hillebrand expressed appreciation to staff for the extraordinary 
job they have been doing under difficult circumstances. Mr. Blanc 
thanked Ms. Sos for her assistance in drafting the new statutory 
language related to foreign accountants and her leadership in 
conjunction with Ms. Hillebrand. 

Ms. Sigmann indicated that the Practice Privilege issues are a staff 
priority and she will redirect resources to it. She indicated that it was 
her belief that the agendas for the February and March CPC 
meetings will be focused on Practice Privilege, and she did not 
b~lieve it was feasible to have the audit documentation issues 
addressed until the May CPC and Board meetings. 

Mr. Blanc thanked staff for the enormous effort that has been made 
to implement the new program and address the many questions that 
have arisen. 

3. 	 Consideration of Incidental/Temporary Practice in California by 
Accountants Practicing in Other Countries. 

Ms. Hillebrand reported that Board staff were approached in late 
December by the profession regarding an issue related to foreign 
accountants. Practice Privilege provides for people who have 
substantially equivalent qualifications or are licensed in a 
substantially equivalent state to come into California to practice. 
However, there is no provision under Practice Privilege that 
addresses foreign accountants. Ms. Hillebrand indicated that the 
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profession reported that there are foreign accountants who need to 
come into California for the purpose of doing work as part of 
engagement that they have in foreign countries. With the repeal of 
temporary and incidental practice, a question was raised regarding 
about whether foreign accountants could lawfully do that work. She 
noted that yesterday the CPC had a presentation from the profession 
regarding the type of work that foreign accountants do in California. 

Ms. Hillebrand noted that there was a level of concern and 
uncertainty regarding whether these activities are permitted under 
current law. Ms. Hillebrand reported that the CPC considered a 
number of proposals to address the foreign accountant issue. These 
proposals address specifically the issue of foreign accountants who 
are coming into California to do work incident to a foreign 
engagement. 

Ms. Hillebrand indicated that some of the factual discussion held 
yesterday was helpful in describing activities of foreign accountants, 
and members of the CPC felt comfortable that this is not an area of 
practice that this Board needs to supervise. She noted that the type 
of work would not be done under United States accounting or 
auditing standards, and foreign accountants would not be soliciting 
business in California. They would be working for foreign clients 
under foreign standards, and no audit reports would be issued in the 
United States. 

Ms. Hillebrand reminded the Board that the problem represented to 
the Legislature was that under the temporary and incidental practice 
provisions, the Board had no way of determining who was practicing 
in California, what they were doing, and the Board had no jurisdiction 
over them. Practice Privilege was designed to eliminate those 
problems in addition to its other goals. Ms. Hillebrand indicated that 
the CPC recommends that the Board approve the language 
distributed this morning (see Attachment 4). It is carefully 
structured to permit a person who has a foreign authorization to 
practice to come into California incident to an engagement in that 
country, working under the accounting and auditing standards of that 
country, and not holding himself or herself out as being licensed by 
the state of California. 

Mr. Blanc indicated that the statutory language the Board is 
considering today is an urgent matter. The profession has indicated 
that this is a very serious problem and foreign accountants need to 
know their status and that this statute provides clarification. 
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Mr. Robinson thanked Ms. Hillebrand and the members of the 
committee for drafting a solution that solves the problem and 
expressed gratitude on the part of the profession. Mr. Robinson 
indicated that he was in total support and believes that the bill would 
solve the problem. He noted that he was available to assist in any of 
the pitfalls that may occur in the legislative process. 

Mr. Blanc indicated that the Board has made this its priority and will 
do everything it can to move the proposed statute as quickly as 
possible. He also noted that the Board was privileged to have 
Mr. Tseng, former Board member, appear at the CPC meeting 
yesterday and that the information he provided was very helpful. 

Ms. Tindel indicated that she was not free to communicate a position 
on this issue but generally supported solving the problem. 

It was moved by Dr. Charney, seconded by Ms. Martinez, and 
unanimously carried to approve the proposed statutory changes 
to Business and Professions Code Section 5050 as provided in 
the agenda item distributed that morning. 

4. 	 Proposed Statutory Language Revising Business & Professions 
Code Section 5134 Related to Fees. 

Ms. Hillebrand reported that this issue was discussed at the last 
Board meeting and staff were directed to prepare proposed statutory 
language that would do the following: 1) eliminate the statutory 
requirement that revenue generated by exam and initial licensure 
fees be sufficient to support the Board's cost of providing these 
services; 2) eliminate the language tying the practice privilege fee to 
the amount of the renewal fee; and 3) add legislative intent language 
that explains that, to ease entry into the profession, costs exceeding 
the revenue from exam and license issuance fees would be covered 
by revenue from renewal fees. 

It was moved by Mr. Driftmier, seconded by Ms. Heintz, and 
unanimously carried to approve the proposed statutory 
language. (See Attachment 5.) 

5. 	 Proposed Amendments to Section 70 Related to Reducing Renewal 
Fees. 

Ms. Hillebrand reported that the change in the renewal fee was 
necessary to reduce the reserve level to comply with the amount 
permitted by statute. She indicated that this was discussed at the 
Board's previous meeting, and staff were asked to provide a 
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· State ofCalifornia California Board of Accountancy 
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

CPC Agenda Item II Board Agenda Item IX.C.3 
January 19, 2006 January 19-20, 2006 

To 	 CPC Members 
Board Members 

Date: January 13, 2006 
Telephone : (916) 561-1788 
Facsimile : (916) 263-367 4 
E-mail: awong@cba.ca.gov 

From 	 Aronna Wong _ ~....._j~ 

Legislation/ReguiJtions Coordinator 


Subject: 	 Consideration of Incidental/Temporary Practice in California by Accountants 

Practicing in Other Countries 


Attached for your consideration of this agenda item is an issue paper on Practice by 
Foreign Accounting Practitioners in California. This issue paper provides 
background information and options for consideration. 

The following documents are provided as attachments to the issue paper: 

• Relevant Sections of the Business and Professions Code 
• December 21, 2005, letter from Carol Sigmann to Michael Duffey 
• January 1 0, 2006, letter from .Richard Robinson to Ronald Blanc, Esq. 
"' January 10, 2006, letter from Joseph Tseng, CPA, to Ronald Blanc, Esq. 

Attachment 
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PRACTICE BY FOREIGN ACCOUNTING PRACTITIONERS IN CALIFORNIA 

ISSUE 

In December 2005, an issue related to foreign accountants came to the forefront. It was 
noted that law changes effective on January I, 2006, included the repeal of the 
provision in Business and Professions Code Section 5050 which previously had 
permitted an accountant from another country to temporarily practice in California on 
professional business incident to his or her regular practice in that country. (Attachment 
1 provides prior Section 5050, current Section 5050, and other relevant sections of the 
Business and Professions Code.) 

This repealed provision was part of the package of legislation which established the 
Practice Privilege Program. The temporary and incidental practice provision had 
previously applied to both accountants from other states and accountants from foreign 
countries. The Practice Privilege provisions which became effective on January 1, 
2006, provided a mechanism for out-of-state accountants to legally practice in. 
California. However, no comparable mechanism was enacted for accountants from 
foreign countries. 

In December 2005, representatives of the profession raised concern regarding this 
issue and its potential impact. This was followed by correspondence between the 
Board's Executive Officer and representatives and members of the profession with the 
objective of defining the nature and scope of the problem. (See Attachments 2, 3, and 
4.) 

This issue paper provides relevant background information and options for 
consideration. 

BACKGROUND 

The temporary practice provision in Section 5050, prior to its repeal, allowed 
accountants of other states and countries to temporarily practice in this state on 
professional business incident to their regular practices in the other states or countries. 

