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CALIFORNIA BOARD OF ACCOUNTANCY n~~ia 2000 EVERGREEN STREET, SUITE 250 ¥\.Departmentof 
SACRAMENTO, CA 95.815-3832 

Consumer TELEPHONE: (916) 263-3680 
FACSIMILE: (916) 263-3675 Affairs 

WEB ADDRESS: http:llwww..dca.ca.govlcba 

DEPARTMENT OF CONSUMER AFFAIRS 


CALIFORNIA BOARD OF ACCOUNTANCY 


FINAL 
MINUTES OF THE 


September 10, 2004 

BOARD MEETING 


The Hyatt Regency Hotel 

1209 L Street 


Sacrarrento, CA 95815 

Telephone: (916) 443-1234 

Facsimile: (916) 321-3099 


I. Call to Order. 

President lan B. Thomas called the meeting to order at 8:35a.m. on Friday, 
September 1 0, 2004, at the Hyatt Regency Hotel in Sacramento and 
immediately convened into closed session to consider Agenda Items X.A-E. 
The Board reconvened into open session at 10:10 a.m. The Board 
reconvened into closed session at 11:55 a.m., broke for lunch at 12:06 p.m., 
and reconvened at 1:30 p.m. The Board adjourned at 3:35 p.m. 

Board Members September 10, 2004 

lan B. Thomas, President 8:35a.m. to 3:35p.m. 
Renata Sos, Vice President 8:35a.m. to 3:35p.m. 
Stuart Waldman, Secretary-Treasurer 8:35a.m. to 3:35p.m. 
Ronald Blanc 8:35a.m. to 3:35p.m. 
Richard Charney 8:35a.m. to 3:35p.m. 
Ruben Davila Absent 
Donald Driftmier 8:35a.m. to 3:35p.m. 
Charles Drott 8:35a.m. to 3:35 p.m. 
Sally A. Flowers 8:35a.m. to 3:35p.m. 
Sara Heintz 8:35a.m. to 3:35p.m. 
Gail Hillebrand .8:35a.m. to 3:35p.m. 
Thomas lino 8:35a.m. to 3:35p.m. 
Clifton Johnson 8:35 a.m. to 3:35 p.m. 
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Olga Martinez 8:35a.m. to 3:35 p.m. 

David Swartz 8:35a.m. to 3:35 p.m. 


Staff and Legal Counsel 

Mary Crocker, Assistant Executive Officer 

Patti Franz, Licensing Manager 

Michael Granen, Deputy Attorney General, Board Liaison 

Aronna Granick, Legislation/Regulation Analyst 

Robert Miller, Legal Counsel . 

Greg Newington, Chief, Enforcement Program 

Susan Ruff, Deputy Attorney General 

Theresa Siepert, Executive Analyst 

Carol Sigmann, Executive Officer 

Liza Walker, Renewal & Continuing Competency Analyst 

Jeanne Werner, Deputy Attorney General, Board Liaison 


Committee Chairs and Members 

Nancy Corrigan, Chair, Qualifications Committee 

Harish Khanna, Chair, Administrative Committee 

Michael Williams, Vice Chair, Qualifications Committee 


Other Participants 


Bruce Allen, California Society of Certified Public Accountants (CaiCPA) 

Tom Chenowith 

Julie D'Angelo Fellmeth, Center for Public Interest Law (CPIL) 

Mike Duffey, Ernst & Young LLP 

Bobbie Jarvis, CA Society of Accounting and Tax Professionals (CSATP) 

Art Kroeger, Society of California Accountants (SCA) 

Ned Leiba, Leiba & Bowers CPAs 

Richard Robinson, Big 4 Accounting Firms 

Hal Schultz, California Society of Certified Public Accountants (CaiCPA) 

Jeannie Tindel, California Society of Certified Public Accountants (CaiCPA) 

Sarah Weber, Center for Public Interest Law (CPIL) 


II. Board Minutes. 

A. Draft Board Minutes of the July 16, 2004, Board Meeting. 

The draft minutes of the July 16, 2004, Board meeting were adopted on 
the Consent Agenda. (See Agenda Item XI. B.) 

Ill. Report of the President. 
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governmental standards, yet charities serving governmental 
entities are exempt from this bill. 

g. 	 SB 1451 Figueroa- Privacy Guarantees: Contracts. 

Mr. Waldman reported that SB 1451 (Figueroa) has passed the 
Legislature and is now awaiting the Governor's signature. 
Mr. Waldman indicated that SB 1451 relates to privacy protection 
and provides for disclosure to customers when their personal 
information will be processed in locations outside the United 
States. At the Board's July 2004 meeting, concern was 
expressed that, under the provisions of the bill, if the Board 
obtains bookkeeping information during an investigation, the 
Board could be prevented from using it in an administrative 
proceeding. The Board communicated this concern to the 
author's staff. Mr. Waldman indicated that in the agenda packets 
was a letter from the Senate Journal that addresses the Board's 
concern by stating that it was not the author's intent that SB 1451 
be interpreted in any way that would restrict a state agency's use 
of information in administrative proceedings. 

h. 	 SB 1543 Figueroa- California Board of Accountancy. 

Mr. Waldman reported that SB 1543 (Figueroa) has passed the 
Legislature and is now awaiting the Governor's signature. This is 
the Board's Sunset Review bill that includes Practice Privileges 
and other important law changes. The Board has written to the 
Governor communicating its support and requesting his signature 
on this bill. 

i. 	 SB 1735 Figueroa and Aanestad - Boards: Department of 

Consumer Affairs. 


Mr. Waldman reported that SB 1735 (Figueroa and Aanestad) did 
not pass the Legislature. He indicated that SB 1735 would have 
exempted DCA boards from the hiring freeze and related 
provisions that make it difficult to hire staff. This bill was 
discussed at the February 2004 Board meeting and the Board 
adopted a "Support" position. 

3. 	 Update on Regulations. 

(See Attachment 3.) 

4. 	 Regulation Hearing: Section 54.1 Disclosure of Confidential 
Information. 
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public accountancy as it relates to Internet practice was referred from 
the Practice Privilege Task Force due to the impact of new practice 
privilege legislation. 

3. 	 Proposed Recommendation Regarding the Definition of the Practice 
of Public Accountancy in California as it Relates to: 

a. 	 Internet Practice. 

b. 	 Correspondence Practice. 

c. 	 Litigation Support. 

Mr. Drott indicated that once SB 1543 (practice privilege legislation) 
is signed, there will only be two ways to legally practice public 
accountancy in California, obtaining a license or a practice privilege. 
He noted that EPOC discussed the definition of public accountancy 
in Section 5051 and whether it needed to be changed, and the 
Committee determined that it was currently broad enough and there 
was no need for changes at this time. 

Mr. Shultz indicated that NASBA's UAA Rules Committee was in the 
process of setting up a task force to address these same issues 
relating to Internet practice. 

The EPOC unanimously decided to recommend to the Board that 
during the period between the signing of SB 1543 and its 
implementation in January 2006, staff will catalog the questions and 
issues that arise and they will be brought back to the Board for 
further consideration. This will also allow the opportunity for 
NASBA's task force to complete its study of Internet practice. No 
further action was determined necessary at this time. The Board 
concurred with the EPOC's recommendation. 

4. 	 Proposed Recommendation Regarding the Definition of any Areas 
for Study by the Administrative Committee. 

Mr. Drott reported that based on the recommendation for Agenda 
Item VIII.E.3 above, no further study by the Administrative 
Committee was necessary and the Board .concurred. 

F. 	 Practice Privilege Task Force (PPTF) (Formerly the Uniform 
Accountancy Act Task Force- UAA TF). 

1. 	 Minutes of the July 15, 2004, Practice Privilege Task Force Meeting. 
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The minutes of the July 15, 2004, Practice Privilege Task Force 
meeting were adopted on the Consent Agenda. (See Agenda Item 
XI. B.) 

2. 	 Report on the September 9, 2004, Practice Privilege Task Force 
Meeting. 

Ms. Sos reported that the Task Force met yesterday, had a very 
productive meeting, and discussed the agenda items listed below. 
She acknowledged and thanked the Task Force, Ms. Sigmann and 
staff, Ms. D'Angelo Fellmeth and Mr. Robinson. 

3. 	 Update on Status of Practice Privilege Legislation. 

No report was given on this agenda item. 

4. 	 Consideration of Whether the Board Should Accept NASBA's 
Designation of States as Substantially Equivalent (Subject to Board 
Review) or Develop its Own List. 

Ms. Sos reported that there are three ways for an individual to 
qualify for a practice privilege: qualify under the "4 of 10" rule, hold a 
license in a "substantially equivalent" jurisdiction, or be deemed 
"substantially equivalent" as an individual, for example through a 
review by CredentiaiNet. Ms. Sos noted that the legislation gives 
the Board the authority to determine what "substantially equivalent" 
means and to decide whether it will make those determinations or 
accept the determinations made by an entity such as NASBA. 
Ms. Sos reported that Ms. Rubin attended the meeting to talk with 
the Task Force about substantial equivalency from NASBA's 
perspective. Ms. Sos indicated that Ms. Rubin was the incoming 
Vice Chair of NASBA and a former Board member. One issue of 
concern to the Task Force was the role of ethics requirements in the 
substantial equivalency determinations. Ms. Rubin indicated that 
ethics considerations are already embedded in the exam, 
experience and.education requirements as well as in professional 
standards. 

Mr. 	Blanc asked Ms. Sos to expand on the discussion related to 
ethics. Ms. Sos reported that the Uniform CPA Examination has an 
ethics component to it and that within the professional standards is 
GAAS 2, the independence standard which is one of the 
cornerstones of auditing standards. Ms. Sos noted thatNASBA 
recognizes the disparity in the states, and its Education Committee 
is recommending to the full NASBA Board of Directors that the 150­
hour education requirement in the UAA have an ethics component. 
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NASBA is also exploring the possibility of offering a uniform ethics 
course to be available in all states. 

After discussion, it was moved by Mr. Driftmier, seconded by 
Mr. Johnson, and unanimously carried to accept NASBA's 
designation of states as substantially equivalent while 
continuing to monitor and add or subtract states as necessary. 
The motion also included accepting NASBA's Credential Net 
certification of individuals as substantially equivalent with the 
flexibility to reject or deny individuals if the Board determines 
that they are not substantially equivalent. 

5. 	 Consideration of Whether the Board Should Accept NASBA's 
Determination of an Individual's Substantial Equivalency or Use 
Some Other Method for Assessing the Qualifications of CPAs from 
!'Jon-Substantially Equivalent States. 

See Agenda Item VIII.F.4. 

6. 	 Consideration of Whether There Should be a "Safe Harbor'' Period 
for Providing Notification to the Board. 

Ms. Sos reported that the practice privilege commences upon valid 
notification. However, issues came up as to whether there should 
be a period of time after practice begins and when the notification 
could still be submitted to the Board without penalty. IVIs. Sos 
indicated that the Board wants to encourage compliance and 
notification, but also wants to ensure that no consumer harm could 
occur. 

It was moved by Mr. Blanc, seconded by Ms. Flowers, and 
carried that notice is due on or before commencing to practice 
but there will be no penalty if the notice is given within five 
business days of commencing practice. This regulation will 
remain in effect for two years for transition purposes. There 
will be a question added to the notification form asking for the 
reason for the late notification. The form will also require the 
date of notification and the date the practice privilege 
commenced. This information will be used to assess whether 
the "safe harbor" period should be continued, modified, or 
eliminated after the two-year transition period. If a notice is 
submitted after the five-business day "safe harbor" period, a 
fine will be imposed. The amount of the fine and the process 
for imposing it would be the subject of further staff review and 
recommendation. 
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Ms. Hillebrand requested that the minutes reflect that this 
recommendation was not a unanimous decision of the Task Force. 
She appreciates the creative thinking done by the public participants 
but still believes that, as a matter of policy, the concept that makes 
practice privilege acceptable in lieu of a license is that the Board is 
aware of who intends to practice in California before they begin. 
She indicated that she remained in dissent. 

7. 	 Consideration of the Procedure if the Individual's Fee is not 
Received on Time or the Check is Dishonored. 

Ms. Sos reported that the Task Force recommended the following 
procedure to address payment issues: at such time as it is 
determined that the payment has not been received, is late, or the 
check is dishonored and these circumstances are not the result of 
an administrative error by the Board, the Board shall issue an 
administrative suspension and a fine for failure to pay timely. When 
the fee and the fine are paid, the administrative suspension will be 
lifted and the practice privilege will continue. The amount of the fine 
will vary depending upon whether it is the first occurrence or a 
repeat occurrence. Ms. Sos indicated that staff would recommend 
the fine levels and the process for imposing the fine. 

It was moved by Dr. Charney, seconded by Mr. Blanc, and 
unanimously carried to adopt the Task Force's 
recommendations. 

8. 	 Consideration of the Standards and Process for Determining how 
the Disqualifying Conditions may Result in Denial of the Practice 
Privilege. 

Ms. Sos reported that the Task Force concurred with 
Mr. Newington's recommendation and directed staff to proceed as 
outlined in the memo provided for this agenda item using criteria 
consistent with the way Licensing and Enforcement staff address 
similar issues related to applications for licensure. {See 
Attachment 4.) The Board concurred with the Task Force's 
recommendation. 

9. 	 Consideration of What, if any, Additional Disqualifying Conditions 
Should be Specified by Regulations. 

Ms. Sos reported that the Task Force recommended that the Board 
adopt a regulation to clarify that it is a "disqualifying condition" to 
have an unresolved administrative suspension. 
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It was moved by Ms. Flowers, seconded by Ms. Hillebrand, and 
unanimously carried to adopt the Task Force's 
recommendation. 

10. Consideration of What Minor Infractions Related to Licensing Should 
be Exempted From the Disqualifying Conditions. 

Ms. Sos reported that the Task Force recommended that two 
categories of minor infractions: infractions resulting in administrative 
citations with fines of $5,000 or less and infractions in which the only 
penalty is additional continuing professional education, should be 
exempted from the disqualifying conditions. (See Attachment 5.) 
The Task Force also recommended that staff study the specific 
dollar amount ahd bring a recommendation back to the Board for its 
consideration. 

It was moved by Mr. Driftmier, seconded by Mr. Johnson, and 
unanimously carried to adopt the Task Force's 
recommendation. 

11 . Consideration of What Should be the Criteria and Level of Discretion 
for Administrative Suspension. 

Ms. Sos reported that the Task Force recommended that the 
following items identify the criteria for administrative suspension. 

+ 	 False representations made in the notice. 
+ 	The individual's lack of competence or qualifications to practice 

under the practice privilege in question. 
+ 	The individual's failure to timely respond to a Board inquiry or 

request for information or documents. 

It was moved by Mr. Swartz, seconded by Ms. Flowers, and 
unanimously carried to adopt the Task Force's 
recommendation. 

IX. Examination Appeals- Personal/Written. 

A. 	 Personal I Written Appeals- None. 

X. Recommendations of CPA Qualifications Committee. 

A. 	 Appeals. 

1. 	 Personal I Written Appearances- 1\lone. 
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STATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY , ~S~oi' 
Califom" 2000 EVERGREEN STREET. SUITE 250 

Departmentor 
SACRAMENTO. CA 95815-3832 

TELEPHONE: (916) 263-3690 Consumer 
FACSIMILE: (916) 263-3675 ffairs WEB ADDRESS: http:Jiwww.dca.ca.gov/cba 

Practice Privilege TF Agenda Item I. 
September 9, 2004 

Board Agenda Item VIII.F.1. 
September 10, 2004 

DRAFT 

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


July 15, 2004 

The DoubleTree Club Hotel 


1515 Hotel Circle South 

San Diego, CA 92108 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
1:35 p.m. and welcomed the participants. Ms. Sos indicated that to ensure compliance 
with the Bagley-Keene Open Meeting Act, when a quorum of the Board is present at 
this meeting (eight members of the Board), Board members who are not serving on the 
Task Force must attend as observers only. 

Present: 
Renata Sos, Chair 
lan Thomas 
Gail Hillebrand · 
Harold Schultz 

Absent: 
Thomas lino 

Staff and Legal Counsel 
Mary Crocker, Assistant Executive Officer. 
Patti Franz, Licensing Manager 
Michael Granen, Deputy Attorney General 
Aronna Granick, Legislation/Regulations Coordinator 
Bob Miller, Legal Counsel 
Greg Newington, Chief, Enforcement Program 
Michele Santaga, Enforcement Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 
Jeannie Werner, Deputy Attorney General 
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.t r .r, 
r: '····4•· • 

.er Partie' ants 
·;:.,):J:~me D'Angelo Fellmeth, Center forPul::l!ic Interest Law 

Michael Duffey, Ernst and Young LLP 
Katie Go.wld, Society of California Accountants 
Harish Kahnni Administ~~Hve Committee Chair 
Richard Robinson, Richard Robinson and Associates 
Larry Seh'rrri!;z:er, California Society of Accounting and Tax Professionals 
David R. Stabbe, CPA 
Jeannie Tindel, California Society Gf~G>ertiried P.lJID'Iic.Acoount:ants 

Board Members Observing 
Richard Charney 
Donald Driftmier 
Charles Drott 
Clifton Johnson 
Olga Martinez 
Stuart Waldman 

::.--:-~f'l,gt~t[.':";ftr~ 1 :;"lJ~:r·t~; n · j~tit f)t~;-1-~~::;~ht'· ::tt_,_ 1 ;.· .t.!fti~ l"'[t..:'lfT'tt\·~t~~c~\:l ~n~"' ··~ ·''0 

It was; m:Gr\ted{by iMf5• .S;ofil:ll!ltz, ·s.~QQJ~d~cl ·b¥-~~IV!r~ T~~!r.l.ir~~,,:j~!li!~(!Jt!.~~~Lt!i'iO~~I~,~~r.l~d 
to ap p~ro.v:e.tflle.,m-in utes ··(j)f.,.ti:J&.:;MayA,~; ,2Q,(!)!4,rbiAA~rC\~~~·R~li.c;~l'me.eti..mc_~·-1 ~ '" t:T ,. , . 

II. Practice Privilege Implementation Overview 

A. Update on Legislation. 
,....r-·'(1"}( !'" 

Ms. Sos reported that a great deal of activity has occurred since the last ll&Yl~JJ89., 9,~th,e­1
UAA (Uniform Accountancy Act) Task Force. The practice privilege propq_9~JrW,C§IS·,. 1 (. 
considered at hearings before the Joint Legislative Sunset Review Committee and the 
Assembly Business and Professions Committee- where it received the unanimou~'"'~ , ·. 
support of the committee. The next step is the hearing before the Assembly_.\1•. , . ~:-: 
Appropriations Committee, and staff are developing the fiscaf impact analysis in 
preparation for that hearing. ,,,3 r;;. 

· · . ·, ~. ~~-· :£.; :-· ~.,.. s_.' ~~tt::. . , 

~s. Sos noted that the practice privilege s~atutes are inclw@1~8r1~!ri\~~fl~\G>J;JI~~~re~'s'"· 

bill, SB 1543. Ms. Sos thanked Senator Flgue,t:@,@,fft~•.r~~f;)fEla~~r~,ru~&s@lnq1~RQ~!:Jitggts 

Bill Gage and David Link for their aS:$i~tarJG.~-;;r! :~·rrjr .. m'', ~, . _. , 


·e.~ i .) <svc.. [ .s , · 
Ms. Sos added that the practice privilege a~;F,l.~Qa!i:IFltW~~~·I3S~§~ffi~e F?-rftJ.;f}~.~~P.t/· . , , 
regional meetings and was very well.received. SM~rJJYP!J.Y~~~~n~b~~;~;{,:~~~ ~fl~JR·~~~.gf!ll bE?,. 
a model for other states as well, pa~1cularly on~s that hav.~~~e·!ifA :~~~~~;~dftlt~::·l~:sues 
and decisions similar to those considered by th1s Board's UAAt ,'·fS1e,.. ShE?,,._ql$o

• ~ ·w· """',I {~"~~' ~ ·;. ~ }­

reported that, at the NASBA Western Regional Me~tmg..,fo~;eprese.m ;•. Jlf:FS frpp;I·pf~er 
states indicated that California's approach had solved the problem created by the 
tension betWeen the UAA and the various statutory schemes under which state boards 
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of accountancy operate. Mr. Granen added that the AICPA/NASBA UAA Committee is 
interested conceptually in California's approach as well. 

B. Issues, Meeting Schedule and Time Line for the Development of Regulations. 

Ms. Sos noted that the reason for this meeting of the Practice Privilege Task Force is to 
formulate a structure for developing regulations that are necessary to clarify and 
augment the statutes. The goal is to have regulations in place by November 2005 so 
that notifications can be received and processed on the start date of January 1, 2006. 

Ms. Sos indicated that the process of developing regulations will be akin to the process 
used in developing the statutes, with a focus on maximum deliberation on all pertinent 
issues and input from all interested stakeholders. The objective is to develop 
regulations that maximize consumer protection and support cross-border practice in a 
way that is efficient, effective, and encourages compliance. 

Ms. Sos added that this meeting was primarily for planning purposes and that major 
policy issues would be addressed at future meetings. It was the consensus of the Task 
Force to schedule a subsequent meeting for the day before the Board meeting and to 
schedule an additional meeting on October 7, 2004. 

C. Identification of Additional Issues for Task Force Consideration. 

Ms. Sos then called the Task Force's attention to the document titled "Issues/Regulatory 
Development" (Attachment 1) and briefly reviewed the issues and time frames. She 
then asked if there we~e any additional issues to address. 

Ms. D'Angelo Fellmeth suggested that one issue for consideration is what will the Board 
require of out-of-state CPAs to demonstrate they meet California's requirements to sign 
attest reports. Will any additional documentation be required at the time of notification 
to ensure they are qualified? Mr. Robinson emphasized that a practice privilege is not 
the same as a license and that it was not the intent to have the Board's licensing staff 
assess the attest experience of those with practice privileges. Ms. Sos indicated that 
this may be a sub-part of the issue of what, if any, additional requirements there should 
be for signers of attest reports? 

Ms. Sos also suggested that the Task Force consider whether a random audit should be 
triggered when the notification form indicates that the CPA will sign audit reports. Mr. 
Robinson expressed support for random audits and indicated that his clients would 
maintain the records necessary for this purpose. 

Ms. Hillebrand suggested that record-keeping is another issue for the Task Force to 
discuss. She indicated that practice privilege holders should keep and have available 
certain records whether the Board audits them or not. Ms. Hillebrand also suggested 
that the Task Force discuss the level of discretion as well as the criteria for 
administrative suspension. She further noted that the issue of when a California license 
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is ti·eed~\trrrl'ay· need to be discus·sed mice 'SO thcit1tne'"fask F6f.ce dm eensider the 
outcome of the Enforcement Program· 0\ye'rsigAt'10bm·miftee's di'scussiiofl related to ­
internet practice. 

Ms. Sos then identified two additional matters for the Task Force to discuss. She noted 
thafarf1ec:fucatioh s'~a outr~a:e~:plan n·eeas.ta 'be de\ri~ld~ea{te effeofivsly~communicate. 
the cha ' "'s:tcJt~a1111ltih5etis§ers~Y::pp('aaditrort fH"e 1'fal&k FbTieeJf¥~etl~ft(b~:fna~~:-:a, ,, , l 

re atl;&n·"<feHh·e S:bartiF'regardirl'@~tille~ree rirffro8nlfer:;~:raidtrce'priviile~es. Ms. S.os' 
fu ·itafe¢cPU¥~t the wBr8iHg on tH@ iss·elef 0'i'i 'exeHflplions ffbrtF'dis~uali'ijiiflg ­
conditions nE?eds to be revised to clarify it only applies in the licensing context and not to 
otf.ie1rirca1'egtir1e~ 8f'~'iS'qutiHfyrfrg'C'(#l'!lf;iiEibns §8olfas 6rimi'f.H31I'od:n1\7)cti:o"rlst.'''' . 

""' ·! \ ~ .•~ ~~- '·~.{'i;)• • 1"',"' 1'," 

111. Notificati€lft' 1'P:Brf.n- Cdns·icle'r8:t10'ni~f H0w)_1f'$hth:lltl!t!le~Rafn'otec:Fiff'R'egutations. 
, ...,, ·..;•··}r'''.~,~:r~r·t ""~t~·*· _, ~l:'~ty",'-'i -n:_'?.f'J'(Jtl~ i~)~f; ""'trJ~I~r6~tt.f\f~ !"4_t--r';u==}i"t' -~ :~~ ... - ·v~dt 

Ms. Sos indicated that one of tf1elqtl~stian8' 1~:el8J'Fe'"l:lie task 'Fci''fce~s \fi;f.fefh~Nhe ·Bc:>ard 

should t the notification form itself in a . ulation or adopt a regul tion that contains a 


then1'1Eftfiffg$fli¥.·~~~f3ft;H:;;r,li. 


expressed concern that, if a complete ' was 

necessary every time the form was modified, implementation could be cumbersome. 

Mr. Miller observed thaF?:i~'Sl~~'@l'il'a'~the~§§ltffi~iaTre§t§:lafe'!iY ~leffi~Pitsllia1ffi rc:~es6rlbeCI'ih 

the text of a regulation, it was not necessary to spell out the precise terms. Ms. 

H ebfrrY:·'· 1 t(ef~\~!~~iit~ ;: f.;o~~~ ~!~~~1ftir~'l!t1e 1 ·' 1 &Eflfo~f~acl1!vf,jer;1sehsHs.by


• t ""'l'•¥.i:';ll"·''~rt~; '' •.•.·.. . •' .. ···.;';.);.,.<<c.·.'":~4.::>:.f"•-."~C4"".'1''"~. ·,'.'"'~'ell<)!'t!M\~.r.ff' '""ld. ili.'·.·l;.'•>'··.·.·.'.I;Jrev1e · . · "1·erm~· "' · J:I~;~ , . ,, ·fir:A:t1S'1we.-Vt~'-~®l?e:<t'll·l"VNG~;~· ' · 
be a fairly easy matter to descri ·f~nil!sliH~\fa 1 1tl!A\luer:ro'i&cn~icirt1Hf~·was: 

by Ms. Sos, seconded b Ms. Hillebrand, and unanimously carried to 
.ltff,r'td'!i;..u. ti:r!~,-1!. "-l-'l:iii~f1l•i¢""' • r.;;~..,t..-~. t · · · ,, ·:·,);+.·~.···~.l_41.'''·""'·'C'.I.•.. .~~~w ···~&."· ~> t;·: -, · · · · ·. ·:''L:na~;· 'tue'IJ'ea-r · .,.....,,.a!t · · ,, ·•.'1~Eh;a1J' •\cl\le\lt'a-o ors. ·. 

1i:fictcfl:uf1ea(jint · ~~~~ilit~1liire:g,;wtationJ. i') q 

ni'!';~,..•,,.~·H..-··.,., '<) ; ~·:: ::w; 't:, :~'3' lAJ"'ifi ·.:;d · ~2':'3!'· 

1v. o"'Brf~iats·rEftH5n4df~rr?ithe~ r.rne~@f8;~t1ili~iffi'1f3Ef'aJ!fli$ar€fiH~MD&rz,~~-gfr.l'enJ1f&rE:p.fiovidHii:gf ··c. 

N t.f~i.r:;;,·liJ-if• '."'•'''l'iL~""''-R1!!''' ~ ·-·~"·lillc ·~,,-H .:;.,/<::o.f'i "'' '·t'·"'':4f"" -"'"''\A" .; "~'ri' ~, ..~ " .~., . , .. . .. , ..0 I I'CadGlT'l t'O ''~! re· t:>'OafUl';L · ' ~· · '' .. '- ·· " ·"• ·v •' "' • '"'' • ~~ ·~r• -"' · - •· ~ r 
-~rkl'~~1 ~~\~c:!~t~t:t:~t.J\"'i; t!.t":):~~. ~·tv1 ···:.rf~"'~·t·C~ '4~!\~,I~/ .:_., .. ·';ft~ ~t:; ~:::ru:J• '\ t~?59'tl'~· ,..~r~, ,;~:-.:·. 

Ms;1'gog8do~¥!f:rfi1a1:~ffl@1f§$l!i'e e1ra:·1~i~tEf.fe1 r.ra~sdt" ~e;~ibtl,.was't~ ise'tlrsse<Mt::E~}~P\'e +asl~'rtreeli r'l'~:f 
of the UAA Task Force. At Ms. Sos' suggestion, it was thef c5nsre't'ls€isttDf~f:le·'..Fa1S"k' 
Force to defer consideration of this agenda item until the September meeting. 

·~" .JLJCfi~""\~); ~;t·:· rG "~'1: .. ~" ..~-t- .. - "\ '::_3;-+Y..-;r~"•JJ ·~f·,; ,. .:·,"- '"2S-- -jt"\: :srq ..-'·:. 0 ­

v. c6Asid~rati&rti8t'Wrf~fn~r''tn~0Sbaf~ Slf.il~l!fl~· ~(!)tcep~lf\J;&:$;~~~s'i~l3-s'igrratiGJrr1l;)f s,tates=, 
as Sub'~faif1'tlif'l~1(~qtrlV/alentl0StiSfe~f1tcPBaarcl>Review91~-~ r9e~ela~a;J.ts t®:w·fifill!ist\ :: ! ; ­

~:~t)(:f'H .!G. 8~t{'}· lCJT \f1S:1~;~9J/I\~r·, ~O\r,"""tY~i ~.~~, ... , :.:" -1 r·q r~ ·~ 

Ms. Sos repq[ted that Diane Rubin, NASBA's vice chair-elect has agreed to attend the 
Task F=orbe's~nt§xt l-ne'iittrn~ tW~rb\li'cle''iAfofma~i&Fi'"abc;rrit~~~.s:ffi\£>..\s~~t@'Q~s-s f(!)rh ·.~ ... ·­
detetrN:ffiri:ngSstil)%~a;n1fa]Oifqu!i,Vfflency. ';i'fi.'tJ!fol~. <t$~&g'€'•s1U~fgesli'c§;nY,I:~ifwa'§ttn-9•obrnsensuts ,of: 
the T~~k~Ft:Jrce 'fo 1Clefefaetibfi orahis agenoifriiem'~Uritil"afteflt\11§, RU!Ji'n·'s Temark:s at;the 

I 

next meeting. ..._. '· · · -· ' 
' . 

4 




Ms. Sos then asked Task Force members and members of the public to identify 
questions to pose to Ms. Rubin. Ms. Hillebrand commented that she would be 
interested in knowing how ethics requirements differ from state to state and how this is 
addressed by NASBA. She pointed out that NASBA evaluates substantial equivalency 
to the UAA, but not to California's laws and regulations and that she was interested in 
better understanding this difference with regard to ethics. Ms. Sos commented that she 
would like Ms. Rubin to provide a national perspective on ethics requirements. She also 
indicated an interest in knowing if there are problems that flow from the absence of an 
ethics requirement in some states or in the UAA. Mr. Schultz observed that states are 
adopting ethics requirements, but that the nature of the requirement differs from state to 
state. 

Mr. Robinson noted that the key to the practice privilege proposal is ease of entry 
coupled with providing the Board with the information it needs to protect consumers. He 
expressed ~oncern about revisiting issues that had previously been discussed. He 
noted that the benefits of the practice privilege provisions could be neutralized if the 
Board added additional requirements such as a California-only ethics exam. Ms. 
Crocker indicated that the reason this item was placed on the agenda was to raise the 
question of whether the Board will make substantial equivalency determinations or rely 
on NASBA It was not intended that the Task Force revisit the basic concepts and 
decisions related to practice privileges. 

Ms. Hillebrand added another question she had was whether people might be locating 
their principal places of business in states with lesser requirements or weaker 
enforcement and then practicing elsewhere under substantial equivalency. Mr. Granen 
commented that the practice privilege proposal addresses this concern by allowing our 
Board to discipline licensees who come to California under practice privileges. Ms. 
Sigmann added that the proposed statutes also enable the Board to notify other states 
when a violation occurs. 

Ms. Sos indicated she would like, at the next meeting, for the Task Force to consider 
the relevant statutes and regulations from states that have adopted NASBA's 
substantial equivalency list. The Task Force could then ask Ms. Rubin about the 
experience of these states and what issues have emerged. 

Mr. Robinson suggested that the Board would need to individually consider each state 
on NASBA's list. He noted that the Legislature might object to the Board adopting the 
list as a whole since that would appear to be delegating to a private entity. 

VI. Consideration of Whether the Board Should Accept NASBA's Determination of an 
Individual's Substantial Equivalency or Use Some Other Method for Assessing the 
Qualifications of CPAs from Non-Substantially Equivalent States. 

Ms. Sos suggested that consideration of this issue be deferred until the next meeting to 
allow Diane Rubin, NASBA's vice chair-elect, to provide information about NASBA's 

5 




process for de'termini'ng "S'wosla1nti'ail·eqi.riValency:·' lt<wa:s' theJcC>nsensus ofthe Tas·k · 
Force to con'curvHH1 r\lls: Sds';stig~Wsfi6'n. .. ' \ . . . · 

.)t ;:.~t~i .'\,t'• ·-~~(... , '\< '"t:"" "'{'' . • 't)-i'-~ ~' '' ·~! -~·!'\' ,{"•"tt,.... • 

Ms;':·so~;''dbs·erved that with 45 sl.H::lstantl~;lf)' e~Lifvalenfstate§ and the i'four of teh" rUle, 
it isffK~~(~\\trfa~t'~tFrehi~'wo'LiiCl oe Vef~ few 'Hreensees'1whcf·woi!JICl1he~l!l'·fo,qiJ§Iify·for ' 
sub~~t~.fft~(~f'e\g~'i~al~ricy"il's in·dfviclufils:. S1h~;e~p~Fess~d· af\~:j~:t~restlj!~ eis'fa-~fl,ing more 

1 1	 1 1irifcslfrnf§~i&n- f-~~f~fc!ffng'' A'ow··h1~:~yrp·e.8.p l:e ~~~U'IcHf&IT1iifl' ~ntisEoateg®'ft .o 18'1-\€• a'd d·e·tr th·at 
creaent1?1lf~fef~\S~:7~e'iilgw 1i~ a sixtME:elgiit:..wee~<pfOeH·ss, a"ria qf\Meuflcl noro·e~-1Yraetical for~ 
Bocfr'd~§l!aiff4Y!> 7t:Jir1'aerta'R'e·::such :ar~t.~VieW.' \ · · ·"· -..~:':'' "':f''"-', · · 

VII. Consideration of Notification Payment Issues. 

A. If theti·naivithla·]\<does:hat· p·ay''tlie'fe·e dr the ·check 'is dishonored I sholiJicrthere· b'e a 
1i'mit t0'1\fr\'e·hurrrfu~tr:·ot:·swose~u;E§nt·notirhJa~iorl·s?"~.. · · · ·--;·\1 .·o ,(, · "" 


-.~ .. ( ··..·:~~:r.~:-1~·~~"1.~~~~~ nl~' ··~,...,_, l{.1:~.'~·~~~\-':~·,ly ''1rrt ~f;;t'1 {· :l:t",· , 1 .•'':t. .~,'~c...;··'.':.·;·_, 


Ms. P'r'~h~ r@W8rf&&fEtFfa11td1Rfgp?:fe:if~~~·<nscEr!~iWI;~~at~~'rl1il.¥s:is~tjfl~~'f0n~:o:~ssa:r.~· t'0;: i ... ' 

identify ~h'-a very:ri"it:JA!ileve:iD.fl}~LkAf&r ''':t ·'·'wzf:ti¥i~ ~'we@j· . ·~lWWqUit:·rr;\·;·"1" ~:rti~":. t~. , , · .. · 

~~,~rk~f·~~;;J~t~~~2~J:~ran~ ~f.~l~ '''"'~~~J;~;~,It~~;J:~~il, 

war ow Crl'a'l'e,'" wo 1 ·we 	 . •·<q'IU'SSLIO:RA'o:t:a:s;t.:\o ''"·'t~'l'8''1l'l\1Ji1Xf;Jdllla · 
does not pay the fee or the check is dishonored, sli'01rni€Jiit.f1e:4st:i11§mis'sietillef11s!'l~:0'seqtJe:nt 
notifications be limited or prohibited? Also, would this be the same as if the individual 

1ne.;t'~r1 §-tJ·ffiirfJiitt~H:~~ng ti oitf6'ef!·anet~~)s' fne'r~fte(~~lff<vio1~~i'aill!'fol~·~fr.a>Ctibl'rn!J:~witliiellft1a·1 r • 

pr~~!},~e:"'pr!V,ti~ig'~"!·.:,;:~.,:'.l.'T·~··";~~~;~:.:~~::~.· .. :·!!:-~'·'~::~'.! -~l~t~ 1N 2:j;;;:!;\'c). ~·i ~,-,~:"'.;eud ~r , ~,~'-·~~~:~ : 1;r~, .. ,., . 
1~1f. ~\:':irtttJl ,h.~~ f,Jo.) 	 "'" _,,,: ....,., ""l;1.fTEt-..,1· • k\-·,~'t_;;;~c,~ ;,_.,_,.. -t~n-~\('f"'~-1~·..._J- ~..tif,t.:t\~;~~~r~~;±,'l1i·t lJ~~· fh~+-~~--ftt·~~-t'$~J~#.Z: 1~tfJ~ tU $'1~t~f~\r\tS~Jf";'J D:i~,t~.~:~~~~~rt: 1 J \ , """,;• ... ,, ' 	 · ~~·.v, ,,._·>i.J~,J ,;or,... '-"'1 • J 

~ '/;") · · ~~-~~~n:::.t !1. ~ • ~"~t:'~:·J;,~t-~ Jf·~,--; 	 ~-.A!· r:!tt ·x..·;"M. ~..... ~·~:i' ,.t .•• " J~"'~ t \-~~.,._.r•. ~-,.,. r.· 1'el,--1, 	 ..DLJ ri:rf 'chs ·· 	 .nt~~;;GEJ} ---·- > ~nf,·~M9~·1tf.i:e,•tm'i§ltivl~\ru'a~l··lmiCD1 ' j 