While "temporary and incidental" were never defined in statute or in regulation, the 
Board's Enforcement Division's historical interpretation is illustrated by the following 
examples. 

• 	 An out-of-state CPA with a tax practice in Utah could prepare tax returns from his 
Salt Lake City office for California clients and fall within the "temporary and 
incidental" exception. However, if the same Utah CPA opened a California branch 
office to prepare tax returns- that would exceed the "temporary and incidental 
practice" exception. 
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the presence of these practitioners is necessary is because of their expertise in 
performing audits using foreign auditing standards. 

Mr. Robinson communicates in his letter that it was not the intent of the Legislature or 
the Board to prevent these practitioners from entering California to serve their clients. 
The challenge before the CPC and the Board is to identify a mechanism that will enable 
these practitioners to lawfully perform their work for their foreign clients while at the 
same time treating U.S. practitioners equitably and not placing California consumers at 
risk. 

It would not make sense to simply reinstate the old "temporary and incidental" practice 
provision, given the weaknesses that were identified by the Board and communicated to 
the Legislature in 2004. Such a law change could also be construed as inequitable and 
unfair to U.S. CPAs who must now give notification for Practice Privilege and comply 
with the reporting Jequirements in the Practice Privilege laws. The options provided 
below were developed with these parameters in mind. 

OPTIONS FOR LAW CHANGES 

OPTION '1: Pursue a law change to add the following section to the Business and 
Professions Code. 

Section 5050.1 . 
(a) Notwithstanding Sections 5050 and 5058, a natural person whose principal 
place of business is not in the United States; who holds an authorization to 
practice public accountancy from a foreign country; who does not also have a 
valid and current license, certificate or permit to practice public accountancy from 
this or any other state; may subject to the restrictions in subdivision (b) of this 
section .and in accordance with the conditions in this Chapter, temporarily 
practice public accountancy in this state incident to his or her practice for a client 
of a foreign country. 

(b) A person practicing public accountancy in this state under the provisions of 
subdivision (a) of this section shall comply with the following: 
(1) The person shall not hold himself or herself out as a certified public 
accountant or public accountant of this or any other state. 
(2) The person shall not use his or her foreign accounting title or designation 
without including a disclosure of the country of origin. 
(3) The person shall not prepare any report or work product unless this report or 
work product is prepared for a client of a foreign country specifically to comply 
with standards applicable to such reports or work products in the client's country 
of origin. 

This section provides for temporary practice by a foreign accountant for a foreign client 
with some restrictions. While it prevents the use of the CPA designation, it does permit 
the person to use the foreign accounting designation as long as the country of origin is 
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discl0sed.' :1t 'als~crfocuses on :per'rnittirig,the"·pers'eJl'i··to· perfor.rr.rwor.kJr:r.a6¢otdanc.e·with 
foreign professional standards, the area>where:Mr; ~R0binson''ir.rdicated'th:e·;pers0n1s 
sp'eciial expertise is needeq. 

~ 	 ~~;:' ~ 

Pros.'~; 	 ..,.. · · •·'"·· .. \;·~··;·'~" ·" ::" .:., 'ifY·~· 
~ /~~~}(',~;:.;;~;.;,_ ~·.~· .. t~f(,:~,: .:<'.~_ ~~··.·· 	 . 

• ~ "-	 r- "• ('j" "(l£~Pt£ 

• ....lt-is"iht~nded% ..~t,lcohsumer.s·' t:>y.ror:ily :al!ftt:lo;ti~frn~-·~W.(!):r\K;.~ar the ,foreigr:;l.;rcliernt.;irm:• ·· 
~~J€rcc0rdance·'witii:¢.ferel@m::sta:hlda1ras:)('·,~, ··-'·.t~{·~1~1~,;r~;·~~ )t,· . u. · · ., .. .., ,,.,_, • ''~<~,·~= 

• 	 It prevents consumer confusion by not allowing the foreign practitioner to hold out as 
···a>U.s. CPA and by requiring-that a~Y'n3ference·fo'the~forei-gh:accoumting· ·· ·· ·•.i"'' 

" ··designation fdentify .the.C0l:.lntr.y•dfr0f.lgin, ' · . ·' •. · ri.· · . ·· . I 

•• ·}···· .• ·" ·..:·.;,,.:, i''''.'P<'.,i'; . :;..'' '1·. •' ;:\ ·> .• ; : ' • r· ,;; . ..•. , .·~ · 

• 	 Because ·h isiriarrowl}doc~;.~s·ea·::ori :woif.k·p~rtdrrried 'iii: aceorerari'C'e .\jiiitf:(foreifun ·~~ ."c · · 

standards; ·'it ·avoids the·6ritiCi~m that .the 'Board is allowir!l,g1~ffi·e i'f0·rer(griq:iractifioneWt0 
work without oversight while req~ining ,a,:;l=J;S:1;~;r8fetlti0heh:fd,s'tibmita Pr.ciclidet;Vot•lc')<' 
Privilege Notification, pay the fee, and comply With the other Practice Privilege
requirements. 	 · · · ;.: : t ··••..,:~ .; •· \.·::.>~.:---' -. 

• 	 While it is narrower in scope than the previous "temporary and i~cident~l prfic:tice" 
Rrovjsion, it does not address the major weaknesses of the previous provlsiQ'rf in that 
the·. terms "temporarif' :a.nd··!iindidenta]"·ciim still 'h·e :rnte~pretecf\iery lsliJojectiv~lf and 
tf)a, Bo'a}d 'is sfill·:nofiri~f~rrn:ed'h~gardi rig the!'itleritily. of ".ffiie··fore'ign::ptactifitMei;Sf; 
E?.~9~tE~~-~;cal:ifO:rn1a:=:·· :'~~;:~;~,'f~~;~i·\;;,, ··..: · · ··>. , ·, • · : •. ·..; ·:., :::: ,j~~,;:;c.;,~:r~:t 

Pursue a law ch.ange to add the following section to the Bw:;inE3:Ss?8J~q,cl\F!:t0f'es'l;ior'i\s 
Code" 

Section :S05Q.i' '.,, ,l, '· · · ·~. ···· ·.~· ···~ ·:: 

(a) ·Nwtwith~tan~d irrgJ ·~ectien$ 180150 ·anGl '5058ta·\f.Jat~raJ 'per:soh tWh!ose. 1i> ri'ncipal 
. place of p,u$ipep~~i§';m~~t:'ifii:ttH,erGMitecl '8tates;rwho~t:\01ds an atithorizatiom:stCD 

";~::· practic·e\ ~ili tma:; ~.dtdGft11t;,t?@QY.:f.fom).'~1qn~i:~hcou~t . .•• .. :~ :.lfloes;:not als:o':f1ave a 
valid and current licet:rse·;,:certlfi6a'fe b'riperlirllt . :{ice,ptfmilc 'accoi.lritaricyfrom 

::·\ ,.~,:this' -or ·aM~~:6'ther ~tate;; :·r:na:;~~"'$bliljeP:t ;tb>'~he··res~fi.oti.bns:;rFs~bqivisio(,Jt(~) cif,t~is 
. ·, ,( .. :sectfoh ''e.'l1d !;~·~ccdrpanGe{with1tfi'e·condftionsf'ln ~fRiis~:QhaptM;.:pf.~cticS'13!!11Diic 

't ···:..;r-ao60Uht8:rrci'y;fn ·th'iS'~tate:'for~a. ·client·dh:i'ferei'gh·c9untro/;·:··,··;:.(,. :·,<•.,:-;;:,.i... ;~.: · ~.,... ··· 

(b)j1, pers~n practicing public accountancy in this state under the provisions of 
· ··· st!IBdivision {'a) 'of tliis serniG>n sha'll··comply·with:'tt:ie"·folloWing:'' ·· ,: ·. , ·-r· · · 
. ,~... ' (1) The person l§hall·ri~0(!hdlo Hi.rhself or'l\erself''but as acertified 'public 

···:accounta:nt or'pu'tiiic abcotmtatih::iNHis or any·ome·r-state.-:.: r~ ·. "'' , 
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(2) The person shall not use his or her foreign accounting title or designation 
without including a disclosure of the country of origin. 
(3) The person shall not prepare any report or work product unless this report or 
work product is prepared for a client of a foreign country specifically to comply 
with standards applicable to such reports or work products in the client's country 
of origin. 