:'\e. 	 . ~o't:..~'l~;~?s'~~c;.'i'e··:·'A'a-:.~:.~. .· ;~"'--irle:'~-~-'·tilJ;!c-·l::.··e~'~ 1'~~'"" 1i:!l·re··....,..+.o'"'e··;;;J · ·be e.x.· . . . 	 ·· • 't:J va~n· · IJ 0 -~ .ail1·\!!.lil~ ·.•~~- 1;;1 .\~,.~~Ji...r~~l' .. "~1Jf 11.: 0'- '· 

thc:ftS:t!l~~~~ ~ls:;a pds:s[b'flit~1ilfl· ,"H~htscla6t!lld;ref.Lise tt0~t~ayi!if@115i§:~ilVli e:;-~~·fili'eocttu§'~'lllble f@!f>,f\21 r : 

was technically not authorized to practice. Ms. Franz suggested iJH1a~A0'fl1ello~ptro·n"wO"UJlaJI·t 
be to gi,ve the individ_ual ao_ opportunity to remedy the problem and to terminate the 

1pra c1fW~~8·p~ri\ii l~g~qf1-fn e)1nfahef1tv~1s rii0~Jf.e'SO'I0.e'ef Mr. ~-f<~;ri1~r\1e*p'ress~~irat<T·~iH~ere'st'.in ;_;' 
there beir~g :-at·~{lg~fi{1tllife~~crl1l~ll1e if·H:>1ifi6'"afibrr~a;f.!te· s1Dl'§fgeste~'::.rl\l'~oriie~\w.ay:;tt5~ch) ~li'is·-wcrUJiar· · 
be for a c§l~~'ed~r(;r'l¥,~it6~':~c'dt5'rr1p1~rW''fK€tf~•ayrt:feF!~.-' ',, ,:, ,,, ""' . ' n~Jhfi'r1;~J09 h·.' ,. '' Ot •' 

·N!etr~-i':3tri~,..~ ~~\/;~~~<l~ ~r.;t.J:~-.:.- ~t. 4 ·-tr·· · ~~ ....~".:· c;J~>~-~~-· ~{·., C.1 1 )tt.tj( t:.t}\t'"' 

~t.~~-: t·_.....t ',-.·:,.··.~~.J-r.'"ii'\"ir!'..,:--·.~~..t·1 -~·~'-t\"?.!t'.. ~:: .t.":'-r~"·"''"'""" \ ~..,r~- ..., ....·1'.~.· /J•.•.o:- ....1.• r~ ..., .. ·~... ~.,., 1·t.r.~~. • .~B. 	May'a notlfl'ca-tro'n!'l)'e' wltl:l'C!Jrawn 1j~hlorito'4'4e•e'Xpl'r:at:r0n\tof~'th-e 1 B~0::€J,ay payll"i'ent-1penod? 
J~~· ~·~_;:.• ~·4~,~~t~ :t)T 1)()"{j,.;:,·J\/~ ~qf·~:j(' ~-t·..I(J~:~: ~:~~\..) !) l")f'i'S11·)\j•:j(}:-j Gii'Pf~;;pn, · _ (·' IJr ' 

Ms. Franz called the TaslfF&h::e'rs"''a-tte·ntidnltt5'-~lfle''rre*t'1-ssne' irl'h·er:d'uTy:e, 200Z!:;Fmemo: 
If ar ingi~idual submits a notice .and subsequertly finds the California practice privilege 
wi H'rH:5tLP~,- t1 ~ecle~d ' :hiaj.,- fhe ·m:~Hficafi'oh'be '\.Vithd r'aw&l'p r:i <D·t<to the e)(~1i Hi:rbi'~n of Mere .80­
day paymenfpe'rioti'? rf'sb,\.\HII'paymerft be wai\:t"ea'T(tidl reoeM~d,'tDr if'receiveal:~ 
refunded? It was the consensus of the Task Force that the full fee would be due upon 



submitting the notification and would not be refunded. Mr. Schultz indicated it should be 
treated the same as a nonrefundable airline ticket. 

VIII. Comments from Members of the Public. 

David Stabbe, CPA, provided comments and posed questions to the Task Force. He 
asked if, under the practice privilege proposal, accountants from other states and other 
countries could come to California and practice regardless of the requirements and 
standards they met when they initially became licensed. 

Ms. Sos responded that to obtain a practice privilege the first thing that is required is an 
active license from another state. Practitioners from other countries will not qualify. 
The second requirement is, if the practitioner wants to sign attest reports, he or she 
must meet California's requirements. Ms. Hillebrand indicated that the Board plans to 
conduct random audits of practice privilege holders to see if their qualifications match 
the assertions made in the notifications. 

Mr. Stabbe indicated that he assumed that the practice privilege requirements would not 
apply to tax services. Ms. Sos responded that the requirement would apply to 
everything that constitutes the practice of public accounting as defined in California law. 
Mr. Granen concurred and clarified that an out-of-state CPA would need to get a 
practice privllege to prepare tax returns for California clients. 

Mr. Stabbe then expressed concern that other states would enact similar laws so that 
there would be fees for California CPAs to prepare tax returns for clients in other states. 
Ms. Sos indicated that the intent is to enhance consumer protection while at the same 
time making it easier for CPAs to practice across borders. The intent is not to make it 
more expensive. 

IX. Agenda Items for Next Meeting. 

The agenda items that were deferred at this meeting were scheduled for discussion at 
the next meeting. Also on the agenda are the items in Attachment 1 proposed for 
discussion at the September meeting. 

There being no further business, the meeting was adjourned at 3:30 p.m. 

7 




__ 

State of California California Board of Accountancy 
DE:!partment of Consumer Affairs 

2000 Evergreen Street, Suite 250 
Sacramento, CA 95815-3832 

Memorandum 
I ' 

Practice Privileae TF Agenda Item VILA-B. 
July-~5. 2004 

Board Aqe~da Item Vl,ll.F.B. 
July 1.6_, 2004 

To 	 Renata M. Sos, Chair 
PraG:tice,.Privilege Task F~orce Members Date : J.uly 9., ~004 

,'i'Jf:1 . 
Tele,phqne : (~1B1;6~:1,j740 
Facsimile· : (91ti1J,g$3~3676 
E-mail : pfranz@cba.ca.gov 

From 
J!l .. 

,.. 

Subject: 	 Notification Payment Issues Related to Practice Privilege 
... 	 t... \: 

~l'tff~~.·~d_;~.tE: 1 ~(;~,; <-~~~~0·}\l'lG<1 ;:~tn~J c.:~ 

Atrafc:!ll·e·a:·f0'F~Jfev.i:ew3:ls'ta~;!li~tl~le,)l§Jt;~l.€lw,~omall,~ciia@rl9Ltmrmdtl@~b'e~~Ji9~~e~$:s~·~slm~!:sti;o~ro-~e" . 
by staff f:o r~tble :praoesstrrrQvoftrfO'fifinatier:i .:fG.'J;ros,tor~:Gaallf!1llrrnia: ·p r;aG)tiQe)JD!rtiMU ~,§e 1,_ :This 
i:low chart assumes the follo\1\lhil§i.!· ~,u-·· -- ·n1 ··· n~"'n rf;' ,··Rr}c.v' --,• ·;· :.,n 

• 	 T1~tt !Nfc§.J:itietit!t' ·· ·•· ·-: ·ql'l4g~~~rn~F1t~tf"r®:@1}ri{{fi~7J5; ifG(.1t/fl:e.tRrrfvi1 )i'>~f!BJ/f1,1f?,atiaeJ?idt>lic 
''''fA:'" . ... . . '_"'"l.j:•'-''''''.. ''"~. •·'•''.ll·'~k.'"....,..-....···_.··_.·,;,.·,._ .._,"''.''1'__·."."~(.;'"''."·"'''~.·. . ·. . ·.· '.· 'f'v··.·_,{.l;;.·'.'"--.·. '•_-.''.1'····"_.·., '"'.l"l~. •;-,' 	 fliit0ijlil\'J~WI.:>to::~8lfq"(SI!~!-;ue:~0)';)\,, i .~~J,!$;1:t$1~i(Li~lllli9CVI 

rflfl~iEJtW' .. ..·. .. om11®f~:cmi'rii~'I~~~m:~~~tHra<f.Ginm~om~lhtte:i&rid~w~~~at'iiiJrr@ tm:et 
for~.f<freM~fte<:_!Wa" ?.'i<'.'fh"(: .J a:~f\"f:::>s '-"!'11 ' ·St:<1 ;i 1~i-2se QtPhlf • .--~ 

• 	 If the form is completed on-line, information indicating the individual isi!O.~j;}1r.8:etiu:e· · • 
privilege holder will be available for immediate viewing on the Board's Web site, 
unless the individual answers affirmatively to any 0':f~ne~~isqlf:allfy·i'~gjlf~~r&i'es~h5n:S;; · 

• 	 For. those ho decide to download and mail the form to the Board, staff will enter 
'tR~:Y~ft ·o~ rq"R981~~~1§f,;u:Dr~ . . EJ:!J}~K,!a ~a:n1sViers'~affiht)ative:rs.fwba1nY1 ~ 
of th~ l OfYihg ~q'tl~stro:r1·s. 0 he\ ihfor .. JM~is n1putctHe~l'nforlm~lTien wilY 
be immediately available for viewing on the Boefr~11$iltr(/iel3csitei!~'"'1('- '"''' ~c· ·· · 

• The individu.al.has S.Q:oaY.S frorn.the dp.te qf giving.notice to submit payment. 
'~ 1 ,(- ...,# r--:, ,....,;;.('\ ~tt-t ~t·R ~~"1.1-;J Drqr~.,...}f''" 1;r11 ;j~f.t,~f~t~..~t:rf .. e-c' "'· 

While discussing the process, the following questions that have policy implications 
were identified by staff: 

1) 	 If the individual does not pay the fee or the check is dishonored, should the 
submission of subsequent notifications be limited or prohibited? 

This issue was identified because of the possibility of situations such as the 
following scenario: 

• 	 An out-of-state licensee submits a notification for practice privilege in Cafifornia 
on January 3, 2008. At the conclusion of the 30-day payment period, the 
individual does not submit the required $1 00 payment. However, the licensee 
submits a subs~;tquent notification for another practice privilege on April "1, 2006. 



Renata Sos, Chair 
Practice Privilege Task Force Members 
July 6, 2004 
Page 2 

By law, the requirements for holding a practice privilege will not be met if the 
individual fails to submit the payment. If the Task Force concludes a limitation on 
future notice submissions is appropriate, it needs to address whether this 
disqualifies the individual from eligibility for future practice privileges. If so, the Task 
Force will need to discuss the process for and length of disqualification. 

If the Task Force decides there should be a limitation on subsequent notice 
submissions, regulatory language would need to be drafted to address this policy 
decision. 

2) 	 If an individual submits a notice and subsequently finds the California practice 
privilege will not be needed, may the notification be withdrawn prior to the 
expiration of the 30-day payment period? If so, will payment be waived if not 
received or~ if received, refunded? 

This issue was identified by staff because of the possibility of a situation such as the 
following scenario: 

• 	 An individual submits a notification to the Board on June 1, 2006. On 
June 22, 2006, this person is noti'fied his or her services are no longer needed in 
California. 

lfthe Task Force concludes there should be an allowance for an individual to 
formally withdraw the notification it needs to address if there should be conditions to 
this withdrawal. For example, should withdrawal be limited to people who do not 
come to this state at all, or can a person who enters California but never practices 
public accountancy be eligible for withdrawal? Should there be a limitation to the 
number of withdrawals, and should an explanation for withdrawal be required? 

Again, regulatory language would be necessary to address the policy decision of 
the Task Force on this issue. 

I will be at the meeting to answer any questions the Task Force members may 
have. 

Attachment 
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Practice Privilege Notification Workflow 

Hardcopy notice/paymentcoupon is received by mailroom staff. 
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Practice Privilege TF Agenda Item VI!.A-8. Board Aaenda Item VIII.F.8. 
July 15. 2004 July 16, 2004 

To 	 Renata M. Sos, Chair 
Practice Privilege Task Force Members Date : July 6, 2004 

Telephone 	 : (916) 561-1740 
Facsimile (916) 263-3676 
E-mail pfranz@cba.ca.gov

{/I ·1 , 	r~ .\Jr'"f--t f!_>L U {_ ~ - . f-
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From 	 Pafti L. Franz -/:! 
Licensing Manager /) [IL_ 

Subject: · Notification Payment Issues Related to Practice Privilege 

Attached ior review is a high-level flow chart diagramming the process envisioned 
by staff for the processing of notification forms for California practice privilege. This 
flow chart assumes the following: 

• 	 The Notification and Agreement to Conditions for the Privilege to Practice Public 
Accounting in California form will be available on the Board's Web site. The 
individual will have the option of completing the form on-line or downloading the 
form from the Web site. 

• 	 If the form is completed on-line, information indicating the individual is a practice 
privilege holder will be available for immediate viewing on the Board's Web site, 
unless the individual answers affirmatively to any of the disqualifying questions. 

• 	 For those who decide to download and mail the form to the Board, staff will enter 
the information upon receipt, unless the individual answers affirmatively to any 
of the disqualifying questions. Once the information is input the information will 
be immediately available for viewing on the Board's Web site. 

• 	 The individual has 30-days from the date of giving notice to submit payment. 

While discussing the process, the following questions that have policy implications 
were identified by staff: 

1) 	 If the individual does not pay the fee or the check is dishonored, should the 
submission of subsequent notifications be limited or prohibited? 

This issue was identified because of the possibility of situations such as the 
following scenario: 

• 	 An out-of-state licensee submits a notification for practice privilege in California 
on January 3, 2006. At the conclusion of the 30-day payment period, the 
individual does not submit the required $1 00 payment. However, the licensee 
submits a subsequent notification for another practice privilege on April1, 2006. 



~.), : ' ~::"·. . lt1,~. 

, I 

submitting the notification and would not be refunded. Mr. Schultz indicated itcshould,·IDe~ 
treated 1h~;Sfme. as'? nonrefundable airline ticket 

_;_, . 

VIII. Comments from Members of the Public. 

David ~tabbe, CPk; pro~ided:c?mments and posed qu~stiq,~;~,s.:,t5t~tte rJ~~k:.f~f;St;·. He1 1
asked rf, under the pract1ce prrvtlege proposal, accountants from other siateS''a:hd other 
countries could :&imecfo ·California:.amd.(p.ractice regardless of the requirements and 
standards they mefw't.len tne~ initially became licensed. 

Ms. Sos responded that to obtain a practice privilege the first thing that is required is an 
active license from another state. Practitioners from other countries will not qualify. 
The second requirement is, if the practitioner wants to sign attest r~f)orts, he or she . 
must meet California's requirements. Ms. Hillebrand indicated that-th~ Board p'la:ns te ., 
conduct random audits of practice privilege holders to see if their qualificgfiB'Ais' m'at~crf'·· · .: 
the assertions made in the notifications. 

, _. ·.:'~'')! j :: ~ .)}' ~.~ ~.:Jt£~\t,:_.. ~....f <>(,;~~ ~..,~"'\ '"N"''-~""'p ' "\ 

Mr. Stabbe indicated that he assumed that the practice 'pfi'vilege'req6ih;fneHts' wet!Jild;•f.tcft· · 

apply to tax services. Ms. Sos responded that the requirement would apply to 

everythirii§J jttll'at·icEYA's-titl!:lte-s.~the·ipr:~9ttge,1§l~~~·!t911.9ga,,qqgt,tpti,Q.Q)~ls"'sJ,~fir)e;:d in_ California law. 

Mr. ~raril:i~ ~eimu.rred amd .pl~~i:fie.Q:\~h?!~·,a8 1qyt~·~f;:-~;2it~,g~~§· lft{9Ll'l9·~~~:;·~~o't1~f~ -­
practice pnvtlege to prepare tax returns for Caltforma chen.~§. '"" -~. '"-- ' ''~} o -3, ! · . 
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State of California California Board of Accountancy
vepa:rtment of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 

Memorandum 

Practice Privilege TF Agenda Item VII. Board Agenda Item Vi!1.F.8. 
September 9, 2004 September 10, 2004 

To Practice Privilege Task Force Date ' : August 24, 2004 
Board Members 

Telephone (916) 561-1731 
Facsimile (916) 561-~673 
E-mail gnewington@cba.ca.gov 

~f-A~ 
From Gre~.Ne~~ 

Chief, Enforcement Division 

Subject: 	 Consideration of the Standards and Process for Determining How the 
"Disqualifying Conditions" May Result in Denial of the Practice Privilege 

Proposed Business and Professions Code Section 5096(g) lists disqualifying 
conditions for the practice privilege (Attachment 1 ). Proposed Section 5096.2(a) 
provides relevant criteria (Attachment 2). This memo discusses the disqualifying 
conditions in Section 5096(g) and the standards and process for evaluating how 
they may result in denial of the practice privilege. Business and Professions Code 
Section 480 related to the denial of licenses is included for reference in 
Attachment 3. 

Section 5096(g)(1) precludes practice under a practice privilege if a listed 
disqualifying condition is present until Board approval is obtained. It should be 
expected that disqualifying conditions will be encountered on a recurring basis and 
that prompt review and consistent reasonable evaluation will be necessary by 
Board staff. For each listed disqualifying condition the following evaluation 
guidelines are recommended: 

Section 5096(g)(2)- Paragraphs (A) and (8) 
(g) (2) Disqualifying conditions include: 

(A) Conviction of any crime other than a minor traffic violation. 
(B) Revocation, suspension, denial, surrender or other discipline or sanctions 

involving any license, permit, registration, certificate or other authority to 
practice any profession in this or any other state or foreign country or to 
practice before any state, federal, or local court or agency, or the Public 
Company Accounting Oversight Board. 

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of 
Section 5096(g) would equate to likely serious violations or unprofessional conduct 
and should preclude practice in California under the practice ·privilege model. 
Exceptions will, however, be experienced. Examples under paragraph (A) could 
include convictions with no relationship to the practice of public accounting (spousal 
abuse) or a misdemeanor violation committed several years ago with no 
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reoccurrence (shoplifting). Examples under paragraph (B) could ihtfude fevocailon 
of a T~§<as ePAcertificate ·for failure to renew the license timely. 

:: 

·Sval'i.;Iatlon gdidelih~es should'be established that will allow licensing staff to identify 
and pass (allow practice privilege) on convictions havin§··no relatio·nshi8..Wi e 
practice of public accountancy, misdemeanor convictions·'d\/er 10 year~:a! c;f 
license sanctions in other jurisdictions caused by administre;tive procedural ~'ctions 
versus discipline for unprofessional conduct. The Boa'rdisilfce!ns'fn~rsYaff currentl'y 
employ similar guidelines in their evaluation of applicants for licensure and that 
system is operating srnoothly. ,Sitqatiors Ir')Y91vin · u.aiJ~yJn.g pof}diHons th.a_t fall 
outside these ·uitle1Trres11sfi8H!a1 . '1f?§frecr18 . . . 1 'i4r11~hl~· o?visib'n whEire .a, g ~ .. , ·~ :.:t;r~'"l , . .,)• ·,,,, ,..,•t;;J, ~ <1, ·h•·(} ·hi ~.. ,.. ···P)·"jl_.,~ • .,, ' -· · 

review wilF:ee •cOMdfl\(}f!§t fb-aE!ter eJ·h'rrrefet:is'a 01Llal'oas'i's to"a'eny pr'crt1i:te 
under a practice privilege, o,r actual California licensure, pursuant to Business and 
Professions Code Section 480 (Grounds for Denial\ ~,

Jfl.t\~~'ii~Rti.Ci·~~{) .;;t'Bli' L~ ~~·~·~:fJ.i:~ ·-":1 ~!~~~~;:~~ ·~t;r):~ atttJ·!82S't· .~- ·· -:~1· · --:u8 ~ ~ · .' ~-- .. ·; 
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. ::~ I' ·~ ........,.. ... ,. " ..... ·a· . . ..r•.••. I ;s , . ·. ""'' .,_ . '" ",." !<. ,..r-:. ; ;~. / c_., 3 -~ -: ·-:). -.., . 

~!f1)~(~j~j0:1'SljL!a'lifyrH,g cen· ltiO~S-'I'fTC tlb'e: ·• .. -· .. r. . . . .. . . . . . 

··,•' ~- "(G:)!P,enderiby iofan§' frives:fi:g~tlon·, ·rnq\.Jlry or P,t6:C~·eC!fn·g18Y,(6r bsr6r:~: ~r:,y·
sfafEr: f.ed~ra'lii'6r" r . ~:.< I ds:U'rt clagenc' lntiMJfn:"'.irtiJt r·. •: ;:.;:; .rat6' 'the.· 
·¢>~sfid :cdmpa . ·'0uhffhQ'~0~i¥r§iJ'hr8tj~f vM~~ . ~1mS~al 
conduct of the individual. :.- '"~srnfl·:;et· .., 

(D).An ·ud mentor arEip~~~.ti?~-~~~rq_<=;~~~-~Q~t,!!;~ }r]B!Yid~ if1'b91Y,it;}g ~oe . 
B ~~ r:ot'~~rtth e:;i'hel'i"¢i'Clt\a['~in'·tne'·arrr6tfn:t 1of i1ffy 'tl1dusEfn:a· 

-,; ""'·'"'·..=J "[;j - . ·t-_'~:t\ ~"'r·,~•tft·rlt:~I iH{'"~r;:~ ~~C1;..~a·cf1 ·;;. rt~"'-~· ·.' ·*'.\ '"!.., .....j..o:{'"""' r-;:· ·. · ~.:~ o' · a ·a·le·r·. 'It:>~ ""' ·' ~ ·' .. •• ·• _, ' · • "" · 

~·r:::r t'~r~1~!i\Jf'"~~ f(}t"~Ct~ en :{JV.{ ~flC::~}J.tn'"1(Vj .' Ir)~10 

The··<preS'ef.1ee of aflYt6f)ff{e'~€6nuitib'h§1WsY~?Cf~(fl~:p@r~~r~p-:h:s::,(rc:) oft'ct)1df§"'sdidfl'': 
soee((;i\fWill ·iiidicare tns~'~d:S§ionrw- fof§erl0l.Js1Wl61ati\5h~H6¥ 1uni:lr'o1e~sioria'Jtb6nddct 

,~ '":·'"')'"\·~·(';~"'·"'~,.. ... ......, ......... "¥('" '"-~·- \<4),f :'·-'


and practice rights via the practice privilege option shoi:JICFrlbt'b'e~granled\vlfPiotit 
thorough review by Enforcement Diyisionpe3rsonnel. ThisJevi 
investigative action or inquiry to ob't~ib~rifacid~:G[~~~~:mt~:e?rst·a; , d 
issues underlying the d!.?SJU;CIIifyirg conditio,M';§indr'' ;',,~ -~<'':·~ · 
criteria refererice'El :rr:) ':Sit!JS,'ine.ss'a~'d:i' . §jfj'flV' 

:· · ·p~i@ililarly:rf~ef§:g<~naf:frflv:&l~e~;ft;~;en :~estl , 
~~a~·E§f1iltypt!Me~'fadts;::wi'lf~rld~1o.1 

.. . • .•. . . . 'ti3bt)dg rights via a 
·~r~ct<i'GJ~H~ri~Ne.g€fsh0frih2f>!:{6rf:fe~~ra·ri;(eav ... · .· . .. . :rdaffl:. .· 'fd :6-gJir~qui red to 
:~.p¢1~ f&;·r.FGaf.ifof.nia 'GP!V1li'c~h"se1:.s~btUl;a:n:e:··t~rssha d~s'ir~·~l!t §12ti2&,..1H california. 
Practice rights via practice privile~e~§t*/L!ll'&IOWft~~·:gtgHf~B'·if E'rW6V6sh1'ent Division 
personnel are able to obtain an understanding of the facts sufficient to conclude 
tll·eraiis ·no,factua1~8-ErsTs to' ttle·r~y"praofi'd~JUAatrr ·~trsrne~s~ant:f 1Pro¥~ss'i6:ns Cbde 
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. ~ "',., ·•. ,f::., ' ,- ''· <',-.. •,, ''"·""'''"·'"' "'"'£..\.!:, ""~:•">!•>.f"'[tl.;.f.,{ "'"': I'" ':}'....,1:.:,.'-.:·1 ,,.. l r ."'·.' •0 . - .."" 

enfor:beFAS'Afc-r:'BSOUrCS'S;'!"--"'~ ' 1 : :::.Ll •1 f;f..U m. ''·~"''~' ' u ,~~ · ·' ~· ·''·. " 

IICB~t1$e~lnilhelelobcl~~~~Hi:C~~~ec~~lo~66sbT~Ifl~AEPk~lv~AsK ~d~~f{V1; ~~~~b~~ or$~ duitJJ~~~~~N~.dop . , "'. 
F.a· :;,~,~:·J,:~' ::1: 1·c tr".J:~:~J..Z5'lq ~t~)' t:?~ t:!h~t&fltJ~~~~.~·~~~~ ()f\ tl:ft·~~ ano·H·)tVt"~L, ~-~ ~A~) .;{~·--1 ' 



Practice Privilege Task Force 
August24,2004 
Page 3 

Section 5096(g) - Paragraphs (2)(E) 
(h) (2) Disqualifying conditions include: 

(E) Any other conditions as specified by the board in regulation. 

Evaluation guidelines will depend on the specific disqualifying conditions adopted 
by the Board in regulation. 
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Proposed Section 5096(g) 

(g) (1) No individual may practice under a practice privilege without prior approval 
of the board if the individual has, or acquires at any time during the term of 
the practice privilege, any disqualifying condition under paragraph (2) of 
this subdivision. 

(2) Disqualifying conditions include: 
(A) Conviction of any crime other than a minor traffic violation. 
(B) Revocation, suspension, denial, surrender or other discipline or 

sanctions involving any license, permit, registration, certificate or other 
authority to practice any profession in this or any other state or foreign 
country or to practice before any state, federal, or local court or 
agency, or the Public Company Accounting Oversight Board. 

(C) Pendency of any investigation, inquiry or proceeding by or before any 
state, federal or local court or agency, including, but not limited to, the 
Public Company Accounting Oversight Board, involving the 
professional conduct of the individual. 

(b) Any judgment or arbitration award against the individual involving the 
professional conduct of the individual in the amount of thirty thousand 
dollars ($30,000) or greater. 

(E) Any other conditions as specified by the board in regulation. 
(3) The board may adopt regulations exempting specified minor occurrences 

of the conditions listed in subparagraph (B) of paragraph (2) from being 
disqualifying conditions under this subdivision. 

ATTACHMENT 1 




Propos.ed Section 5096.2(a) 

C~~!·pr~¢q9,~ ·P,ti~i"l~,9;~-~ iji~y IJ.e d,e,OA~~)p'~1ai"~rf3 t~ ~Lr~ifY. t!bd~(o: ~9%g.[y with . 
t,Q~· pr~xl~Wn~~af th~s.?l1i9!e .P~,itt!Q:I~r:IE:?Q'tln~Je~4la;tl9:q~ 1 Qt,,fpr~.?~Y .?Gt that if 
cbmmittffd'=try·af1 a~~Ypllcantfbr lice:nsurE:fWould fdErgr~uii8's'fbfctenlaT of .a 
license under Section 480 or if committed .by a licensee VJ8~~t''li)CJu~ 2u,6ds for 
discipline unq~~~egtioQ.?.1,.00L~r, f9r any ~ct 3.Bh,!61j~WS:d 8q,"' ~,, .....·.:. 1 

state 
that would 1feJa•<vl61atl6h if 'comririttM'd within ttl~ State t ,t' .c' I' : i 
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Section 480 
(a) A board may deny a license regulated by this code on the grounds that the 

applicant has one of the following: 
(1) Been convicted of a crime. A conviction within the meaning of this section 

means a plea or verdict of guilty or a conviction following a plea of nolo 
contendere. Any action which a board is permitted to take following the 
establishment of a conviction may be taken when the time for appeal has 
elapsed, or the judgment of conviction has been affirmed on appeal, or 
when an ordergranting probation is made suspending the imposition of 
sentence, irrespective of a subsequent order under the provisions of 
Section 1203.4 of the Penal Code. 

(2) Done any act involying dishonesty, fraud or deceit with the intent to 
substantially benefit himself or another, or substantially injure another; or 

(3) Done any act which if done by a licentiate of the business or profession in 
question, would be grounds for suspension or revocation of license. The 
board may deny a license pursuant to this subdivision only if the crime or 
act is substantially related to the qualifications, functions or duties of the 
business or profession for which application is made. 

(b) Notwithstanding any otherprovision of this code, no person shall be denied a 
license solely on the basis that he has been convicted of a felony if he has 
obtained a certificate of rehabilitation under. Section 4852.01 and following of 
the Penal Code or that he has been convicted of a misdemeanor if he has 
met all applicable requirements of the criteria of rehabilitation developed by 
the board to evaluate the rehabilitation of a person when considering the 
denial of a license under subdivision (a) of Section 482. 

(c) A board may deny a license regulated by this code on the ground that the 
applicant knowingly made a false statement of fact required to be revealed in 
the application for such license. 

ATTACHMENT 3 




·~.'tate of California California Board of Accountancy
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 

Memorandum 

Practice Privilege TF Agenda Item VIII. Board Agenda Item VIII.F.9. 
September 9, 2004 September 10, 2004 

To Practice Privilege Task Force Members Date : August 24, 2004 
Board Members 

Telephone : (916) 561-1731 
Facsimile (916) 263-3673 

From 

?-A­~.~:j~F
Chief, Enforcement Divis1on 

E-mail : gnewington@cba.ca.gov 

Subject: 	 Consideration of What, If Any, Additional Disqualifying Conditions 
Should be Specified by Regulations 

The current listing of disqualifying conditions contained in proposed Business and 
Professions Code Sections 5096(g)(2)(A)-(D) [Attachment 1J and Section 5096.4(f) 
[Attachment 1] appears appropriate and no additional "other conditions" have. been 
identified ,bY the Enforcement Program for inclusion in regulation at this time. 

It is noted that a specific disqualifying condition related to payment of the fee is 
being recommended by the work group that studied payment issues (See Agenda 
Item VI). Also, the Board may want to include in regulation and on the notification 
form a provision to clarify that an unresolved administrative suspension is a 
disqualifying condition. Other disqualifying conditions may be identified during the 
course of the Task Force's discussion. 

GPN 
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Section 5096(g)(2) 
(g)(2) Disqualifying conditions include: 

(A) conviction of any crime other than a minor traffic violation; 
(B) revocation, suspension, denial, surrender or other discipline or 

sanctions involving any license, permit, registration, certificate or other 
authority to practice any profession in this or any other state or foreign 
country or to practice before any state, federal, or local court or 
agency, or the Public Company Accounting Oversight Board; 

(C) pendency of any investigation, inquiry or proceeding by or before any 
state, federal or local court or agency, including, but not limited to, the 
Public Company Accounting Oversight Board, involving the 
professional conduct of the individual; 

(D)any judgment or arbitration award against the individual involving the 
professional conduct of the individual in the amount of $30,000 or 
greater; or 

(E) such other conditions as specified by the board in regulation. 

Section 5096.4(f) 
(f) Administrative suspension is not discipline and shall not preclude any 

individual from applying for a license to practice public accountancy in this 
state or from applying for a new practice privilege upon expiration of the 
one under administrative suspension, except that the new practice 
privilege shall not be effective until approved by the board. 

ATTACHMENT 1 




State of California California Board of Accountancy
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 

Memorandum 

Practice Privilege TF Agenda Item IX. 
September 9, 2004 

To 	 Practice Privilege Task Force Members 
Board Members 

Board Agenda Item Vlli.F.10. 
September 10, 2004 

Date : August 24, 2004 

Telephone (916) 561-1731 
Facsimile (916) 263-3673 
E-mail gnewington@cba. ca.gov 

~N~j:From 
Chief, Enforcement Division 

Subject: 	 Consideration of What Minor Infractions Related to 
Licensing Should be Exempted from the Disqualifying Conditions 

Proposed Business and Professions Code Section 5096(g)(3) states "The Board 
may adopt regulations exempting specified .minor occurrences of the conditions 
listed in paragraph (2)(8) from being disqualifying conditions under this subdivision." 
Section 5096(g)(2)(8) lists as disqualifying conditions revocation, suspension, 
denial, surrender or other discipline or sanctions involving any license, permit, 
registration, certificate or other authority to practice. any profession in this or any 
other state or foreign country or to practice before any state, federal, or local court 
or agency, or the Public Company Accounting Oversight Board. 

Generally minor infractions would not result in revocation, suspension, denial, or 
surrender of a license or other authority to practice. An example of an exception to 
this generality is the Texas State Board of Public Accountancy which revokes CPA 
licenses for failure to renew timely. Texas is unusual in this action and our attention 
is probably better focused on minor infractions that result in "other discipline or 
sanctions." Since an exhaustive list of violations would be difficult to keep current, 
we recommend an approach that describes the level of discipline or sanctions that 
will be exempted from disqualifying conditions. Our suggested Jist for exemption 
includes violations for which the discipline or sanction is limited to: 

• Administrative citations resulting in fines of $5,000 or less, or 
• Continuing professional education. 

GPN 



State of California California .Board of Accountancy 
.. Dep51rtment of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
M·emorandum 

Practice Privilege TF Agenda Item X. Board Agenda Item VIII.F.11. 
September 9, 2004 September 10, 2004 

To 	 Practice Privilege Task Force Members Date : August 24, 2004 
Board Members 

Telephone (916) 561-1731 
Facsimile (916) 263-3673 
E-mail gnewington@cba. ca.gov 

~ ~-yf -:rL, 
Gre97r;/.New(n~ ~-~ From 

Chief, Enforcement Division 


Subject: 	 Consideration of What Should be the 

Criteria and Level of Discretion for Administrative Suspension 


Statutory guidance for Administrative Suspension is contained in proposed 

Business and Professions Code Section 5096.4(a), which states: 


"The right of an individual to practice in this state under a practice privilege may be 

administratively suspended at any time by an order issued by the board or its 

executive officer, without prior notice or hearing, for the purpose of conducting a 

disciplinary investigation, proceeding, or inquiry concerning the representation 

made in the notice, the individual's competence or qualifications to practice under 

practice privileges, failure to timely respond to a board inquiry or request for 

information or documents, or under other conditions and circumstances provided for 

by board regulation." 


Administrative suspension provides a prompt method to suspend practice rights 

obtained under a practice privilege, even in advance of hearing. Based upon the 

content of Section 5096.4(a), suggested criteria for its use is as follows: 


Representations made in the notice. 

Administrative suspension may be employed whenever it is suspected or confirmed 

that a material false statement was made in the notification form (Attachment 1 ). 


The individual's competence or qualifications to practice under the practice 

privilege in question. 

Administrative suspension maybe employed whenever probable cause exists to 

suggest the individual Jacks competence or qualifications to practice under practice 

privilege. 
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Thiq woulg:jnclude, bytnot be limited to the following occurrences: 
• 	 T.hE? individwaJ fails ,to meet qualification requirements cited in Section 5096( a) 

(~ttachni~nt2). 
• 	 ffie individual experiences a disqualifying condition as described in 

Sections 5096(g)(2) (Attachment 2). .. 
• 	 The individual commits an act of unprofessional conduct as referenced in 

Section 5100 (Attachment 3). 

The individual fails to timely respond to a Board inquiry or request for 
information or documents. • · ~'! '"> 

Administrative suspensi~PI· rnay beempi'eyed. When:ever 'Ei'n indivi:d~:.~al tails to 
respond timely to a board inquiry or request for information or documents. 
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CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (916) 263-3675 


WEB ADDRESS: http:flwww.dca.ca.govfcba 


------- ---------

Attachment 1 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA 


BUSINESS AND PROFESSIONS CODE SECTION XXXX: 


Name: 

Prior Names: 

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number 
(business hours): 

Fax Number 
(business hours): 

E-Mail: 
(To facilitate contact in the event of a problem in processing your notice) 

Date Of Birth: 

Social Security Number: 

In connection with this privilege to practice, I wish to be able to sign a report on an attest 
engagement. 0 Yes D No 

QUALIFICATION REQUIREMENTS: 

1. 	 I am an individual. 

2. 	 My principal place of business is not in California and I do not have an office in 
California other than through a firm that is registered in California and of which I 
am an employee. 

3. 	 I have a valid license to practice public accounting in the state/jurisdiction of my 
principal place of business. 

State/Jurisdiction: License Number: 	 Date Issued: 

4. 	 D a. The state/jurisdiction identified in item 3 above is deemed substantially equivalent 
by the California Board of Accountancy (see Appendix 1 for list of substantially 
equivalent states); OR 



<,•• 

D b. 	 My individual qualiffc~Y:l;6,n:~·th§M;i~&;~~n .det-ermined by NASBA to be substa'ntl~·lr;,·~'t<lr-· 
equivalent (NASBA fUe.n0, .,~,· ); OR ' • .. ··~ 

,. 'l 	., 

c. I have continually practiced public accountancy as a ce~)¥1 . c•• p}5ul;ltant 
•. '( £under a valid license issued by any state for 4 of the last~1 0 ·-<>ail. 

5. I understand that I may sign a report on an attest engagement under this privilege 
., ,. ·. ·, t0,pr;.a,pt·i.ce·}0FJW .jf.,l, 1'ir.leet,~ali{0mia''s rerqufrer:neJ::~ts, to s1gn.a:ttest·r~ports.· ··,[,,::b, ':; ~1' 	 ~ ,~, ~ -it}~ 1"·"'-,,,J !l;l·~· 1 t..:J 'f,..A~h <>·V V 1 f'' ·' '\!~~:·.-~~ ~:~·t""'t ~·- \:1;...<,_ \..:•:•f~~~·,,, {;_:·, :1 L t: 

· 6.· ,:w 1 i:~~gr,ee fo a,olde.,b ~ .. ~~~hi~:t~ ..i~ "6.~T~11nk~f~i~.1 :)t~J, ;J;.~,it,e 2~'iitoi~i~I 

A.6c·cfun1Mfdy·P::-8t~( 'kf(r~iff!l'P01k""s'si6~1 t58~ s~ 16b et seq., 
accessible at http:llwww.dca.ca.gov/cbalacnt_act.htm) and the regulations 
thereunder (accessible at http:llwww.dca.ca.govlcbalregs.htm). 