Option 2 is identical to Option 1 except that the terms "temporary" and "incidental" have 
been deleted. 

Pros: 

• 	 See the "Pros" for Option 1. 

, This option eliminates the use of terms that have proved to be confusing and have 
been defined very subjectively by practitioners in the past. 

Cons: 

• 	 While the terms "temporary" and "incidental" have been defined very subjectively by 
practitioners in the past, their use in the statute suggests the permitted practice is of 
a very limited scope. Without these terms, the law may permit more extensive 
practice than was authorized under the repealed provision of Section 5050. 

• 	 As noted under Option 1, under this law change the Board is still not informed 
regarding the identity of the foreign practitioners entering California. 

OPTION 3 (Long Term) 

Explore the possibility of establishing practice privilege for foreign accountants. 
This option could be pursued in conjunction with Option 1 or 2 above. 

While the options presented above focus on the immediate issue, this option looks for 
more of a long-term solution. It would take considerable Board and staff time to 
effectively address and evaluate this issue, and it is possible that any practice privilege 
program for foreign accountants may take a very different form than the current Practice 
Privilege Program. 

Pro: 

• 	 This option has the potential to address the two major weaknesses in the old 
''temporary and incidental practice" provision and also in Option 1 above: 1) there is 
confusion because the terms "temporary" and "incidental" can be interpreted very 
subjectively, and 2) the Board is not informed regarding the identity of the foreign 
practitioners entering California. 
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Con$·: 

• 	 Thi:s. qption, by,jt~~lf, fails t~ adc;:lress the immediate neeos of foreign practitioners to 
lawfully enter California to serve their clisri"ts. . ' . . . . 

• 	 The option .reprE?sents a majpr commitment of Boctrd resources which may not be 
appropriate at this'time. .. : 

CONCLUSION 

These options are before the CPC and the Board for consideration and action. It is also 
possJbl~. that. dyring the con~id13r~~iq~ ~~~ tbis,iss~~_, n.ew optiqJlq vyt!;l be,jS)entified. 
Hepresehfatives of the profe$~ ~11a;ve"6c':' ::\f6i.qated :fhat:tfiJ~~l.¢sGe.J's:;:of ~igMlfi6ant 
concern and they will be pres~n ·S:ttFie"'ffi rf~'f&ti:rrtt1'~P·al~~rt~s·tneTr vi~w~·~'rl'cf . 
answer questions. 
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RELEVANT SECTIONS OF THE BUSINESS AND PROFESSIONS CODE 

5050. Practice Without Permit: Temporary Practice, Out-of-State Licensee 
(Operative until January 1, 2006.) -- REPEALED­

(a) 	 No person shall engage in the practice of public accountancy in this State unless 
such person is the holder of a valid permit to practice public accountancy issued 
by the board; provided, however, that nothing in this chapter shall prohibit a 
certified public accountant or a public accountant of another state, or any 
accountant of a foreign country lawfully practicing therein, from temporarily 
practicing in this State on professional business incident to his regular practice in 
another state or country. 

(b) This section shall become inoperative on January '1, 2006, and as of that date is 
repealed. 

HISTORY: Added Stats 1945 ch 1353 Section 2 as Section 5060; amended Stats '1955 
ch 1803 Section 5; renumbered and amended Stats 1959 ch 310 Section 34; 
amended Stats 2004 ch 921 Section 5. 

5050. Practice Withc;>ut Permit (Operative on and after January 1, 2006.) 

(a) 	No person shall engage in the practice of public accountancy in this State unless 
such person is the holder of a valid permit to practice public accountancy issued 
by the board or a holder of a practice privilege pursuant to Article 5. '1 
(commencing with Section 5096). 

(b) This section shall become operative on January 1, 2006. 

HISTORY: Added Stats 2004 ch 921 Section 6. 

5051. "Public Accountancy II Defined 

Except as provided in Sections 5052 and 5053, a person shall be deemed to be 
engaged in the practice of public accountancy within the meaning and intent of this 
chapter if he or she does any of the following: 

(a) Holds himself or herself out to the public in any manner as one skilled in the 
knowledge, science, and practice of accounting, and as qualified and ready to render 
professional service therein as a public accountant for compensation. 

(b) 	Maintains an office for the transaction of business as a public accountant. 
(c) Offers to prospective clients to perform for compensation, or who does perform 

on behalf of clients for compensation, professional services that involve or require an 
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audit, ~xamination, verification, investigation, certification, presentation, or review of 
financial transactions and accounting records. 

(d) ·Prepar€~'-B'r't!e~'iM~s -for c-lients' ~:eports ~ori audits or examlnatfdin~: df beaks or 
records of account, balance sh_eets, and other financial, accounting and related 
schedules;· exni!i>its,'~'Sfa:'ferli€3Hts·, or r~.~prfs th'at·are to be useGffdqJ1llioli6atiori,.:•for the~!"­
purpose of obtaining credit, for filing wlth'a court of law or with any·governrnerital ···<· 
age.hcy, or for any other purpose. 

' ('e) lri genenltl or as an inciaeh~'t0'that work, renders professional services;to clients 
for Compensation in any or air riTafteTS relating to accounting procedure and to the 
recording, presentation, or certification of financial information or data·. 

(f) Keeps books, makes trial balances, or prepares statements, makes audits, or 
prepares reports, all as a part of-bookkeeping operations for clients. 

'(g') Prepares or signs, as the tax preparer, lax returns for clients. 
(h) .Prepares personal financial or investnt~rit plans or ~rrb\litfes 'to dl.ients 'products or 

senvices of others in irnpl·ernehta1Jon ef':p1e·rsd~la'l-tihancial'dr investment 'p'la.mS·;­
(i) Provides management co'nsulting services to" cliefnts. The activities 'set\f.orth in 

subdiVisions (f) to (i), incl.usive, a:~e 11 public ·accountancy~~ only when .performed by a 
ce'rtlfietl pi1blic a:oboUnta:nt ·or public a·ccountant, as defined in this chapter.· · · 

A person 'is~n;ot' eh~agea: ·in the practice of public accountancy if the only s_er\liu:es.:he 
or she engages in are those defined by subdivisions (f) to· (i); inclusive, ·and he or sfle 
does not hold himself or herself out, solicit, or advertise for clients using the certified 
public accountant or public accountant designation. A person is not holding himself or 
herself out, soliciting, or advertising for clients within the meaning of ·tl':!is sect.iGn·"sole:l~·< 
by reason of displaying a CPA or PA certificate in his or her office-or identifying himself 
oi"lierself as-aGPA o(P~ on other than signs, advertisements, letterhead; bt:t.sTn':e~sf 
ca'rtls; publicafiefis airebted to clients 0rpote.Rtial clients, or financial or tax deC.lllit.Jents 
of a client. · ·' ·. · ~· .,. __ ,,,,i~; •. <:i>.,:.:,,_·:\-··:..• 6:.""· ... '\~ · ,.. .: .,.,.,, ....,; 

HISTORY: Added Stats 1945 ch f353'S;ectiorr-2 as Section 5061; .:tienumtmred ahd. 
amended Stats 1959 ch .310 Section 35; amended Stats 1989 ch 489 Section 2; 
amended 1998 ch 485. -•-. 