7. 	 I consent to the personal and subject matter jurisdiction of the California Board of 

Accountancy (CBA) including, but not limited to, the following: · 

a. 	 To suspend or revoke, without prior notice or hearing and in the sole 

discretion of the CBA or its representatives, the privilege to practice public 
accounting; 

b. 	 To impose discipline for any violation of the California Accobntari~y Acto~· 
regulations thereunder and recover costs for investigatiort'f3Wcf·p·r&slecutii5h; 
and 

c. 	 To provide information relating to a practice privilege andrbfr?~¥~LE¥i-W' ·.,"' 
additional and further discipline to the board of accountancy of any other state 
and/or the SEC, PCAOB or other relevant regulatory authorities. 

8. 	 1~gree to respond fully and completely to all inquiries by the CB~·'telating to my 

California practice privilege. 


9. 	 I con se'nt1tcPtne'}aw:Chr.!Yr'rty<df· ffl'e (j'BYftb1'VeMfy"tl'fe<.?iac6uraHy'%Fh\J1'Ff.otHrtJin ess 

of the information provided in this notification. I consent to the r.ele.ase of 

all informatien~relevaAt te the CBA's inqt:~+ries new or in tf1e futlit@ by:.. · 

a. 	 Contacting other states; ... / .. ··;, . ... , . 
b. 	 Contacting th·e· S·EC-, PCAOB or any other federal agency oefcm3"wnrch· I am 

authorized to-=pr~~;Ftic~; and 
c. 	 Contacting NASBA. 

10. I am submitting this notice to the CBA at or.:?FJtOJi!?.<t.~~~~f\:IJ~:Jl.;p~~Jn.·t~~)Pft?<;:Mc;:l=l"Pf 
public accountancy in California and understand that thrs practice privilege 
expires one year from the date of this notice or; Q~ , .> ,~ 

~. 	 . I ·~!110~n~~P]91¥~~~9f091 ,W~IJ: r\~~;lttt~r~~J~,i~~J}f:Rf~t~~;~,~~~emrf·W.fQ1b\tin.g this. noti.~!3 
w1tq1.~ ,(.. . :-:. J~~~~~e~·P!~}9Rln~.1t~~ 8t.~9!~et1 of. pubJ~cr1~a9~9P·Y_nt%r9Y mCallfor~ra. 
undersfand that fhrs practrce pnvrlege exprres [11 I'P96j~p~l;lr:qrn.~'Qe date of th1s 
notice. 

11. 	 I hat~··~et' the c·~·~\~-ul~9'edu~~1id~·;~qui~~m1t~!~;~QY...~D{n,flis~c-exam 

requirements for the state of my principle place of business. 


12. 	- In the- event that any-ofthe-inform~tlon in ;fh'is notice changes, I will provide the 


,-~_B,f\-'rritt§!l !JRt(q~ ~f1 ~8¥:. 9.:U.9.~~ 9h~?.~~:YYJ!~.lr ~o.~.~~~,,~.f1\~..op~wrenc;;,e; 


13. 	 . I arri concurr~ntfY'~ubfnitting u;.Ei't@~' df $1:oa..dQ'.~
!'<\-.; ,z ·_.,,'1-f:..l'd ., ',,'(."., t' :~-· 
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ADDITIONAL INFORMATION: 

In addition to the state of my principal place of business, I am also authorized to practice in the 
following states or jurisdictions. 

Other 
State/Jurisdiction: ______ License Number: ___ Authority: 

Other 
State/Jurisdiction: ______ License Number: ___ Authority: 

Please check any of the items below that apply. For any checked items in (1)-(4), you must 
provide additional information as requested in Attachment X and you are not authorized to 
practice in California unless and until you receive notice from the CBA that the privilege 
has been granted. 

0 1. I have been convicted of a crime other than a minor traffic violation. 

2. 	 I have had a license, registration, permit or authority to practice surrendered, 
denied, suspended, revoked, put on probationary status or otherwise limited. 

3. 	 l am currently the subject of an investigation, inquiry or proceeding by or before a 
state, federal, or local court or agency (including the PCAOB) involving my 
professional conduct. 

4. 	 I have had a judgment or arbitration award in an amount greater than $30,000 0 
entered against me in a civil action alleging actionable conduct in the practice of 
public accountancy. 

5.. 	 I failed timely to submit the required fee with a notification submitted immediately 
prior to this one. 

1, , understand that any misrepresentation 
or omission in connection with this notification is cause for termination of any practice 
privilege in California and that the California Board of Accountancy will act accordingly, 
including the notification of other state or federal authorities. I certify under penalty of 
perjury under the laws of the state of California that the foregoing information is true and correct. 

Signature: 	 Date: 

Your privilege to practice commences with the submission ofyour completed notification and 
your fee. If your payment is not received by CBA within 30 days of this notification, you do not 

hold a valid practice privilege.,_ 

Privacy Statement: 
The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for 
practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the collection of this 
information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplete. 
Information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another 
governmental agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional 
duties, or otherwise transferred or disclosed as provided in Civii Code Section 1798.24. Each individual has the right to review his 
or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of 
Accountancy is responsible for maintaining the information in this application, and ·may be contacted via written correspondence at 
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or 
access to records. 

3 




------

lTATE.OF CALiFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRf\MENTO, CA 95815-3832 

TEi...EPHONE: (916) 263-3680 


FACSIMILE: (916) 263-3675 

WEB ADDRESS: http:ltwww:dca.ca.govlcba 


ATTACHMENT X 


1. If you checked items 1, 2, or 3 under additional information, please provide explanatory 
details: 

2. If you checked item 4 under additional information, please provide: 

Date of Judgment/ Jurisdiction 

Arbitration Award: /Court: _______ Docket No: 
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Section 5096( a) 
(a) An individual whose principal place of business is not in this state and who 

has a valid and current license, certificate or permit to practice public 
accountancy from another state may, subject to the conditions and limitations 
in this article, engage in the practice of public accountancy in this state under 
a practice privilege without obtaining a certificate or license under this chapter 
if the individual satisfies one of the following: 
(1) The individual has continually practiced public accountancy as a certified 

public accountant under a valid license issued by any state for at least four 
of the last ten years. 

(2) The individual has a license, certificate, or permit from a state which has 
been determined by the board to have education, examination, and 
experience qualifications for licensure substantially equivalent to this 
state's qualifications under Section 5093. 

(3) The individual possesses education, examination, and experience 
qualifications for licensure which have been determined by the board to be 
substantially equivalent to this state's qualifications under Section 5093. 

Section 5096(g) 
(g) (1) No individual may practice under a practice privilege without prior approval 

of the 
board if the individual has, or acquires at any time during the term of the 
practice privilege, any disqualifying condition under paragraph (2) of this 
subdivision. 

(2) Disqualifying conditions include: 
(A) Conviction of any crime other than a minor traffic violation. 
(B) Revocation, suspension, denial, surrender or other discipline or 

sanctions involving any license, permit, registration, certificate or other 
authority to practice any profession in this or any other state or foreign 
country or to practice before any state, federal, or local court or 
agency, or the Public Company Accounting Oversight Board. 

(C) Pendency of any investigation, inquiry or proceeding by or before any 
state, federal or local court or agency, including, but not limited to, the 
Public Company Accounting Oversight Board, involving the 
professional conduct of the individual. 

(D) Any judgment or arbitration award against the individual involving the 
professional conduct of the individual in the amount of thirty thousand 
dollars ($30,000) or greater. 

(E) Any other conditions as specified by the board in regulation. 

ATIACHMENT2 




Section 5100 
After notice and hearing the board may revoke, suspend, or refuse to renew any 
permit or certificate granted under Article 4 (commencing with Section 5070) and 
Article 5 (commencing with Section 5080), or may censure the holder of that 
permit or certificate for unprofessional conduct that includes, but is not limited to, 
one or any combination of the following causes: 

(a) Conviction of any crime substantially related to the qualifications, functions 
and duties of a certified public accountant or a public accountant. 

(b) A violation of Section 478, 498, or 499 dealing with false statements or 
omissions in the application for a license, in obtaining a certificate as a 
certified public accountant, in obtaining registration under this chapter, or in 
obtaining a permit to practice public accountancy under this chapter. 

(c) Dishonesty, fraud, gross negligence, or repeated negligent acts committed in 
the same or different engagements, for the same or different clients, or any 
combination of engagements or clients, each resulting in a violation of 
applicable professional standards that indicate a lack of competency in the 
practice of public accountancy or in the performance of the bookkeeping 
operations described in Section 5052. 

(d) Cancellation, revocation, or suspension of a certificate or other authority to 
practice as a certified public accountant or a public accountant, refusal to 
renew the certificate or other authority to practice as a certified public 
accountant or a public accountant, or any other discipline by any other state 
or foreign country. 

(e) Violation of Section 5097. 
(f) Violation of Section ·5120. 
(g) WiHful violation of this chapter or any rule or regulation promulgated by the 

board under the authority granted under this chapter. 
(h) Suspension or revocation of the right to practice before any governmental 

body or agency. 
(i) 	 Fiscal dishonesty or breach of fiduciary responsibility of any kind. 
U) 	 Knowing preparation, publication, or dissemination of false, fraudulent, or 

materially misleading financial statements, reports, or information. 
(k) Embezzlement, theft, misappropriation of funds or property, or obtaining 

money, property, or other valuable consideration by fraudulent means or false 
pretenses. 

(I) 	 The imposition of any discipline, penalty, or sanction on a registered public 
accounting firm or any associated person of such firm, or both, or on any 
other holder of a permit, certificate, license, or other authority to practice in 
this state, by the Public Company Accounting Oversight Board or the United 
States Securities and Exchange Commission, or th~ir designees under the 
s·arbanes-Oxley Act of 2002 or other federal legislation. 
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Practice Privilege 

Issues/Regulatory Development 

Issue 

Should the Board accept NASBA's determination of an individual's substantial equivalency or use some 

other method of assessing the; qualifications of CPAs from non-substantially equivalent states? 


Should the Board adopt NASBA's designation of states as substantially equivalent (subject to Board review) 

or develop its own list? · 


Should there be a "safe harbor" period for providing notification to the Board? 

If the individual does not pay the fee or the check is dishonored: 

. 1. Should there be a limit to the number of subsequent notifications? 
r~.._May a notification be withdrawn prior to tb~e;xpiration of the 30-day payment period? 

· How should we evaluate whether any of the "disqualifying conditions" means the practice privilege should be 
denied? 

What, if any, additional disqualifying conditions should be specified by regulation? 

What, i@r:JY, minor infractions should be exempted from being considered a disqljalifying condition? 

What should be the criteria for administrative su~pension? 

At IJIIhat point does a licensee need to apply for licensure instead of reg_l.!~Sti!J~practice privil~ge? 

What, if any, additional requirements should there be forsigners of attest reports? 
..--····-·· 

What practice privilege information should be available on the Web: 

1. While awaiting payment? 
2. Administrative Suspension? 
3. 

Proposed 

Meeting Date 


July '04 Meeting 


July '04 Meeting 


July '04 Meeting 


July '04 Meeting 


... 	 September '04 Meetin_g_ 

September '04 Meeting 

September '04 Meeti11~~ 

September '04 Meeting 

September '04 Meeting 


September '04 Meeting . 
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· Propos~'CI · 
Issue 

Meeting Date 

•·lf!~w~pft~q,~hs>41JPr·S~q~;:G,cp,~pJ_§1!1 a, r~mg.~.~ ~J:!<ti:t\ ~f1 [iyp,~i(l(~qt pptJ~~<;;f!tions and what content should be 
requested? October '04 Meeting 
f\f~.~~~f~1: 1 ~ 1L;, .; : :·UU <-. 'ciiJ'!f~~:~i. •.L.tC 

R§nt<:lining Unresolved Issues. October '04 Meeting" 
! \f-S~~p:J.~tY'J'f t)f}H_l.f ft) -,; t. ':·~L~t~;t::.;,_ 'k.....: ..!~ ~(' ~.... r- L·­ . , . ·rf;d.. p6t , ···z , 

November '04 Meeting 
j t\J\~1~if ~ ·1(, ~- :- ·~; t_'"";~GL~:~.t ~Ot JtH:Hut:;~'ff:::ft! 
1 Disc1,1ssion of draft regulations. 

January '05 Meeting ! Final approval of regulations. 

May '05 Meeting R~guJation Hearing. 

*~"JtJs anticipated that the. regulations wiJl b_e approved by the Office of Administrative Law and filed with the Secretary of State by 
~.~t~p~{ H?.2005, to Q~yOIJie effe~tivE? by _Nmreml;>er 15, 20Q5:· · · · · · 
l--1t•Ht'c i:J;! ~-~tr<.) v ' I '··.,. 'Sti.Jt~··· SUit ut·1\· ,qf~_·j, ~! ..t :, ~ ~~ ·)L ·t"1 iltqJ.c ,: ....· 
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STATE OF CAliFORNIA- STATE AND CONSUMER St::KVIt:t::::; At;t::NL;Y .-.,..."-'._""' _.,..ltY•I'"'ll'Yio-'-'"__ ...,.._~., -v•ov•••...,., 

r)\s~ot CALlFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET. SUITE 250 ¥\.~a:entof SACRAMENTO, CA 95815-3632 

TELEPHONE: (916) 263-3680 Consumer 
FACSIMILE: (916) 263-3675 \ffairs 

WEB ADDRESS: http:llwww.dca.ca.gov/cba 

Practice Privilege TF Agenda Items Ill. & IV. 
September 9, 2004 

Board Agenda Items VII!. FA & 5. 
September I 0, 2004 

August 16, 2004 

Ms. Diane Rubin 
Novogradac & Company LLP 
246 First Street, 5th Floor 
San Francisco, CA 941 05 

Re: September 9, 2004, Practice Privilege Task Force Meeting 

Dear Diane: 

Thank you for agreeing to participate in the September 9, 2004, meeting of the 
California Board of Accountancy's Practice Privilege Task Force. We look forward to 
your presentation and to the ensuing discussion. 

As you know, the California Board has developed what we believe to be an innovative 
approach to cross-border practice, denominated as "practice privileges." Our approach 
maximizes consumer protection and, simultaneously, minimizes the administrative 
burdens on Board staff, on the one hand, and out-of-state CPAs who wish to practice in 
California, on the other. 

The Board is now embarking upon drafting regulations that implement the statutory 
framework for the practice privilege without undermining or diluting its fundamental 
precept- seamless, bureaucracy-free movement of qualified out-of-state CPAs with full 
accountability to the boards of this state and of the home state. 

The California practice privilege statutes specifically vest the Board with authority to 
adopt, by regulation, NASBA's list of "substantially equivalent" states and/or NASBA's 
determinations of an individual's substantial equivalency (via CrendentiaiNet). The 
Practice Privilege Task Force is considering whether or not this Board should rely on 
NASBA's substantial equivalency determinations, subject of course to the Board's 
review of the criteria and methods used by NASBA to make those judgments. 

The cornerstones of the practice privilege paradigm are uniformity and simplicity. 
Indeed, we believe that, in those respects, the statutes serve as a model for other states 
that are considering cross-border practice. We understand that accepting NASBA's list 
of substantially equivalent states and individual substantial equivalency determinations 

promote the objectives of uniformity and administrative efficiency. There are, 
however, a number of issues that the Board must resolve to its satisfaction before 
deciding whether to proceed in this fashion. 
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lif~rnia cenSU!i8€?Jq~;:~lilj~,:8oar,~.9$W~,adq,Rt~P· and continues to 
r:ofessional ethics requirements f6r,.licen~~l!lre and practice 


California. Other states have different ethics requirements; some have noh£~,:at-aH: T:klj~s. 


Board would like to understand how, if at all, the lack of uniformity among the states on 

this score: (1) influences NASBA's process of determining substantial equivalency; (2) 

affects reliance on NASBA's determinations by states that have ethics requirements; 

and (3) creates, if at all, any enforcement or quality control issues for states!'llt:iat'~pe.rmitJ . 

cross-border practice under Section 23 of the UAA by CPAs frotn~states Jtbat f!,a.~edessc:; 


exacting ethics requirements. · · 


We look forward to discussing these issues on September 91
h. In the meantime, pleas~;­


let me know if you have an}':q;l\i'esfiorfElCOr neem aqditi.Grta[:.jnfo:mTiati:orL' 


Sincerely, i'" s . 
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. Practice Privilege TF Agenda Items Ill. & IV. 
September 9, 2004 

Board Agenda Items VIII.F.4 & 5 . 
September 10, 2004 

o Required Ethics 

During the discussions held at the 2003 NASBA Regional Meetings, participants agreed 
there is a need for professional ethics to be formally addressed in the education of 
licensed accountants, both as they enter the profession and as they continue to practice. 
Since that time, NASBA committees and staff have been studying existing ethics 
requirements in the states and considered what guidance NASBA could provide to 
coordinate these requirements. A chart compiled by the Texas State Board of Public 
Accountancy detailing different ethics requirements is attached as Appendix B. 

How ethics might be included in the new computer-based Uniform CPA Examination and 
the argument for a separate ethics examination for entry into the profession appeared in 
an article by Jacqueline A. Burke and Jill D 'Aquila ''A Crucial Test for New CP As: 
Ethics at the Gateway to the Profession" in the January 2004 CPA Journal 
http://www.nysscpa.org/cpajournal/2004/104/textlp58.htm. The Commission of the 
European Communities is proposing the EU's member states specifically require for 
qualification of their statutory auditors a test of theoretical knowledge that covers 
"professional ethics and independence" as well as technical topics 
http://europa.eu.int/eur-lex/enlcom/pdf/2004/com2004 0177en01.pdf 

"Professionalism and Ethics in Accounting Education" was the focus of the February 
2004 issue of the American Accounting Association's (AAA) periodical Issues in 
Accounting Education http://aaahg.org/ic/index.htm This periodical is only available 
through subscription; however, a description of the issue can be viewed on the website. 
It states, " ... as accounting educators, there has never been a better time to increase the 
time and effort we place on ethics in the classroom." Itpoints to the 2003 
PricewaterhouseCoopers report, "Educating for the Public Trust" 
http://www .pwc.com/irnages/us/eng/careers/ car- inexp/EducatingPublic Trust. pdfwhich 
urges accounting educators to include more ethics and ethics issues in their classroom 
discussions. 

In addition, the AAA has called on the state boards to take action, as the letter on pages 
6-9 sent to NASBA on February 11, 2004, indicates. NASBA Ethics Committee Chair 
Thomas J. Sadler and NASBA Education Committee Chair Wesley P. Johnson each 
responded to this letter reporting on the related projects that NASBA has undertaken. 

"The focus on ethical behavior needs to be incorporated throughout the accounting 
curriculum and not left to be dealt with as an appendage to an auditing course," Arthur R 
Wyatt told the AAA's Annual Meeting in August 2003 (the text of his speech can be 
found in the March 2004 issue ofAccounting Horizons and its highlights in the March 
2004 CPA Journal http://www .nvsscpa.org!cpaiournal/2004/304/infocus/p22 .htm). He 
commented, "An ethical code is really a personal mind set and not a recitation of a series 
of 'thou shalt nots."' 
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stated in the white paper presented by representatives of the AICPA's Educational 
Management Exchange Subcommittee (EDMAX) to the 2004 NASB:~.TGPE~Coi:rfer:ertce, 
there is licensee resistance -- not to fulfilling ethics requirements -- but to having those 
W~:9~t!Jractice. HHl~l.tj.plej,uriscl±cttpns. ·.Per;obligated t<;oful:fill:SJ1i:V®t:.~l'4~Y~fi~J;:; ·ethics , 
requirements, ( s~~4RP~r,tdix ~~····f!D,J£l+..O~~g;t4'l$!the lpybJi~~~,ar~ #~t;l~l;;!o.ax.o~..ll;l~dw;~~~J;ltly 
creating. pnerou~,.J.te;quirements, :lftgal G,l:;il,ig~tia~~th.at,pu:tw.e;igh 1th~il:' ,!:J.d.tv;~t;:tges~.:· 

~ "}it ~ • ,'"~J.; ~r 1{1 -;i~!~,t\'i;;J\~'ftl ,j~:~ t/ ! ' 

Requirements for:ww:;.tice tak~ton eveFtlargeJ;, s~gij.j,,ftc~nce as::!;he gJQg~.,eaonoro!)',, 
develops: Jn May;2004 the ·E~<;>JJ;ean;Uniq~hrou}jsl tp pup into. e.f!ec~,its ~comp~tiW9.n · 
rules. Servic~s.r~I?r,~sent.70 ,perc~nt 0fthe EU's GDP, but only.about20 percent in terms· 
of cross-border trade, ED Commissioner of Competition Mario Monti said on March 21, 
2gQ3 .. Hi~.,remarks f<?r,Bundesanw.al~kamm~r,~~Cqrnpetition 41. Pmf~ssio111~~,,S,yrvices: 
Nevx::lrt.tghtand New.~hallenges': ~... ,.,;, .,,, : ..L .· '·;":...~•. :·£:~,!::.·-~c. ., 
http://europa.,eu.int/comm/competition/speeohesztext/sp200@ 007 :eri.pd~ , _, ·. 
were meant to ett~gurage the ElJ) merrib~r. &.taJes·to,:F.e:visit fheir:histori~it%ftm!la#.0J;l of the. 
professi<;>ns .i}:l:t~rm~~pf tod~y'£s ~OPf191lil:¥· .;:At~an October: .~8, 20Q3.:,DGf 'CompetitiQI!l ,,. 
''Confer¥noe ·5H~tth,q~l£~~~!i9B,;;~f2Eli~J~17·~fessiop:s," J~I~Il!XJemrings~ Ernst.&.~~oilli:i~., ; 
Global Dire9tqr: efti-SW~t9r;r1~~::g,g;y,ellJ.I!llentRelations, .told the Buro,pean reguJ.~WJ.'~i.L .. 
http:/Ieuropa. eu.int/ coi:llmA1i\Qmpetiti0nLllb.eralizatio:n!oGmference/speeches/jererny: je.rfu:i:n1· 

gs.pdf "Capital struc~~s;~eed to. be.flyxi'Qle,·nGdied:q,pj!l .a regula,.tq,pyst1:;1!i,t.i~Q~t.. 
The same applies to tlie'professionS:· So~much management time is\.Vastecfhavmi to 
comply with different rules in different countries. A..11d in today's environmentally 
friendly :::vqd¢, the on~. tgwg_ypu qan't);p~ycle is wa~~~ tj.me.'~ 

:-.·:• • f •' • \ ~-}· l • " ·~ ~t~?.~ ~v ~,~ ..,J~f ~ ~\{ f 

Faith Jg.f)l~ m8!k~Wl!i~·e..does 'Ilot ..Jlil~ru;l that th~..inte:tm~ri0l:mLa,.ccou;nf~i 

stand~ ~ado/·!RiqUI~}il·;;tSide ,ythies ·r.eq:uiremimts.;. Se:6}~1:fl.e·Intemationai~f~e:;~9:I\Ifl:~l~.!'!Jillli~~H!Ul'' 

Acco.t;~:pt~~:;.W,;el?., sjt!ithttvl':!i:ww:w;ifac....org/ethlcs.,:;;.~t.NA§~iA' s~Qe:t9~:~t~~pl!),~.cf~Ilhial• ·, 

Meeting IFAC's ~~,es~.~~1Pltal~,Xl,l~sed}J,;~g;;§JyV!se<:J ethlcs.cod~that s,peC?!fi'2~Y.1~, " 


covers accountants in industcy:.a;s WteJJ,.its~!irWp ,pr,ac;tis,-y:A\~hi~e.:,lf:ACs n~":V, ,)d··"· ~f'' 


InteD:l!Bt?.nf!kg~BcaNon:~~R::W~H~,~:ll~).,.::~G~n~qi:g..g.,.R:J!:Gl~~~~i<?B~JJ;).~,Vc~;*~p;m~JJJ,GG.P:P';
A Proornr.n::ar~r:meiiili1~g··'r:e~g~;~attf}fitintilii~g··;:J)-;;V~l6T;ilent;ar~:P:ji6't'ess1~n;:;:r~. ;· · ~ · 

C~"2':!:"'""('t ·---b.:. ~..(·,'~··~ 0 -~- ,"t't'~,., < ··--- ..... ~~••''' ,""( ---• ..:,t:''w• '- ' • T ~ '·" ~:Q4.! ;.i• • .... 

Competence," does not prescribe a curriculum for continuing professional education;jt 
lists several reasons why such education is relevant for all professional accountants, 
incl11~ing,: ~~~All!llrofessio?-al accountants ·carry tl:J.e pFofessit)II!~J designat.tq}'J,, -a,n,d ·~Y J~c)<: 
of coffiR~teAQ5(;:Hf>.~thi9~~,.b~h~YAC?r}ltJ.S the ~ame;~oll$equences to ;th~ ;reputat!9n.,and .. , 

d. ;:' 4-t:. . fi . . ' . . ,.(: th' . . • h' h ..t.. . " stan mg;,g~'+j,~~J.?J'&t~es~H?~ii:~E1SQ@S.tt'fe,.<i>J. ..,: :.§:}yCtQ~ ~J~\.)9 .w,~~YJilP~l:l!e~·~,ixA,,;,: . P. ,. 

1. ~ "J."0·}5/i{i ~>t~r'1.:D.:ti·'~1 ;~ 

In its March 2004 proposed Directive of the European Parliament and of ncil, the Cou
Commissi911::9f;E,gropeap .CoJl¥l1uniti~~ :st~t~~- :W :A:rijcJe. :}.~ -,1Qon~int1QU§ '}3f4uw~.ti9n· 
htm:lr~~~~:pa;eu.mt/e.ux.,leK/enJ.cor:tiltpdfl2004/com2004 ·Di17q:en0l:pdf:f~M~ml:'>.:er:S~~t~ll.. , 
shall en;~~Jh.!~~s~atti~9r:Y.:a}l~t~~s '~~:s-qpj'~~t::to ~e.a],p~qpri~t~:PtGlgj:arrtfu~cs.o~: , , 
contin~q}!s,:e~~~q~ttg!l)!1..~t.4.er;tO..!B:I}LAt~.s,-qffisie~t,~,ep~tJc.a..l·kp.Qwle.¢gt:;,_,pl!Of¥l!SiOniil·. 
skills ,and..~\ll,y~;si¥\<J)hat vhe. failure ;tq .respect contW.-qous,edw;ation.n::quJretr).f;mts is 
subject to:apj)t,qpi),'at&,s'ariGfions.::;~' .. . .. . . . 

l 
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•' ... 

Possible Discussion Questions 

1. What does your state require relative to ethics education? 

2. Should undergraduate education in ethics be required? 

3. Should ethics instruction stand alone or should it be embedded in other courses? 

4. How is "ethics" defined in your state? 

5. Should the state rules component ofethics CPE be separated from the general ethics 
requirement? 

6. What differences exist between your state's ethics CPE requirements and those ofyour 
neighboring states? What problems have been caused by these differences? 

7. Would a national ethics course and examination for licensure be helpful for your 
state? Would a national CPE course with a state component be helpful for your state? 

8. Other than requiring a specific course or examination, how can a state ensure its rules 
are understood by all those who practice within its borders? 
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SUMMARY NASBA QUICK POLL ON ETHICS COURSE 

38STATESRESPONDED 
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l H 1 f 

;~·-. T ; 

r ri ~~; \ ' ! :r 

I? 1
'l 

cHI·
to that time the On.ly ~ICPANp·, No NoAlabama person must course. 

have \ l·~~ \~ll. l\I \\\1' \.
completed the 

AICPA self-

study ethics 


course in 

addition to the 


CPA exam. 

We are adopting 

Yes. If regs next week 
Alaska Yes No Yes applying by to require ethics 

reciprocity. for renewal. 

NIAN/A N/A N/A 

~ \_ ~ 

Every48 
months. Have not 

4 hours. Every other Yes discussed this 
renewal yet. 

r'-< 
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Proposed 4 
No, for hours per 

That is a
certification renewal, with 

Yes, this is question to be 
applicants In the I hour in

the course answered by 
and rulemaking AICPA Proposedused for the board. The Arizona Yes No proposed process at the Professional every No

certification statute and 
rules for very moment. Code of renewal.

of applicants. rules as written
CPE ethics (Pending) Conduct and (Only) would allow 
requirement 1 hour in AZ 

for it.
statue and 

mles. 
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· 

Every 6 
years for an 

California Yes Yes No No Yes 8 hours active 
license 

renewal. 

'1 

·ti 

.·. 
' ' 

No. 
Periodically 
the Board 

considers the 
issue of a 

single provider 
of the ethics 

exam for initial 
licensure. To 
date the Board 
has confirmed 

its intent of 
retaining a 

single provider 
and .tM~Hg the 
conti:!:iit o¥tli~ 

,course 'iricillae 
the 'Cil'l'i'fotrlia 
Ac<lffiirl.hmey 
Act'ilfii:fllie 
bn1toml'a · 
Bcliil·d'of 

Accountancy 
•"'~T!-'fgolatlons~G, 

Yes, the 
course 
sponsor 

must submit 
the course 

and a 
professional 
conduct and 

ethics 
(PC&E) 

application 
to obtain 
PC&E 
course 

approval. 
However, 
although it 
would not 
meet the 
PC&E 

requirement 
a licensee 
may claim 

an 
unapproved 
ethics course 
as part of his 

or her 80 
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Yes, the ethics 
exam required 
for Colorado 2 hours providers 

CPA ethics are 
required recognizedcertification is 

Yes, on their 
every two by thethe "Professional 

first renewal 
years Board as Ethics: The 

only, all CP As 
(effective acceptableAICPAs 

licensed after 
Ol/01/04 2 ACR&R

Comprehensive 
0 l/0 l/04 must 

CPE hours course 
Course" (or the 

Yes, only the report 2 hours of 
CR&R providers, 

old course title 
of a "AJCPA AICPA Colorado Rules 

Colorado but others Professional ethics course and Regulations 
specific maybe 

No, not at the Ethics for is acceptable 
No 

(CR&R). For 
2 hours required for reported 

present time. 
Colorado Certified Public No 

(not "in lieu subsequent 
new andAccountants" is 

of' any other renewals, 
licensees on accepted).acceptable, or 

ethics). CR&Rnot 
! 51 renewal Thethe old 

(Only) required. Two 
only then Colorado"California CPA 

hours of any 
any 2 CPE Board does 

Foundation 
Ethics: course is ethics (not 

hours of not pre-accepted, as it is Colorado-
general approve,the equivalent to specific) is 
ethics sponsor,the AJCPA 

acceptable. 
accepted for review or Professional 
subsequent endorseEthics for 

renewals). CPECertified Public 

courses for Accountants 

providers in
course). 

advance. 

No, as long 
NeverSee #l 

No as it's from 
discussed it.NO 

(Only) 
No 

the AICPA 
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No NoFlorida No 

tA :1 

NIA N/AN/AGuam 

Wr' .... ,.. 

The laws and 
rules exam is 
25 questions. 
Must get at 

least 20 
correct. 

Currently: 
none. 

Proposed 2 
hours/3years. 

' H"f.:}\ 
G"!J:U:t;lt;ttl~: 
' { 119Jt~tt:.! 

Pr;aiJ§!Se'.d ,1 
houFsfJ 
years." 

, r 

Y'es;!llie ~s 
qu~stfOris 
.-.t~~rtel · 

approved 
H'h:Ytlie 
flfoaril'!l' 

1rr 

,)·t, ftll 

l'•if>! •.;t 

is 
currently in the 

process of 
determining if 

an ethics 
course will 

also be 
required in 

addition to the 
current laws 

and mles 

Yes 
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Hawaii No 

Idaho Yes 

No, but 
legislation to be 
introduced in the 

spring session 
will require an 

Illinois ethics course 
before 

certification as 
part of CPE for 

renewal of 

No 

No 

Once 
legislation 

passes mles 
will be written 

to establish 
what course or 
courses will be 

acceptable 
toward 

meeting the 
certification 

requirement as 
well as CPE. 

We don't 

anticipate 


having our 

own course, 

and so the 


AICPA 

ethics course 


will be 

accepted. 


(Yes) 


Yes 


Probably but 

this hasn't 


been decided 

yet. 


(Yes) 


Probably as 
long as it is 
sponsored 

by the state 
board or 

state 
society. 

Yes, for 
reciprocal 
licensl!re. 

No don't 
know if this 

will be 
considered. 

Not currently; 
however, 

effective for the 
2006-2007 

biennium, CPA 
licensees are 

required to have 
earned 4 hours 
of ethics CPE 
(within the 80 
required for 

renewal of their 
pern1its to 

No 

Not at this time. 
(No) 

4 hours of 
CPE 

N/A 

Four, if 
legislation 

passes. 

The4 hours 
is required 
for every 
biennium 
renewal 
period. 

N/A 

For each 
triennial 
renewal 
cycle. 

Yes, or be 
approved 

by the 
National 

Registry, or 
another 
board of 

accountancy. 

NIA 

Hasn't been 
determined. 

Probably. 

The board has 
not specifically 
discussed this 
issue, but my 
sense says ID 
would most 

likely favor a 
NASBA Ethics 

course. 

Will consider. 
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cases but 
' Beginning with 	 No, but the 

only for 
..renewals issued 	 renewal

reciprocity 	 Every two 
. July I, 2006 and 	 applicant 'i'certificates. 	 year

thereafter we 2 hours 	 must ;ves · 
It depends 	 biennial

will have a 2 	 provide
oruthe:state 	 period.

hour 	 prqpf,_,ef,,and'ftheir 
requirement. completion.

.ethics 
exam. 

I woul4 
assume the 

board would 
1' 

NIA 	 NIA 
be willing to 

accept such a 


course.
i' 

·'. 

8 

'lifO I 

YesAICPA
Kansas 

courses. 

No. (However 
the board and 
state society 

Kentucky 
are currently 

discussing this 
issue.) 

, .. U'J!-'tY 

• 	 i'" "'}[-tH 


;of?'t 


No Yes 

NIA -W/A 



If it sufficiently 
covers LA's 

rules of 
Professional 

Conduct. 1 have 
heard 

discussions that 
NotforCPA NASBA may 

holding a develop a 
license, as general course 

No. Not for the on ethics, these would 
It has never perhaps geared 

been 
likely not initial Minimum of toward ethical cover LA certificate, but 

submitted to 2 CPE hours reasoning, with specifics.LA requires a 
the Board for. each cycle (CPE with supplementsEvery 3CPE ethics 

respect to LA coveringconsideration per LA rules 
yearCPEcourse each individual state's 

CPE 3 year 
requirements, Yesthe current but to my Yes, refer to # l.Yes. reporting n1les of conduct.including the knowledge it cycle cycle.cycle as part of TheNASBAethics course requirementdoes not 

the CPE discussionis waived for is 3 hours.cover the LA 
individuals memorequirements (2001-03)specifics. (answering the practicingin order to (NO). under Sub SOX Challenge) renew. 

Eq. practice 
 distributed in 

rights.) connection with 

(No) the annual 
meeting 

mentions the 
need for 

coverage both 
ethical reasoning 

and state-

Louisiana 
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YesMaryland 

NoMichigan 

YesMinnesota 

course has 
Not at this time. ·'-' 

to meet the 
l.,l.~ ··~}.' 'Maryland Regulations are 

4 hours minimum >' \T'~:J.1<,t--f.!requires being prepared 
each standards

No AICPA ¥es to require a 4 hours YeS'·
renewal for program 

Course minimumof4 
period. qualifica­

{OI]ly) hours per 
tions as set 

renewal period. 
by the 

Yes. OUJJ 
e 1' ' • ''1 t L1, , :2 j"l(lUfS ethicszis,notNIA N/A N/A Yes NIA No

.annuall;y tied ic\'smd:Y'of 

Have no 
pre-

approval 
Require 8 now, but 

hours in past will beNo. Weuse 
3 years Every 3 requiringtheAICPA NIA No Yes Yes

within the years the NASBAExam 
120 hour register 

requirement next year 

10 



Yes. 1 out of 
No. Renewal 3 hours must Mississippi 

be on state 
law/rules. 

only. 

No, not 
content but 

course
Missouri Yes 

specific the 
AICPA 
course. 

No 

Yes,MO 
currently 

requires the 
AlCPA 
course. 
(Only) 

Yes 

Yes, if the 
state has an 

ethics 
course 

requirement 
and the 

candidate 
has met that 
requirement 

we will 
it. 

Yes. We are 
rewriting rules 
now for ethics 
CPE (3hours 
every three 

years) beginning 
July 2004. A 
minimum of 1 

or 3 must be on 
MS 

law/regulations/ 
rules of 

professional 
conduct If 

another 
jurisdiction has 
an ethics/rules 

CPE 
requirement the 

Board will 
accept 

satisfaction of 
that 

Not a specific 
course, but there 
is a requirement 
for ethics CPE. 

(Yes) 

Proposed 3 
hours every 3 Yes 

years. 
Triennial 

N/A. Note 
ourCPE 

requirement 
does not 

N/A N/A 
require pre-
approval of 
CPE Ethics 

course. 

No 

The board has 
not discussed 
this, but it is 
my opinion 

that they 
would accept 
the NASBA. 

11 



' 
N/A ·•ves No Yes. 

~WhHt the 
. Boafd.ls N/A N}A~:. ,j::t-ro 1·Yes 

YesNebraska No 

Yes NoNevada 

No N/ANew Hampshire 

Yes NoN~w-Mexieo 

_New Jersey Yes·Yes 

; 

''1" 
•(j : r :, r lH 

No, bufj)ending 
rui6:6hilrige 'will Every two 

Yes Yes 4 hours 
requit'Ji\afi ethics years. 

c5\ll'~'<f!sbon. 
lf'l ;,"' ,·,·: 

' \' 
"f.f•l, 

,.. 