5052. Persons Excepted 

Nothing in this chapter shall apply to any person fHo a.s §l~ ~mployee, independent 
contractor, ·Or oth'erWise,c,coritrads Wiflfo'ne 0f.:Jfnoreparsorrs:;;6fgcrf.dzat.i'obs, or :entities, 
for the: purpose of keeping bbGkS, maKihg 'trial·:balances, ·statements,,h1~king audits qr·· 
preparing repqrts, all as a part of boqkkeeping qperation.s, prcvi:ded _that sucl:l :triaHq;';',. 
balan:ees; statemer:1ts, or reports are not issued over the rtams· of such person as having 
beer~ p:repared 0rexamlned-·by a certified public accoun1tant:or pub:lie accountant. · ,, 

Nothing contained in this,chapter shall affect, limit or be· construed as .affeoting·.orr 
limiting the rights of any public accouhtant who met the requirements of prio'r statutes 
ana who was registered with the board as a public accountant on or before December 
311 1955. 
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HISTORY: Added Stats 1945 ch 1353 Section 2 as Section 5062; amerlded Stats 1947 
ch 1245 Section 3; renumbered and amended Stats 1959 ch 31 0 Section 36. 

5053. 	 Exceptions of Certain Employees and Assistants; Attorney at Law 
Excepted 

Nothing contained in this chapter precludes a person who is not a certified public 
accounlant or public accountant from serving as an employee of, or an assistant to, a 
certified public accountant or public accountant or partnership or a corporation 
composed of certified public accountants or public accountants holding a permit to 
practice pursuant to this chapter if the employee or assistant works under the control 
and supervision of a certified public accountant, or a public accountant authorized to 
practice public accountancy pursuant to this chapter and if the employee or assistant 
does not issue any statement over his or her name. 

This section does not apply to an attorney at law in connection with his or her 
practice of law. 

HISTORY: Added Stats 1959 ch 310 Section 37; amended Stats 1996 ch 639 Section 
5; amended Stats 1998 ch 878 Section 32. 

5054. 	 Exception for Certain Tax Preparers. 

5054. (a) Notwithstanding any other provision of this chapter, an individual or firm 
holding a valid and current license, certificate, or permit to practice public accountancy 
from another state may prepare tax returns for natural persons who are California 
residents or estate tax returns for the estates of natural persons who were clients at the 
time of death without obtaining a permit to practice public accountancy issued by the 
board under this chapter or a practice privilege pursuant to Article 5.1 (commencing with 
Section 5096) provided that the individual or firm does not physically enter California to 
practice public accountancy pursuant to Section 5051, does not solicit California clients, 
and does not assert or imply that the individual or firm is licensed or registered to 
practice public accountancy in California. 

(b) The board may, by regulation, limit the number of tax returns that may be prepared 
pursuant to subdivision (a). 

5055. Title of Certified Public Accountant 

Any person who has received from the board a certificate of certified public 
accountant may, subject to Section 5051, be styled and known as a "certified public 
accountant" and may also use the abbreviation "C.P.A." No other person, except a firm 
registered under this chapter, shall assume or use that title, designation, or abbreviation 
or any other title, designation, sign, card, or device tending to indicate that the person 
using it is a certified public accountant. 
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HISTOP.:p~-::: Added Stats 1945 ·ch·"~:S5·3 Section 2 as Section'506:3(:.renumbered anc;t 
amer:~Cied Stats 1959 ch 3ro 'Section 39; amended Sta1s 19.9J~ ch 878 Sectien 33. 

. , ,,t ., ·::.,.,', . 

Any person who has received from the board a certificate of public accountant may, 
subjerct.to Sectitmr 5051\ be stvled and::knowh as·a "pt:~blio accountant1

f .arnd :rn?y also.' 
use·the ah>breviation 11 P.A." No other person, except a firm registered t.mderth,is che;p.ter, 
sha;IJ'.~ssume or Lise 'that title, designati.on, nr abbreviation or any oth~J -title, clesignc;ticv.A, 
sign, d~~d, or deyice.tending to indicate that the person using it is a public accountant­

, ,'- ·, ,\1 ._;J . 'i. 

HISTORY: ·f.d~ed Stats 1945 cb 1-35'3 rS~ctie:>n 2 as Sect.iqn 5063 •.5; l~numbered, :at:Jd 
arm:~nded.Stats '*9.59 ch 3tO'Sectlofr4Cl; SUits·198~··ch.'S34:,,s~;c:,j;~;. "a·rtJenqe~.Stats 
1998·ch 878 Section 34. . · .. 

; . ': 

'•' 
~.: . . 

5058. Use of Confusing Titles or Designations Prohibited 
·~:~~:):~••·_.... ~~. ' -.~' ···'' ;.~~ : .:·~ ',·';',·~~:·.•."J,:·i~•.::.-.. ·~ ,..,,,'t'·'i '!1,,., !;·~~··,' J. "'.·· t ~ .. , . . . , ·l • '· 1·.l, __ ... . . " .. __ . , , . t~·t:s,o:'t{~~·'·:·~t.:~;fle;,-

No person or partnership shall assume or use the title~or desigri'aflon·T\onaii~red .:' 
accountant, 11 ucertified accountant," "enrolled accol!ntant," "registered accountantlf or 
~~licensed accountant;~~ or any other title or designati'on likely to be ¢:o:m'f.Ui:si3fll'W·itb-: 
ncertified public accountant" or npublic accountant,"-6r any of the abbreviations "C.A., 11 

"E.A;.,'~ 11 R.A./ or "LA./' or simHar abbreviations likely to be oonfus9'a 'wi~n·'lG.:P.:vA¥iP 011-:." 
11 P:A:"·: provided, tha(a~r.:perE>q~ __ qualified as a ce·rtified public accountant 't~n-Gle'r:~,m~flJtc · 
chapter w~~A:il~o,hol9~-~:;99·{\tl.~~ra t.e.Jitle granted underthe laws of another q·ou~tr;~h-~ <. 
m~Y L!s:~ _sUbffi~~yl ·.. n:ggn]:G'rf ··~ "'' .. t'h~:titlepf,"cectified p121biic accountant II o:r~ . 11Q.o~~;1k If 

a:ncl p:roVidetl~ t.p~~~ ... :.V,pS,{ .... '"' ...• ...... ·,·ipjp~aclr9e beforet~~dnterma[:R~~.enueSe:r:Jibe:
aha recognized a$ a:til·efl~OIIea·age;n~.;ma;s;r:·U:?e·Uti~ abtltevi~H0m 11E.A,H <::..::!~~ ~;;,,' :. )) 

·. , . . ' ' ,,' "t"•'ti . •' r•·'',.\',' .··. . \!;>:';:>•f~\f;::r, 1"~'\D:{]'';;r):/r:i' I '-'~>·'J;;::{';,;i; t~\~':f~t;~ 't·.;,~\;·,n. 
HISTORY: Added Stats 1945 em 1.3'53 Se.Cfio.m 2 as S:e.c.tioi'ti·l5'06.5:; ;reniJmbateg St~Js~. 