""fl:l Not at this 
Yes. We time-
require an looking"toa

l ~ l ' 'ethics Yes, only if ';;i\ ;; l change to 
Must be the 

examination it is an require an :Nb"' passage of an
with a examination · ethicstl ~sr~ examination.

passing I tj1} t f" course at f (' 

score-not a l !'' ~ • . ,- the renewal 
course. . : }' every three 

' .~' 
N/A 

Yes, NM 

_Xt;;quires the 


AI CPA. 

(Only). 


No 

sent a quick 
poll to see 
what other 

states 
require for Not sure yet. 
approval/no 

thing 
specific in 

our 
proposed 

rule. 

No. Yes. 

12 
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New York No 

YesNorth Carolina 

Yes, require 
ethics during 
each triennial 
registration 
period only. 

Courses must 
follow board 
ethics course 
guidelines. 

Yes 

No. Ethics 
course for 
licensees 

must follow 
State Board 
Guidelines. 

No 

No. Not at 
this time. 

State Board 
will be 

discussing 
situations 
that occur 
when an 

individual 
is licensed 

in more 
than one 
state and 
his/her 

principal 
place of 

business is 
not New 

York. 

No 

Yes 

No 

4 hours every 
3 years 

(triennial 
registration 

period) 

The group 
study course 

is 8 hours. 
The self 

study course 
is 7 hours. 

Every three 
years, after 

taking a 
foundation 

course 
during the 

l st 

registration 
period, a 
licensee 

may re-take 
the 

foundation 
course or 

lake a 
concentrated 

ethics 
course. 

No 

No, 
however all 
New York 
registered 
sponsors 
submit a 
statement 
indicating 
that their 

ethics 
course will 

comply 
with New 

York's 
rules. 

Yes 

This option has 
not been 

discussed. Two 
other options 

currently being 
discussed are: 
(I) accepting 

another stale's 
ethics course if 

the NY 
licensee's 

principal place 
of a business in 
Ihat stale, or (2) 
suppmting the 
creation of a 

national ethics 
course that could 

be combined 
with additional 
state-speci fie 

modules. ( tor 
example a 2 
hour national 

course plus a 2 
hour NY 

course.) Ifi'm a 
NY licensee 

who's principal 
place of business 
is in Texas, take 

the national, 
Texas and NY. 
Probably not, 

as it would 
probably not 

include North 
Carolina rules 
and statutes. 

13 



YesNorth Dakota 

Not atthis 

{. 1i~ ·, 

No NIA 

time. An Proposecl 
amendment to &mendment 

the OK would bt;:.: 8. ·n, 

RefeF·to2 . r'hours,,.AccountancyOklahoma (N/A)
Act has been probabl¥.;t4~: 
proposed that AICPA 
will make it a course. 
requirement. 

compllteiized 
test'(e'Jiieept 

'"fer 
su'Ostantial 

~j .;. ' ~ 

Ma*'acqept 
California's 

as:many;,, 
otheFstates 
already do: 

' -~J '( 

NIANo 

··J 

2 hours each 
Yes. year. 

" 1, 

N/Ao 
,. 

'!<' 

,'). 

·",f 

•J) t(, 't'). 

T,h~ .~<th.iq~ 
course is an 

j 0\
·~~\'\1W.p• 

reqlfttero~nt 

•.)~-:.qr;f}: 

'1'f t 

'-"tfr't 

No 

No. 
Oklahoma 
has limited 
stdf(abd 
c·6iifa ndt 
~ffticti\tgly 

pte!!dpprove· 
CPE 

courses'at 
tliiifti:lhe. 

,,, 

!. ~ 
,- )"1 'J 

Possibly 

Yes. 

'·' 
i;.'" 

14 



Yes. Oregon 
requires 

applicants to 
Oregon successfully 

complete the 
AICPA ethics 

exam. 

Yes, buL 
currently we 

waive the 
requirement, but 

South Carolina they have to sign 
a statement that 
they have read 
our rules and 
regulations. 

N/A NoNo 

No NoYes 

Oregon has an 
ethics CPE 

requirement for 
renewal: 4 hours 

every 4 years. 

No, not 
cUITently; but 
when our. new 

practice act 
passes they will 
be required to 
take an ethics 
course every 3 

years. 

4 hours every 
See #64 years. 

We think it 
Once every 

will he 4 
3 years.

hours. 

Ethics CPE 

must be 


offered by 

an approved 

sponsor and 


approved 

sponsors 


are required 

to include 

specific 


information 

in the 


course. 

Names of 

approved 


CPE 

sponsors 


are listed on 

the Board's 


website. 


Yes 


The Board 
would be 
willing to 
review a 
NASBA 

sponsored 
ethics exam for 

entry. As to 
the CPE ethics 
requirement, 

No. 

Unknown at 
this time. 

15 



South Dakota Yes 

j, 

Ethics course be 
completed, but 

Refer to #2. 
(No) Yes N/A N1A 

: (' 

,Y,es, i,f.tt , , 
comp,lifi~>.ii~ 

the current 
CP~.~{l~s~f 

the ~ware\. 

will accept for 
the purpose of 
reciprocity an 
ethics course 

administered by 
another state. 

We have a new 
rule effective 
Jan. 04that 

gives the board 
latitude to 

introduce a state 
ethics exam 
covering our 

rules in addition 
to or in lieu of 
the AICPA's 

exam. Should 
the board 
decide to 
require 

applicants to 
complete an 
ethics exam 
covering SD 
accountancy 
rules, it will 

most likely be 
requiref!·p.fall·· 

applicants 
including those 

.applyjng for 
lic~risure by 
reciprocity 

and/ophose 

16 



Yes, this is 
the course weTennessee Yes No 

require. 
(Only) 

No. We 
only accept 

another 
state's 
ethics 

course if the 
person is 

applying for 
reciprocity. 

Anyone 
applying for 

original 
licensure 
must take 

the AICPA 
ethics 

course and 
score 90 or 

above. 

Every three Yes.Yes. refresherTexas Yes. Yes. No. No. 
years.

course. 

NIANo NIA 

2 hour 

If a licensee 
takes an 
ethics 

course it 
will be 

treated as 
regular CPE 
and would 

need to 
comply 
with our 
laws and 

rules 
pertaining 
to CPE. 

Since the TN 
board only 
requires the 

ethics course 
as a 

prerequisite for 
licensure 

probably n~l. 
At this point 

the board 
seems 

comfm1able 
with the 

AICPA's 
course. If the 
Board decides 
to institute an 

ethics 
requirement as 

part of a 
licensee's CPE 
requirement, I 
feel confident 

that they 
would be 
willing to 
accept an 

ethics course 
approved by 
NASBA's 

Ethics 
Committee. 

Yes. 

17 



Virginia 

No, but 
Virginia does 
requires the 

AICPA Ethics 
Exam. 

No No No 

Yes we 
anticipate that 

our 2 CPE hour 
requirement in 

ethics will 
become 

effective in 
December 2003 

and it will be 
required for 
renewal each 
year. This 
course will 
cover the 
board's 

regulations and 
statutes. 

2 hours 

The course 
is required 
every year 

and the 
material 

will change 
every year. 

•' ; h·t 

y~ct''ilie 

cOU'fsthm.ist 
: he'·, 

stHiiSffireH 
1{'.1.6! r~c, 

acboftlift~e 
wftn1fhl: 
113~fd'~' 

outHdtet& a 
particular 

year. 

;~d~st6irter ,X·:, 
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State of California 
Department of Consumer Affairs 

California Board of Accountancy 
2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item V 
September 9, 2004 

Board Agenda Item VIII.F.6 
September 10, 2004 

To Practice Privilege Task Force 
Board Members 

From 	 Renata M. Sos, Chair 
Practice Privilege Task Force 

Date September 1, 2004 

Telephone (916) 561-1718 
Facsimile (916) 263-3674 

Subject. 	 Additional Arguments Related to Consideration of a Safe Harbor Provision 
for Notices 

Some additional arguments have been identified that are relevant for our discussion 
of a Safe Harbor Provision. They are being provided for consideration in advance 
of the meeting: 

1. A safe harbor allows a person to begin practicing in California before the person 
has told the California Board, under penalty of perjury, that he or she does not have 
any of the disqualifying conditions, or the conditions that require review by the 
Board staff before the privilege can first be granted. A safe harbor would allow 
someone who is not qualified for an instant practice privilege to use the privilege 
anyway until the time that the form is due, and then, and only then, learn of or 
disclose to the Board the disqualifying condition. 

2. A safe harbor means that someone who practices in California for a short time 
with no intention of ever filing the form, and never does file it, may not have violated 
the California Accountancy Act, or at least, it will be difficult to prove a violation. 
The practical effect of a safe harbor is that anyone can come in for the time period 
of the safe harbor. 

3. Delayed filing of the form under a safe harbor means that the person can 
practice in California for a period of time without first making the promises required 
in sections 6 - 9 of the form, which include agreement to abide by California's laws 
and regulations, consent to personal and subject matter jurisdiction of the Board, 
agreement to cooperate with CBA inquiries, and consent to the release of 
information from other state and federal agencies, and from NASBA. (Delayed filing 
of the form also delays the making of the promise in item 5 not to sign a report on 
an attest engagement under the practice privilege unless the person meets 
California requirements to sign attest reports.) 

I look forward to our discussions on September 91
h. 



Sfat~ of California California Board of Accou' Bepa'nment of Consumer Affairs 
· 2000 Evergreen Street, Su

Sacramento, CA 9581
Memorandum 

Practice Privilege TF Agenda Item V 
September 9. 2004 

Board Agenda Item VIII.F.6. 
September 10, 2004 

To Practice Privilege Task Force 
Board Members 

From 	 Renata M. Sos, Chair 
Practice Privilege Task Force 

Date August 16, 2004 

Telephone (916) 561-1718 
Facsimile (916) 263-367 4 

nt
it
5-

ancy
e 250 
3832 

Subject: 	 Consideration of a Safe Harbor Provision for Notices 

Under our proposed statutes, the practice privilege commences once proper notice 
is given and payment is submitted to the Board. The Practice Privilege Task Force· 
(PPTF) early on voted to recommend to the Board that notice be required at or 
before the time the practice of public accountancy commenced. 

The statutes give the Board flexibility to adoptby regulation a "safe harbor" period 
for the submission of notifications to the Board: that is, although notification would 
be due at the time the practice of public accountancy begins, the notification form 

· could be submitted to the Board some number of days later. The statutes also 
provide that if it chooses to adopt a safe harbor, the Board may by regulation 
shorten the life of the practice privilege (ordinarily one year) in cases where notice 
does not occur simultaneously with the start of the practice of public accountancy in 
this state. The issues of whether to recommend a safe harbor and its duration are 
now before this iask force. 

Arguments For and Against a Safe Harbor Period 

This topic has been discussed at length in task force and Board meetings. Here are 
the arguments that have been made for and against, as I understand them: 

For: A safe harbor will encourage reporting to this Board and discourage 
avoidance of notification. Certain CPAs may be unable to notify the Board 
simultaneously with the start of practice in this state (for example, the junior CPA 
who is sent at a moment's notice to do an inventory in California). It is better for 
consumer protection to get notice a little late than to not get it at all. Moreover, the 
lack of a safe harbor could unfairly penalize qualified CPAs for innocent and 
arguably insignificant failures to timely submit notifications. There is, moreover, no 
enforcement risk in a reasonable safe harbor period. The statutes give this Board 
disciplinary authority over those who try to use the safe harbor period to practice 
without notice. Those individuals can be found in violation of Section 5096.1 of the 
statutes (Practice Without Notice) and appropriately disciplined by the Board. 
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Against: Th.e notice form will be on-line, simple and straightforward. G'tven tod~y's 
techrfdlogie~~;rsid.niltaneous notification should not be a problem, even for CPAs 

t~ I' • 1:\' I ._j

under intensEftime 'pressures. A safe harbor undermines the fundamental concept 
of the practice privilege- that it does not commence until notification-and payment 
are submitted. It is in the interest of consumer protection for the Board to kn.ow 
immediately who is practicing public accountancy in California. 

Firms versus Individuals 

As you will recall, the issue of a safe harbor period originally arose, and continues 
to surface, in the context of l;~~~~fitirr:p,$ ..l.1~~Yrr:D9i~-~~~l~.sttl1~Uh~re. are,, ..... 
circumstances in which immediate notification is imposs'iole, given firm procedures 
and administrative obstacles. One option discussed by the PPTF in its May 

, ·!lJ;;~r~~f1~3t~f~··~t~d~ ~,?l~~~~~a~p,gr~~!. ~~~m~JHM~B:~:~PnJ:~:.\~8\.,C?re,,.:··~,C-
... ~?,@:ls!~;(~ctm.;;:<i,?\·1 rcPJl?··-~f? ll~oatlhW! .. ;~H\~~9.gJ~·~tf?.Q.th!,~,<·,a~BI?{q?~hrflf? 
pot~.nti~JI.¥ .a,~,qre,~win~ .the HE>~~~[~~:I~'.~r ::Y.t~~~,l:tt~~ fir!1TI:~;X:~~~r9i~,g;-.'H,rnec}i9te 
not1f1cat1on Wlthout,,9;(JmPr:9R;JJ~'I!~p9RRRYr.:r~r .tp;r:p,~f1qt~p..Q.. Jt1,9,e~)dm_g ~h@.:ther tp., take 
such an approach, this task force needs to consider, among other things, the 
,fc;\irn~ss t~ ,c;tPA~:not e[Dr;>J.PM,r? b~ fi~r9-:9,_.regi~J~?r.~q.J~-,~~l!fq>rrJi~. , 

:J ~\f~ ·:·S1dft~k~ ~rn''T ~ r:·· ·. · G(: fo ~SiCi"t"itJ~~l ···11 c··r C 'l}\·~·~·1taJ.:. .?~:, 

Sho L!,!~t ihBf:29~t~ld",¥YJtp ;:~ r~.~~eJJW98E~.\tb·r ~tp rPR~~l,9e"'rdt~cn ~ 
lep~gth~ ~-:~~-9~i8Q ·?9 R~ .tp~ U,MJ ~~-~i,~}~?*~" ~ ';cfl¥~i ~,~e RM~.q",t~;,~t 
,aRRf9~~~90;)9t~~!.;~}~~'?.Y~1'9;y!~lerQ ~igr~tf~W;~~i . ~i~~ JRD-g~.;.};jt,,ll.,qth§l,f.~\,are 
Sile.kJI ~s.pp vy,h:f?,t:l;:;rl,0~if.~~~ti,QJ¢)S,dl.1~, 1 rMr,,, ' 't ,·•·~'''t' .';;• ,c' 

In past discussions, the task force identified the following f~~t~~~f as ~alient'to the 
question of the length of an){, g;;bar.l;?p,~.R~Li.P;r4j ,( u,r§gJqg ..Q&ll1'tr}ltaoc.~~b>' all;

"""" __ ....., "' 't'~--.·..,-., ... ~,.....,;: --u.~>..;;~·~'*'-:•~:1;.. ,,.,t> .• ,. ~'i''•·,t....,··~ ;~\..F t tt,..f'tt'::;;lt h.,~ ~ ~ IJ,
(2) permitting compliance i · cmrrstaffcesW'Iiere~ ·a)l''b't:r·d·etays-in 

. n,~tj,fica~i~HrP~~e.,.t%.fip3J :bt~~~q\J9f§lC~~9~ ti_~~~:R·f,~ts.~~u.r~~: ~p t9r oh!t;gf~s~c;tt~ Jt:re-;. and 
(3) ava,ld:tngt-!.J.!1.d.e.GJ:e,po,rtmn ...,,tba ,9 _tQat 1f.u:ntJJ ~.J.I~., ,ttl?. ti.Qlle_,R.e.r,lq9. e.s...

\H..,..,., h ~-~~ ~ .....:;r<...." •~:Jq.,.. ... "'~ \ ~~ .t V.P 1~~~J~ 1....f' ~;;~~.\) ' .. ~ 't;,~:v~«l:·, i r , .., ~ d'~" ~<t} G ..N t ......,q ~r 10 il"'~ ":'it 

unauthorized practice without notification. I believe se·factors'still apply and 
should gJJ,ld.eJI:lJ~ t?~kFfqrq~;s:!d~)i.be,r~~jqns,?~~· t~.i:~-}?f?-igt.,"' ,. . .. 

:"'~q~ ·::;~r··H ''h!r"''' .~···-<· t:\r:. ·f~rn 2"t.\"Y'J fll$~"'11~') ,.,r-:r?:;:;"·q1~fr,,p ·~-. ,..,~ ...~ .. t~·~· " .:. 

Atta·che.r.~ .tpA~is.merno ,ts-,a~r,~Mise,P :'ilotltt · .Jor:rn.~J.hay:eJ~a.tt~tnnJ~d to. ¢qnfopi'"t it 
,...,.... -c...~~~rtL··)j ~...... <;;(~ ~ -~:~~,.;,~.h :-.~""''"~ """;,;:. ... "•.~.:""' ~ ..:n,;;. rt>\ ~4.,t\rt· '"·~ 1 ,Js~"'"'<·" t1tf~i <l··,··!J~~ r.r..i·~····Y·' ... '.....:~~t·:•..,ttt.~~"l,,_ 

to-,th.e p,~~v:IsLons:pf.-tge ,§i:!atutt$:, 1 ,F?:t~f'pefr, . · :h.?~!i:t~oi_ ,,0' .q~~~Jn~l~:~~-~::,~··sar~1 ., 
harbor -S!IIgwam~e~fqr i~~1't§"·emP]f1Myq,t8Y l!r~'~t~ltr:~1 ftr~f· .Jb!~,{~~!~l'&~::!~:E~~~~y, for 
the pur:p0$8,S Of diS9USSIEm a00 ll)_~_strc;:lte? hO'f' a safe narbor, SO hmi'~E7d0, coui·<;J_,~Tfect 
the,g.L:J.ration of ~1:1~ practice priv;ilege,.. .. ' 
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STATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 1"\rto..vL.u "''-'nnlo'\r<..<.co""'"'"'"'"• c;,uv.,.mut 
f'~~d~==~~~========================================~==~~~~ 

CALIFORNIA BOARD OF ACCOUNTANCY 
2900 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (916) 263-3675 


WEB ADDRESS: http:/lwww.dca.ca.gov/cba 


Attachment 1 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA 


BUSINESS AND PROFESSIONS CODE SECTION XXXX: 


Name: 

Prior Names: 

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number 
(business hours): 

Fax Number 
(business hours): 

E-Mail: 
(To facilitate contact in the event of a problem in processing your notice) 

Date Of Birth: 

Social Security Number: 

In connection with this privilege to practice, I wish to be able to sign a report on an attest 
engagement. 0 Yes 0 No 

QUALIFICATION REQUIREMENTS: 

1. 	 I am an individual. 

2. 	 My principal place of business is not in California and I do not have an office in 
California other than through a firm that is registered in California and of which I 
am an employee. 