1959 ch 31D Section 42;· amended Stats 1979 oh 25 Sectfan l1. · · · · .; · · 

5058.1 Titles in Conjunction with Certified Public Account~nt :or. Public 
' . Accountant · · · 

A person or firm may not use any title or desigria·ti-Gri!· itJ\:BoH:rientfon w.ith.;the:J . 
. designation 11 Certified public acdpt.mtantn or 11 public accountant 11 ithat ·i$ false or 
misleadirit;fi · · ·, c, •:. " '· . • ' .· . . .•·...<. . . . . ' >. . ,,,.. · . ·. ·, "~ 

The bd~;.d·may ad~pt rerg~'l~ttbhs:cdver.i~g_ the·u'se bftitles,orde:~lgnatiG~:s; ,,' .. ' 
"< ' ,':;, : " ' ~ > •• :,. • I • ·"'"''· ;,i •' " 

HISTOFN"-: Added Stats 1998 ch 878 Section 35. 
" ; t 
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December 21, 2005 Attachment 2 

Michael Duffey 
c/o Richard Robinson 
1121 L Street, Suite 310 
Sacramento, CA 95814 

Dear Mike: 

As we discussed, the amendments to Section 5050 repealed the provision that 
previously permitted foreign accountants to practice incidentally in California. You 
indicated that this issue is of significant concern to the profession. 

At this point, we have limited information regarding the nature and scope of the 
problem. Detailed responses to the questions bulleted below will greatly assist the 
Board in evaluating the issue and in making a determination regarding how to proceed: 

• 	 What specific services will the foreign accounting professionals be providing to 
clients in California? 

• 	 What level of personnel will be coming to California, for instance, staff, managers, 
partners, or specialists? · 

• 	 Will the foreign accountants be supervising engagements or key aspects of 
engagements? 

• 	 Will the work of foreign accountants be supervised by any California licensees? 
• 	 Do these foreign accounting professionals wish to use their foreign accounting 

designation or title when working in California? Would they do so with a clear 
indication that the designation or title does not indicate licensure or practice privilege 
status in California? 

• 	 Will all of the work performed by these individuals be for clients in other countries or 
will some of the work instead be for a California based-client? 

• 	 Are there instances in which foreign accountants will be coming to California only 
because of the need for their expertise in particular subject areas? In what subject 
areas is this expected to be the case? 

• 	 Will foreign accountants be working on attest engagements where the report is 
issued in the United States? 

• 	 Is the work performed by foreign accountants for use in a report, tax return, or other 
product intended for distribution in California? 

• 	 What records do firms maintain on the foreign accountants employed by or affiliated 
with them? 

• 	 How is this matter addressed by firms practicing in other states where there is no 
incidental practice provision in the law? In particular, do foreign accountants work 
on engagements in those states; if so, how are they identified by title and status, 



Michael Duffey 
D~p~niber 2'1, 2005 

· . · p~·ge Two 

how are they supervised, WAat levels of responsibility do they assume, and how 
would the other questions above be answered as to current practice in states without 

.. ,~uph, incidental practice for foreign accountants? 
" t ~.,,_,.:; l ~If ' ' 	 :, 1 ,., 

Because you have stressed the importance of this issue, it is being sc.hedut~~~tor . . . 
discussion and possible action by the CPC and the Board at its Jam1ary '19::~2Q,,..2006, · 
meeting. The information you provide will be used by staff and the Board tcdocus the. 
deliberations on this issue and to assist the Board in determining wh~ther a law chang~ 
is needed. Without clarity on the issues/problems faced by the profession,· solutions -~ 
cannot be developed and vetted by the Board. A response from you is needed no later 
than January 6, 2006, so it can be included with the materials distributed for the CPC 
and BoardJ(fl'e~,tin@.S• · 1: als:~ !l.ope th?tjf:G!1. a.r;l,<;l,-9.thers wit~ .EJ:n. int~res~lin ;t;hi.s.,Jssl,le wiU 
be prese.mt at·theroeeting9~¢ partioip£:t~~AR the discu~9ion;,:· . ,, ..".·. · 

' t;~} }_;',,; ' 1 !+'(,." "" 1-l·:.~ ~ "~,~\:1 ,,;·~-~~·~~~~tt~~ ~..~· ....;~;".i';,L;-.:.~:t:!r..~ ,.':r~.s r'~·,:.·::.,:tt:··.··~ ,.. ~·::,•; (., 
While this matter is under consideration, we will be postfng· a notice ·an oLt'r Web site to 
communicate'tq_,q:IJ Jntf!?r,e,8tf3,~.;R:. · · .' t~~tJh~.;tetJ1R~~~.W~f"ltac;;,tipe,,iprovision in Be.otiotl 
5o 5o h.fJ.s,bf3e. 9reR~-9tl.~ · · · ;- §tPrl T·- w ·"·· JJ;prpf~ssJ9haJ.s from"fqrei,9n ... ~-·> 

co;jjJJtd§.~~~ .:!.:h ~~@ ~'m9ll.t<C ~ r,.~t-RWf 	 . , . h • ;·. 1~ ~: ·~;-~·'"' . . : : .;, 	 ..• 

The Board looks fot:.yl~lJS)P ;1vyp,~,~ing with .the profession _apd oth~r intf3rest~..~,p~rties to 
identify options to address concerns related to the repeal of the temp;o~a:·r;)/:anp 
incid£?.htal practice provis.ion in Section 5050. 	 "·· ·· · 

'-<' ' ''._. -, I ~ 

Sincerely; .., 

-"-''-~~,,'' .;.'-•':~:',.\_ 

Carol Si6~~nn.~~.. 
6xecutf{Jei :Gffidg/·

•'Lh'• ','\ { ,' l' ,' 

Encl9sure 

c: 	 Board ~ern,bers . 

· ··· nultz GaiOPA· .. · ·· · 

,... ,r~· Tln'del, ·eal9.P·N:f ·~ "'. :; ~::·: ·:· ,, .. · 

Ridhard Rooinson, Robinson & AssobiateEr'··,)>;,:~:


AH ·Kr6eger, Society of't>alifetnf£(Aopewntants .. · . 

:dulie D'Angelo F'ellmeth,' ·center lor Public Interest Law.'l:L 


.. ; ; ,, ' ' ~ 

·i ,. 



Richard Robinson & .4ssociates, Inc. 
Govanmenlt<l Relations Consultallls 

112"1 L 5 frert, Suite 310 
Sacramento, CA 958H 
Tdephr:m'-' (916) 552-5830 
f'A..X (916} 443-7577 
cn;ni! rrol;i:r 50nt~rrassoc.conr 

January 10,2006 

Ronald Blanc, Esq. 
President 
Califomia Board of Accountancy 
2000 Evergreen Street, Slliie 250 
Sacramepto, CA 95815-3832 

RE: Temporary incidental practice 

Dear Mr. Bianc: 

1 write in response to a request by some members and staff of the Board, for information 
e-onceming temporary incidental practice by accountants licensed in other countries. This letter 
only addresses the impact of the new practice privilege provisions on foreign accoLmtru.1ts. 

Under a longstanding Califomia statute, codified n:JOst recently at Section 5050 of the Business 
and Professions Code and dating back at least to 1945, foreign-licensed accountants have been: 
allowed to practice temporarily in California on matters related to their work in foreign countries 
and regulated by foreign authorities. As you know, a recent amendment to Section 5050 deleted 
the authorization for foreign-licensed accountants to engage this limi.ted form of temporary 
practice. The deletion is p1ainiy inadvertent and does notreJJect the actual inlent of the 
Legislature, the Governor, or the Board's task force on practice p1ivilege, which participated in 
the drafting of the legislation. This unintentional change threatens to cause significant disruption 
10 California businesses-disruption that neither the Board; nor t'le Legislature, nor the Governor 
ever intended. J urge the California Board of Accountancy lo support prompt legislative action 
to correct this serious error. 

A. Background 

Since 1945, Califomia 1aw has contained a "temporary incidenlal practice" exemption from the 
general CPA licensure rcquiremcm for accountants. Seclion 5050 of the Business and 
Professions Code }JTovided that an accountant "of another state" or an accountant "of a foreign 
country" could practice public accountancy in California ''temporarily," on "professional 
business incident to his regular practice in another state or coumry." 



· ·. · :~·- :,~ ·\ ~-- .L·nt~~· 
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The Califomia Legislature recently amended the accountancy statutes to create a new "practice 
privilege" procedure, which allows qualified accountants fi:om most other States to practice in 
Califomia merely by notifying the Board. Tllis practice privilege is available only to accountant£ 
licensed in other U.S. States. Concurrently, the Legislature amended Section 5050 to reflect the 
fact that the new practice privilege would supersede the old system of temporary incidental 
practicefor U.S. -licensed accountants. 

Unforlunately, the amendment deleted the temponrry incidental practice provision for foreign­
licensed accountants as well. There is absolutely no indication that the Legislature, the 
Govemor, or the Board's task force reviewing the legislation intended lo make such adramati9 
change in the rules that have governed foreign accountants for more th~¥1_sixty~y~,~,~; ~q_·. ·, 
certainly it is not rational to believe that the Board, the Legislatur~, i>i'tP:e G:~veriibfwoflla liiife 
intended such a drastic change without replaci11g the system oftein:po?acy-;1t6i'd~hf~ijjf~ctiq~e ..·.. 
with some other mechanism to accommodate California businesses. 'Si'glltntanii.torltii'ti1e"sfaff 
analyses on the bill available to the members of the Legislat~tr:~~I).Cl'udin,g,;~l.Y~es v.J,itJ;~n at. 
the committee stage and during floor consideration, in both the''Ass~inbly'artd tiie 'Sena.t~not · 
one even mentions the effect on foreign-licensed accountants . 

• ~ •. ..{· ~' ' .,,, ·'11~;.2. ;;.~··~ 

Thus, the am~nfutlent to..Section 5050-cre~tes ser.~otls qonfusioh, hecau~e it)nayb~ read.~~,.. 
b,~tri11g foreignliteen~el.a6eo'u11~ants fror:p .~0nd'V,,qti~g "6usine§s th~t ;consticit~s j5facti~ing:J~~~.Jic
accolli1fancy iri .California., These ·accounGii1ts'may not '6'e· a&H.! to obtam practiofprlvi1eges~ ·: ~ 
because th~ new.iit~tute coutahls"no spedfi~')p~o\ii~Ion d1recting the :Boa.ra'to katfore1gii .. ,, . 
licenses.as"substantriaUy equiv.al~nt'~to.California ·credentials., Indeed, the r:esult~g co11fusipp, 
g:i't.e:S~s~,i0.'tle ,coli;~rn .that th~s¢:.~countailt~may.he abl~.to ;lm\c~ce ill Calif~inia .wiiho1Jt;"·r·· 

·""' ;d•, ~;>---~' -.~~.. '.' , •. .,,;,, ... , ....\ •¥:: '~-~,--t_~;<- ". ' .., : ''·.,: : . / ., ' .~ . ,· .......,. ..- • " . " '" ... '"'" •, 1': / 


.£lU,:~~·1.o~1.·~~~· . . ..l~!Qi4t~'~LQ1~i~t~~~7~q:;9.~1i18ri~i~ ·SJ,;*~~~~ludtn~.ta.king tb,:e .appl,ic~Ae ~i~r~ t· 
e~eJPlna11<2·.~~-:.;{;;::i~r.;>l~.t-i~~~-i1lkf~;;~.~-~~~·tff,;fJ:~ft$~~tt~l~ th':~~i~,t~·~ 

· · (~{'·.·· : ;;--~)-~tt~~~.~~:~~~~f;~~ l;~~i\<:~r:~.+~~!;~}tf~2.::. ~ft'l,~}n: Scqpe qf:tJre ~11pb~e!f,t, ... 
C\'1:'·,_..,,.•.-., .... ::·,:' ·' ·... ;.,"' ..::"':· '·~ ;':·:::.\:;;·:~;r,.;. :;.;·,,,... ,

lV};,~Y,"bll~ine&seS yvit~ a:sigliifi~illi,tj:i~~sei14~-:in:cali.!9 ... ,,•. Ai~t:~D;lPJR)::~c2uJit@~~~Ji~~N,~~-4JA 
pt~#r'aoutffrJe~~ ·i!fia thos¢ ~ccoU:ii't~ts §~~n,nee,a tc(p,en~rn).:~imi~e.4:'but;n~c~~sm'Y'J#~c'tl~~s .!p' 
ccg_ifcn~nr~: Pl?}~ss·se~W,oP. sq~_q'i~ anieride~- t?.!~storeaJoriil s>.Hi ~finciobnt'*lJ?.t~.~~c.~, 
these·~Califbrru'aoiisinesses wi11 face a serious dishlptioiiof ope1:EJ.tions:;' '"'.' ,;,:. , <Y":"·' ·:, ,., . . 

I can offer the following common examples of situations in which foreign-lig,yl}~~d..,a.spountant,s 
are required to perforn1 s01;ne audit services in California ~s part of engageni~I1tS'¥~gtfi~ted in <·. ·' 

t~j~fr.~Phlxc'~Q~trlg1J!~i \J:);les~;e:xatJipl~i.~t:e dr~WA :fl:orn J:e£d-iyq.r}d ~xp.~rlen9~1Pl¥,Si1antJ{).'Vl~ >i:·~ , 
1o1;gstandi1ig"H.d£mfs.·'gi9~16:e~g~ge;:1fl:i~iiiii.o.'£at,~""1ttdd.~.iiiit1',:Pr~.:-e:B>c.~.;~:: ·:··,~- "''--'·"'"""-',...-, .......... ,..; ~""'""'''· 


;, .·'ii~;~t·,•-•.} .. '·' ~': '.,_. ~-· '"''!·- ~--.- .,,'t ' h.~.-"'"·' .,.\;,...•:····-''· \·. '·• ,"' ~.:-'· '""'' _, ,... \•.{•l

The most common exmnpie·s ofaforeign~licehsed a6c'd'i.m'tan'l:'trave1in.g teinpbtanly to". 
California involve Califomia subsidiaries of companies that are based in other countries. 
In many cases, the company operating in Califomia does not itselfhave to report audited 
financial statements, bnt its fmances are material to the parent company's audit. 
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The audit repon must be prepared under the home country's auditing standards and 
issued in the home cou.'1lry by an accounting firm licensed there, and the preparation of 
the report is subject to the jurisdiction and requirements of the horne country's 
accountancy and securities regulators. Therefore, the parent company's auditors may be 
required by these foreign regulators to t11lve1 to California and perform some procedures 
there before completing the final report, and the final report must be acceptable to the 
foreign regulators. 

In other instances, the parent needs an a:udi! of the California subsidiary for its own 
purposes. For example, a lender or a potential acguirer may deumnd that the subsidiary's 
finances be examined. This audit, like the parent company's audit, will be performed 
under t~e auditing standards of the home country and regulated by the home cmmrry's 
auth01ities. 