3. 	 I have a valid license to practice public accounting in the state/jurisdiction of my 
principal place of business. 

State/Jurisdiction: License Number: 	 Date Issued: 

'I4. 	 c..__: a. The state/jurisdiction identified in item 3 above is deemed substantially equivalent 
by the California Board of Accountancy (see Appendix 1 for list of substantially 
equivalent states); OR 



,1' •• 

Db. 	 My individual qualificati~£1~~6~~~·.9.~~Q:':9J~]'§f;jl):ined by NASBA to be substantially. 
equivalent (NASBA file n·o;:;f .. ~:.,,_. . ).;•.Gl.R·. ··· 

•"" ~~· - " 	 . 

De. 	 I have cont~nu~lly pra?tlted 'public accounhthcy as a certifie;~fpub[ic ~cgoyn~g.Q,t 
under a valid license 1ssued by any state for 4 of the last 10 ~e~. j,:i, ~~~t \ ' 

, < ~'~·.'.. 

5. 	 I understand that I may sign a report on an attest engagement under this privilege 
to practice only if I meet California's requirements to sign attest reports . 

\ "'~ 	 ' •,J. • . \fty··"' 3' .~,. n"')""" • . ~ •'i''&"'i...., ·~ ~ ' ' 1111'. " ,I ~ .·Y·1~""·l .~. ~u.{~ s "'- -~ ~~~ ~~· • /'':jit,g::J:.~'r•~-:_)1~;, j~ft,rJ\ !lfi){'T J..) t.: ><'~ 

6. 	 ,.\ r;~'r., ria@re'Ettilf'raoidl.e::byztne laws:·bfJ~IileJState1of~~·~Jiforo<ic;t; In:oludtm:g%~.®~J(~·~li:f~:rnia:.· ·::' 
Acc.dtJlitancy:l\t;t:(!~:t;J:s ili'ess}anGJ tM>n))fgs:sip'lll§! ·($·o:dg t$!=1 ctiprr·p~~:!J}1; ~sseq. , 
accessible at http:llwww.dca.ca.gov/cba!acnt_act.htm) and the regulations 
thereunder (accessible at http://www.dca.ca.gov/cbB!regs.htm). 

7. 	 I consent to the personal and subject matter jurisdiction of the California Board of 
Accountancy (CBA) including, but not limited to, the following: 
a. 	 To suspend or revoke, without prior notice or h-earing and in the sole 

discretion of the CBA or its representatives, the privilege to practice p!Jblic 
accounting; 

b. 	 To impose discipline for any violation of the California Acco.uqtanc¥ ~Gitpr._ 
regulations thereunder and recover costs for investigation anc;(f)f:O.s,~:~.~uffon;
and '· · · 

c. 	 To provide information relating to a practice privilege and/or ~¥dYf.\¥lJ1l~.v'"" , 
additional and further discipline to the board of accountancy of C!DY.\9ther,l?.tate 
and/or the SEC, PCAOB or other relevarit regulatory authorities: 

' 	 : nt';~ ·: /' j 
8. 	 I agree to respond fully and completely to all inquiries by the CBA r~Iating tq;f,ny; , 

California practice privilege. 
~ \ \ 	 ~ 

9. 	 I consent tGH~~~aJ.J!qoJjt~,~cf;!!J~1 G;B~~Sb¥@~Qf%tl;l:¥~;~c~~FlW¥n )rblt1Jfh!1i:i~$s 
of the information provided in this notification. I consent to release'of 
all information relevant to the CBA's inquiries now or in the future.bM> . ''-', 
a. 	 Contacting other states; · · · 
b. 	 Contacting the SEC, PCAOB or any other federal agenoy.·beffm:re ,whi$~;1 ar;n . 

authorized to practice; and 

·c·. contaetin§l 1'\l~~EBA:-· 


.1 0. 	 I am submitting this notice to the CBA at or before the time I begin the practice of 
public accountancy in California and understam:artmatt:;tl'fis~ prrc:~:croiee"'p:rivilege , 
expires one year from the date of this notice or; OR 

D 	 I am an employee of a firm registered in California and am submitting this notice 
withTn'[ ., t'J :day·s •0f'b'ElgiAnin'g :the~tzlr.:a:cticetGf p.umlic~la;C:G.(!J!lltltanoyi.J.n California. 
uMdersla'f.l'd 'that tiiis'~~·r::u~tice· priliil~ge exj:Dires1·~~ 1'111.oAths~ fr;mflR~tl<ie 'date of this 
notice. 

11. 	 .. I.:nave ·mel"'the ·continuing education requirements and any ethics ·e?::am 
requirements for the state of my principle place:of·busimess, 'l 

12. 	 In the event that' 'any of the information"in this n:otioe changes, I will provide the 
CBA written notice of any such change within 30 days ofits occurrence. 

j (.~ \ 

13. 	 I am concurrently ·sub.mittimgJ the fee,of·.$1'00,0G. I•··· 

2 




ADDITIONAL INFORMATION: 

In addition to the state of my principal place of business, I am also authorized to practice in the 
following states or jurisdictions. 

Other 
State/Jurisdiction: License Number: ____ Authority: 

Other 
State/Jurisdiction: License Number: ____ Authority: 

Please check any of the items below that apply. For any checked items in (1)-(4}, you must 
provide additional information as requested in Attachment X and you are not authorized to 
practice in California unless and until you receive notice from the CBA that the privilege 
has been granted. 

1. I have been convicted of a crime other than a minor traffic violation. 

D 2. I have had a license., registration, permit or authority to practice surrendered, 
denied, suspended, revoked, put on probationary status or otherwise limited. 

D 3. I am currently the subject of an investigation, inquiry or proceeding by or before a 
state, federal, or local court or agency (including the PCAOB) involving my 
professional conduct. 

D 4. ! have had a judgment or arbitration award in an amount greater than $30,000 
entered against me in a civil action alleging actionable conduct in the practice of 
public accountancy. 

D 5. I failed timely to submit the required fee with a notification submitted immediately 
prior to this one. 

I, , understand that any misre'presentation 
or omission in connection with this notification is cause for termination of any practice 
privilege in California and that the California Board of Accountancy will act accordingly, 
including the notification of other state or federal authorities. I certify under penalty of 
perjury under the laws of the state of California that the foregoing information is true and correct. 

Signature: Date: 

Your privilege to practice commences with the submission of your completed notification and 
your fee. If your payment is not received by CBA within 30 days of this notification, you do not 

hold a valid practice privilege-'­

Privacy Statement: 
The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for 
practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the collection of this 
information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplete. 
Information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another 
governmental agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional 
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his 
or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of 
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at 
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or 
access to records. 

3 




------ --------

iTATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 ARNOLD SCHWARZENEGGER.. ·3ovemor 

Q~tateof CALIFORNIA BOARD OF ACCOUNTANCY'-.~ - _ \,~;;;ry{;.-11 Li.'.L!1( 1' 
CoUfomlo 2000 EVERGREEN STREET, SUITE 250 ..

t:lepartrm<nt of 
SACRAMENTO, CA 95815-3832 

Consumer 1f~'SBPI-f01<1E}l(t~1relj 263.(5686· . 
FACSIMILE: (916) 263-3675Affairs 

WEB ADDRESS: http://www.dca.ca.gov/cba 

ATTACHMENT X 

. .. 
1. 	 rt'y'O'rrcheCked :ltefh~·1, 2, or 3 under additional informatii'on,;pleas'e pro\1.ide,eX1planatory,~-:-· 

details: ·,~·· -· 'I'~ . 

,•'l 

.,·.·· 

2. If you checked item 4 under additional information, please pr'0v~ae: 

oate ofJo'dgrnentJ Jt:Jrisdidtion 

Arbitration Award: /Court: .. 'Dooket'N o: 


~)f' 

('\ 

- ~ "~ { 

)' 
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State of California California Board of Accountancy 
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item VI Board Agenda Item VIII.F.7 
September 9, 2004 September 10, 2004 

To 	 Practice Privilege Task Force Members Date August 17, 2004 
Board Members 

Telephone: (916) 561-1788 
Facsimile (916) 263-3674 
E-mail agranick@cba.ca.gov 

From 	 Aronna Granick - Xk__v-yf /h. ... / 

Legislation/Regulatiohs C;~din~or 

Subject: 	 Consideration of the Procedure if the Individual's Fee is Not Received on Time 
or the Check is Dishonored 

On August 16, 2004, a work group consisting of Renata Sos, Hal Schultz, Mike Granen, 
and Board staff met by conference call to develop recommendations to address instances 
in which the fee for the practice privilege is not received on time or the check is 
dishonored. Below, for Task Force and Board consideration, are the procedures proposed 
by the work group. 

The following assumptions were made: 

1. The Notification and Agreement to Conditions for the Privilege to Practice Public 
Accounting in California will be available on the Board's Web site. The individual will 
have the option of completing the form on-line or downloading the form from the Web 
site. 
2. The practice privilege will commence on the date the notice is properly submitted. to 
the Board, unless the individual answers affirmatively to any of the disqualifying 
questions. 
3. The payment must be submitted concurrently with the notice and must be received 
by the Board within 30 days of the date of the notice. Payment will be considered to be 
"received" by the Board (under Section 5096) when then Board receives a check which, 
on the face of it, appears to be valid. 
4. In accordance with Section 5096, if the payment is not received within 30 days of the 
date of the notice, the practice privilege never commenced. 
4. Information regarding the practice privilege holder will be posted on the Web site 
when the payment is received. 
5. The Board may not be aware .a check was dishonored until six to eight weeks after 
the check was received. 

In those instances in which the Board does not received that payment on time, the work 
group proposes the following procedure: 

• 	 Twenty days after the date of the notice, the Board will notify the individual that 
payment has not been received and that it must be received within 10 days. 



.:::.: ' 

,.... 

'' 
 'l! ~~t'>,t 
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..• There,.y~it! pea 10 da~~.,_opportunityto cu~e, l!f.the payment is rf!p~~~~S~. within the 10 
days, the 'practice privilege will continue. · · ·" 1 rr,··· _~ , ~ 

Jl'r ·If the.~PS,¥fQ.~nt.is no~_(j?:Peived, a new notice and payment must' bec_,rsu5mitted to 
~b~~~ 9 p;~acttce p,nyrlege. 

_,. • lt.wJIL.b~ 
,' "'"'~;·.,.·)"',) ' 

a disqualifying condition to give notice without submitting payment in a 
thnely manner. This disqualifying condition would prevent the individual from 
automatically receiving a practice privilege simply by giving notice the next time the 
individual seeks a practice privilege. Instead, this individu;:~l wqul9 _have to w~it for 
the Board's approval pursuant to Section 5og~(~):qefore,JP,.~.-~F.99t-V:ie,pdvOr.~·e can 
commence (e.g. after a personal check has cleared or after a cashier's chefck or 
money order is received) . 

•.,, ,.·;-/''' ,,'c.\ ; '-'~ ,t).'<, .:·· •;,'J""J, "-!. L·)· i.( .~r·, 1 

In those instances in which the check is dishonored, the.~oJ~;gr,gup ~~gp.osesthe 
following procedure. 

, ~ .J(.L ~! ·:.J.)t;_~ ,.~ ,.~;,.r.__;,..,~,~~• q','1'-~~t.:-, (} J):•t.! 

~.1·: ,. -'vMh~nJhe. S·Cil,~m~1 b~~orn~~-aw~~r:e Jh!§ qt.le!:* w;3-s :d.i~h~rJQ[eGi:,,,tlile ,p.r:aoti:ee•:pr:ivUege will 
be _pJacec,U:m,admini~tri;lti'(~·~U~pen$iOI;!, o: , · .: r ··r; . , . •• 1 

:e.. )f.hJe ..iodi:Midu:al wiH be ntotifie:Gh~fthe;;adrr:ilmistrative'Suspen:si0.P.Uartd h>e:giv;e,r::~;ar20 day 
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che'Ck o:r'rhoneyror:deT iS re:ceived~'3'' ;· · ·" 
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DRAFT 

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


July 15, 2004 

The DoubleTree Club Hotel 


1515 Hotel Circle South 

San Diego, CA 921 08 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
1:35 p.m. and welcomed the participants. Ms. Sos indicated that to ensure compliance 
with the Bagley-Keene Open Meeting Act, when a quorum of the Board is present at 
this meeting (eight members of the Board), Board members who are not serving on the 
Task Force must attend as observers only. 

Present: 
Renata Sos, Chair 
!an Thomas 
Gail Hillebrand 
Harold Schultz 

Absent: 
Thomas lino 

Staff and Leaal Counsel 
Mary Crocker, Assistant Executive Officer 
Patti Franz, Licensing Manager 
Michael Granen, Deputy Attorney General 
Aronna Granick, Legislation/Regulations Coordinator 
Bob Miller, Legal Counsel 
Greg Newington, Chief, Enforcement Program 
Michele Santaga, Enforcement Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 
Jeannie Werner, Deputy Attorney General 
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',,~~ \. ' ~~ ·-' •,._...-;("., -4'~ .t 

·p'r~~ess for detern:ining substantial.~~\~!t~J~ri'cy:,'lt y.;as tMe consensus of the Task 
Force to concur With Ms. Sos' suggestion. 

Ms. Sos observed' th.~t:w~:th:i5 .~ubstantially 'equivalen·t state~~and the '(four of ten" rule, 
it is likely that there would be very few licensees who would-heed to qualify for 
substantiar eq~:i\Y~1Iency as individuals. She expressed an interest in obtaining more 
information regarding how many people would fall in this category. She added that 
Credential Net's review is a sixJt0,e,ig.ht-~WEl~k pmce~s ..and it would not be practical for 
Board staff to undertake such a review, " . . · · · · 

VII. Consideration of Notification Payment Issues. 

A. If the individual does not pay the feetor the check is dishonored, should there be a 

limit to the number of subsequent notifi"c~fibns? ~-·· · .,_ 


Ms. Franz reported that to prepare the fiscal impact analysis it was necessary to 
identify on a very high level the work flow that would be involved in processing · 
notifications.- Thert.!~el:l;n:),~~.6?n~dt'7!9, ttJe..)~OJ~~fl.cr~t£hart.were ~ro.~!.ded with her July 6,

• tt.. d· '•l;."'.ct ( 1\-!+ ··~' ·•'•·4
"'·•· :'\ > ' ' I!, !'.... t'h n t'• . ' ..!j"'. 'I' :·• •• tt..:''i.-. :"2004;;dlil~n:l~·~,!i\J \~~'· .;~.~~;·irf8Q'?g..".~~~~~ · · · .'.1'· ·· , .......':-· ·B""IA·roev~ '(2)!Din9~ ·1"11~8 ··: . 


workflow .chatt,"~Q.i s.ue_§ were::ioentifi.e~ . . . . :liJestio'M'w§§ifril!f~tllll9\;iriJ'€1:ii.Jidl:Ja'l '"' 
does nqt pa¥.th~;l~ecf?r t.~-~ ~~@Gc,~;i~ iW~B.i?~ or~~~·cs~~~~~~~~:t~~;·:s~b!f1is~ ici·rr;e~.s~tss~qBeAt 
notifications be limited or prohioifeCI? Alsb7 wotJid '!f!T~~o-e 'the sarhe1as~ifll:fi'~1!in·cfli~id:ua:lf' 
never submitted the notice and was therefore in vidlatidrd6r.pracficifig:rv:Jithm~urra.·:· ·· 
practice privilege? 

During the discussion, Mr. Miller pointed out that it is important that the im!fi\Yidua·l-"mnt,:r 
be exposed to unwarranted legal problems because of a dishonored check. He~moted 
that there is a possibility that clients could refuse to pay for services because-'fhe~@RA- ·· · 
was technically not authorized to practice. Ms. Franz suggested that one opti8'Pi"Wou'I€J 
be to give the individual an opportunity to remedy the problem and to terminate the 
practice privilege if the matter was not resolved. Mr. Granen expressed an interest itl''S·?'.:.~ 
there being a signature on the notification and suggested that one way to do this·woald' · .. 
be for a signed form to accompany the payment. 

' ( j ~~~~ .. 

After discussion, Ms. Sos suggested that there be a·sub-task force :q'offsisting ef' her,. . . 
Ms. Crocker, Ms. Franz, and Mr. Granen to consioer t~e,paymerl:t:tl~s8es: aiicl Gle:Ve'lt>p a 
proposal. Mr. Schultz volunteered to participsJ~ .i~ ·t5~;~:u~~ta~!fifmrcre''tG'~'~r0\fident:l·putr
from a licensee's perspective. --' ·' : "rf·.~t '' "· ··,;"'f;h•:1 • ,- ·• 

1B. May a notification be withdrawn prior to the ~~~lf~~on~gf t~.~·_:3t,:d~y''p.ayrrff!if;ll'pe:rib'd? 
.£ ~~~:-,·! J ":~ !"'..., '''\")'ll~r· .~:~ ·:.~~ r:;;.;..; ""'.i~;c'r 1 '., 

Ms. Franz called the Task Force's attention to the next issue i~·he'fJu:IY'o::2004;-t1f:remo:·' 
If an individual submits a notice and subsequently fiQds.Jhe C~li~ofrff~·rpr~·dtTt~ prWil~gf::~ ;· 
will not be needed, may the notification be withdrawn prior to the exp·iration df tMe 3'01' 
day payment period? If so, will payment be waived if not received, or if received, 
refunded? It was tt:le ooAseAsus of tt:le Task Force that the full fee would be due upon 
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- submitting the notification and would not be refunded. Mr. Schultz indicated it should be 
treated the same as a nonrefundable airline ticket. 

VIII. Comments from Members of the Public. 

David Stabbe, CPA, provided comments and posed questions to the Task Force. He 
asked if, under the practice privilege proposal, accountants from other states and other 
countries could come to California and practice regardless of the requirements and 
standards they met when they initially became licensed. 

Ms. Sos responded that to obtain a practice privilege the first thing that is required is an 
active license from another state_. Practitioners from other countries will not qualify. 
The second requirement is, if the practitioner wants to sign attest reports, he or she 
must meet California's requirements. Ms. Hillebrand indicated that the Board plans to 
conduct random audits of practice privilege holders to see if their qualifications match 
the assertions made in the notifications. 

Mr. Stabbe indicated that he assumed that the practice privilege requirements would not 
apply to tax services. Ms. Sos responded that the requirement would apply to 
everything that constitutes the practice of public accounting as defined in California law. 
Mr. Granen concurred and clarified that an out-of-state CPA would need to get a 
practice privilege to prepare tax returns for California clients. 

Mr. Stabbe then expressed concern that other states would enact similar laws so that 
there would be fees for California CPAs to prepare tax returns for clients in other states. 
Ms. Sos indicated that the intent is to enhance consumer protection while at the same 
time making it easier for CPAs to practice across borders. The intent is not to make it 
more expensive. 

IX. Agenda Items for Next Meeting. 

The agenda items that were deferred at this meeting were scheduled for discussion at 
the next meeting. Also on the agenda are the items in Attachment 1 proposed for 
discussion at the September meeting. 

There being no further business, the meeting was adjourned at 3:30p.m. 
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