Finding a U.S. finn to perform the audit using these forei,5'TI standards, under the 
supervision of the foreign finn, \Vould be difficult, inefficient, and prohibitively 
expensive. As tl1e Board is aware, U.S. accountants use a specific set of United States 
Generally Accepted Auditing Standards and are tmlikely also to be readily familiar with 
another country's auditing niles. Moreover, U.S. accou.T'ltm1ts are unlikely to be licensed 
to issue audit opinions that \'Vil1 be accepted by the foreign country's regulatory authority, 
meaning that the U.S. licensee's work would have to be reviewedby the forei£,rn 
accountan{ who actually attests to the parent's financial statements. This redundancy 
would add further delay and expense. And in most cases, the Califomia subsidiary will 
be too small for the audit under foreign standards to be worth a U.S. licensee's while, 
given the cost of acquiring the necessary expertise and working under the supervision of 
the foreign firm. 

If a parent company faces a significant increase in its audit costs simply as a consequence 
of establishing a subsidiary in California, it ·.vil1 be more like1y to locate the U.S. 
subsidiary in another State. The Legislature's amendment to Section 5050 certainly was 
not intended to drive investment out of Ca1ifomia. 

2. California Headquarters 

ln some circumstances, a foreign company's business operations and most of its 
shareholders are outside the United States, in the country where the company is 
incorporated, but the company is managed from California. That means that its top 
executives reside ful1-time in California and pay taxes there, and that its books and 
records are located there. Some of Lhes.e comparries have gradually moved their 
management to California to attract talented pcrsomlCl more easily. Others have gone 
even further and comr.d.cted with a California management company to provide executive 
serviceS-\\'hich may even inciude fumishing the company \Vith a CEO and CFO. These 
execu6ve services usually include taking custody of the foreign company's books and 
overseeing records reLention. A single California company may provide L~ese executive 
services to multiple foreign companies. 
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· Cornpanies struetured this'\vay generall:Y·recjuire an auqlitor from the home eol.l:litry. 
Whether the California-based manag~ment consists of employees or independent 
.contractors, the company r11ust ·st1'i:l;{1.!1e:j,ts,a.udite.ei .financi:al statements with the 
tegulatory authprities of th,ft J3~:a.uitt\y·wiL~efe ibis· incorporate.cl. Therefore; although U1e 

· :<,.,.,;... ~udit teanrl'li-Usl C!ome to·G5a1ifutfuJ:aat;i~asVto e~a111ine the, books and .records 'kept there, 
·the audit is·conducted prirrracily in the foreign coantry; proceeds il1 accordance with rha1 

country's auditing standatds and accounting principles and subject to regulation by the 
foreign country's authorities, and results in an audit report issued in the foreign country. 

As in the examples discussed above, the expense alone would make it impracticable to 
find a U.S: fim1 to Jleifonn the audit using these foreign standards. In addition, hiling a 
U·.S. fJ.:rin wo•ukJ require extensive tra¥el to review the operations.,:·ii~ventory, and controls 
in the foreign country; some clients with management in California liaVe business 
operations dispersed all over their large home countries. A foreign firn1, by con.trast, can 
0t>i1fine its intematiomi.l travel 'tcr asingle U.S. loch:ti'oih,L...;the Califofuia headquarters 
wliere'the books and·reno1;as ·ru.:e;loeated!,'. : · · · · "·\if : 

•; .i', 

,., · 	 To. pteven:t foreign companies Jrom using.auditors fro:rb.their home, c0untrie.s; under these 
drbumstances \:vou1a ptit these dompanies ht a ·very difflcuirpositioh: 'fhe increase in 
audit costs may even discourage compan~es frmn locating their h~adquarters in 
Califoniia, or from contracilng with Callfotitia rnanagement c0mpanies. In tl:1is way, too, 
the inadvertent change to Section 5050 tht;'ea\ens to drive investment out 0f Ca1ifomia, a 
resul~ that is clearly.comr~y to what the Legislature intended, , .. 

v 	 ', '' ,. 

•. ii, 	 \" ~ > ,\. ~· ,. t. • ; ' '\' .,; "' 

.,;:;;:. :·~~-I;eJg1nbori1i~i·G~llfcitn,la7Jle~~ft .fbr~i,gq..: 
ace to in · e'v/i~h.dut·tindd"icringthe.ful~Jt~en~{og;;process. 
See, e.g., ARJ:z~REV. STAT.§ 32-725; N.Y. Eouc. LAW§ 7406; OR. ADMlN. CODE§ 801­

..oul::!:losd.(ll't·D·ee also VNIF. Aci:tntJ:mmih!cvAcr"§l4G).\ 

.. 
C. Need for U1·gent Action 

This situation urgently requires the Board's and the Legislature'~.atten1ior1.. Since January 1, 
2006, foreign-licensed accountants have had no clear way to ot;tain pennission to perfom1 tbese 
valuable functi<ms in Galifomi-a. The bef."il'lning of:lanulilJY is a critical time for these auditors: 
many coni}!);a.m~i'~s'~\se~'*e·o±ilenfl;:lr'~e~r .aS;"th~j~,~se:a~ y~ar, sb these next Syyeral we:eks are when 
data riillis:t~b€htsSeJ1ib:Jed .8.!1Cl tb.e.·exarriiqations':p;t¥\8t_'b.e.gin in or,d.er to,aompl'ete the au.dit within 
the app1icab1e deadl'ines: ·, 
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Requiring every foreign-llcensed auditor who must pe1fom1 incidental work in California to 
become licensed in California simply is not practicable. Licensing generally requires an 
examination, either the standard exam or the lnternational Uniform CPA Qualification 
Examination (!CQX), under Sections 5082.3, 5092, and 5093 ofthe Business and Professions 
Code. But even assuming that foreign accountants-who have already passed demanding 
accountancy examinations in their own countries-could he expected to si.t for another 
examination just to serve cljents in California, !:hat simply could nol be accomplished in time 10 

provide audil services for the fiscal year just ended. Even the initial application process for the 
standard exam takes at least six to eight weeks, according to the Board's materiais, and grading 
lakes up lo three months. And tbe ICQX, whicb is cuiTently open only to accountants from a few 
countries, is offered only in November. 

* * * 

It is apparent, given the legislative history of the amendment to Section 5050 and the very real 
and imminent negative consequences Jbr California businesses, that the Board, the Legislature, 
and the Governor never intended to eliminate the longstanding exception for temporary 
incidental practice. Certainly it would not have done so withou.l giving foreign accountants an 
alternative \Vay of entering California for limited periods, as accmmtants from other States may 
do m1derthe practice-plivilege system. 

At the very least, California. businesses and their audit committees need immediate guidance 
concerning the prospects for a legislative solution to this problem. In many cases they have 
aiTeady structured their business operations and their relationships with their auditors in the 
expectation that they \Vould be abl.e to rely on the provision for temporary incidental practice. 
Without reassurance rhat the Board will support expedited remedial legislation to address the 
issue, businesses will have no choice but to restructure the]r operations and their audit 
relationships, at a considerable cost that pron1pt legislative action cou1d avoid. 

l hope that the Board agrees that Section 5050 must be revised as soon as possible. 

If you have any questions please contact me at (916) 552-5830 or email n·ob]nson@lTilssoc.com. 
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President 
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Sacramento, CA 95815-3832 


-b·ear Mr. Sfanc: 

As you know, I am a former member of the California Board of Accountancy, 
. appointed by Governor Gray Davis, and a California CPA who specializes in 

serving the needs of multinational clients. 

I am writing in response to the notice recently posted on the Board's website 

informing accounting professionals from foreign countries of the repeal of the 

provisions in Business and Professions Code Section 5050 which previously 

permitted an accountant from a foreign country to temporarily practice in 

Californit:Lcin professional·business ·incid'ental to his or her regular practi_ce in 

anbther;,country.: ·... :...~.:. · ·· · · · · '· , .:. · · · ... · .:'•.,:· ·;· "· 

:, ' •, '~· . ,;·· l ' .. . ;· ·.. •... 
~ ' ,:. . - ... \' '. ,. ',,J : t-. !·" .. : ' 

The ability of foreign ·accountants to travel to California to sef.ve their clients 

headquartered in their home country is vital tci encouraging freelrade, foreign 

investment and job creation in this state. 


Under the old law, it was very easy for foreign accountants tci determine 

whether they could come to California to serve their foreign client. Without the 

provision in Section 5050 related to foreign accountants, that determination 

has become very ambiguous and unnecessc;~rily restrictive. Now, the foreign 

accountant will need to compare their intended work to the lengthy definition 

of the practice of public accountancy in Section 5051. This' situation 

introduces significant uncertainty for the foreign accountant and their client 

and may in fact prohibit the performance of certain procedures that are 

required to meet the auditing standards of the home country. The inability of a 

company to meet its home country reporting obligations is certainly a major 

threat to foreign investment in California. 


As aCalifornia CPA and-a-partner in a California CPAfirm with ·an ·, 

ihterriatidna!·practice, robust foreign investment in California''i'simportanttb 

me and my associates. It is arso vital to the jobs of Californians who work 

directly;for foreign-owned companies and to others who ben~fit indirectly from 

these foreign~owned businesses in California. · · · ;._:; · '. · ' '. :~'.-:·:. · · · 



ln my experience, California competes for foreign investment with many other 
states. Regulatory uncertainty and prohibition of necesswy awEiit procedures 
will certainly impact decisions regarding foreign investments in California. 

To put the problems created by the repeal of the provisions of Section 5050 
relating to foreign accountants into perspective, consider a hypothetical 
circumstance in which a foreign country made it illegal (or at least difficult to 
determine if it was legal) for a U.S. CPA to physically visit a significant foreign 
subsidiary of a U.S.-based public company. Do you believe that the Public 
Company Accounting Oversight Board would conclude that an audit in which 
the signing partner (the U.S. CPA) was effectively precluded from making on­
site observations and inquiries regarding a significant foreign subsidiary met 
its standards? Do you believe that the Securities and Exchange Commission 
would allow the financial statements subject to an audit with such a scope 
limitation to be used to meet U.S. public company reporting requirements? 
The compl~te repeal of Section 5050 has put the foreign accountant and his 
or her clienHn ·exactlyti:Je same positic1m:Wlth their·home country regulators of 
the auditing !Df<:>fession·.and the·s·ecurities marKets. ' 

During my tenure on the Board, I do not recall any enforcement problem that 
ar.b.s.e,relating .to foreJgn accountants aYc;~'illng th.ern.selv.es of the .temporary.. 
and incidental provisions of Section 5050. The development of the practice 
privilege recommendations to.the legislature began while I was on the Board. 
I do not recall any discussion or decision that this action related to U.S. CPAs 
was to have an impact on foreign accountants. While I have not followed the 
actions ofthe Board and the leHislature as closely as 1. did wher:J :I w_as a S.oard 
member, I am not aware of any notice to the public that such a drastic step 
was·cbJifemplated;~ ~If there isdocumentatioh of such consideratlon1J woul.d 
greatly appt~tiiafeil;it;tf,yhu._coukl p:r:ovidedo me. so·that '' can understand why 
such an action was taken. ,,_ ~- · 

As ymu can see, the repeal of-Sectimn 5059 rela~in?J tg;fore[gm ~ccountants is 
of great concern to me. 'I am therefore work1n(!) :tb dlea:nmy :scmedule to allow 
me to travel to .San Francisco to attend the Committee' on Professional· 
Conduct meeting on January 19th. At that time, I would oe happy to answer 
any questions you may have about my concerns. 

Thank you for the opp>ortur1ity to express my views on .this very important 
issue. 

'.·'.;! ... .r• 

S'lncerely, 

Joseph Tseng, CPA 
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Section 5050 

(a) No person shall engage in the practice of public accountancy in this state 
unless the person is the holder of a valid permit to practice public 
accountancy issued by the board or a holder of a practice privilege 
pursuant to Article 5.1 (commencing with Section 5096). 

(b) This section shall become operative on January 1, 2006. 

(b) Nothing contained in this chapter shall prohibit a person who holds an 
authorization to practice public accountancy from a foreign country, 
lawfully practicing therein, from temporarily practicing in this State incident 
to an engagement in that country provided that: 

ill The practice is primarily regulated by the accountant's country of 
licensure and is performed under accounting or auditing standards of 
that country; and 

(2) The accountant does not hold himself or herself out as being licensed 
as a Certified Public Accountant or Public Accountant by the State of 
California. 

"-: 
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December, 2005 

NOTICE OF LAW CHANGE AFFECTING 

ACCOUNTING PROFESSIONALS FROM FOREIGN COUNTRIES 


If you are an accounting professional from a foreign country, law changes that go into 
effect on January 1, 2006, may affect the way you may serve clients in California. 
These law changes include the repeal of the provisions in Business and Professions 
Code Section 5050 which previously permitted an accountant from a foreign country to 
temporarily practice in California on professional business incident to his or her regular 
practice in another country. 
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Section 5050 

(a) No person shall engage in the practice of public accountancy in this state 
unless the person is the holder of a valid permit to practice public 
accountancy issued by the board or a holder of a practice privilege 
pursuant to Article 5.1 (commencing with Section 5096). 

f!::?) This section shall become operative on January 1, 2006. 

(b) Nothing contained in this chapter shall prohibit a person who holds an 
authorization to practice public accountancy from a foreign country. 
lawfully practicing therein, from temporarily practicing in this State incident 
to an engagement in that country provided that: 

ill The practice is primarily regulated by the accountant's country of 
licensure and is performed under accounting or auditing standards of 
that country; and 

(2) The accountant does not hold himself or herself out as being licensed 
as a Certified Public Accountant or Public Accountant by the State of 
California. 



SB 503 Senate Bill INTRODUCED http://www .leginfo.ca.gov/pub/05-06/bill/sen/sb _ 050 1-0550/sb _503 _b... 

BILL NUMBER: SB 503 INTRODUCED 
BILL TEXT 

INTRODUCED BY Senator Figueroa 

FEBRUARY 18, 2005 

An act to amend Section 12850.6 of t~e Government Code, relating 
state 

LEGISLATIVE COUNSEL'S DIGEST 

SB 503, as introduced, Agency secretaries. 
Existing law generally sets forth the dm:ies and responsibilities 

o= t~e secretaries of state agencies. 
T~is bill would make technical, nonsubstantive changes to these 

ority. Appropriation: no. Fiscal corr~ittee: no. 
State-mandated local program: no. 

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS: 

SECTION 1. Section 12850.6 of t~e Government Code is amended to 
read: 

12850.6. The of each agency shall be generally 
responsible for the sound fiscal management of each department, 

or other unit within his or her agency. He or 
she shall review and approve the proposed budget of each such 
department, office, or other unit. He or she shall hold 
the head of eac~ such department, o=fice, or other unit responsible 
for management control over the fiscal, and program 
performance of his or her , office, or other 
unit. He or she shall review t~e operations and evaluate 
t~e per=ormance at app~o:priate interva 1 s of each 
sue~ department, office, or other unit at appropriate intervals 

. He or she shall seek continually to ir:lprove the 
organization structure, ~ policies, 
and ~ information of each 
such departr:lent, office, or ot~er unit. 
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	MINUTES OF THE JANUARY 19-20, 2006 BOARD MEETING




