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DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY

FINAL
MINUTES OF THE
September 10, 2004
BOARD MEETING

The Hyatt Regency Hotel
1209 L Street
Sacramento, CA 95815
Telephone: (916) 443-1234
Facsimile: (916) 321-3099

[. Call to Order.

President lan B. Thomas called the meeting to order at 8:35 a.m. on Friday,
September 10, 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 8:35 a.m. to 3:35 p.m.
Renata Sos, Vice President 8:35 a.m. to 3:35 p.m.
Stuart Waldman, Secretary-Treasurer 8:35 a.m. to 3:35 p.m.
Ronald Blanc 8:35 a.m. to 3:35 p.m.
Richard Charney 8:35 a.m.to 3:35 p.m.
Ruben Davila Absent

Donald Driftmier 8:35 a.m. to 3:35 p.m.
Charles Drott 8:35 a.m. to 3:35 p.m.
Sally A. Flowers 8:35 a.m. to 3:35 p.m.
Sara Heintz 8:35 a.m. to 3:35 p.m.
Gail Hillebrand .8:35 a.m. to 3:35 p.m.
Thomas lino 8:35 a.m. to 3:35 p.m.
Clifton Johnson 8:35 a.m. to 3:35 p.m.
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1.

Olga Martinez 8:35 a.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 (CalCPA)
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 (CalCPA)
Jeannie Tindel, California Society of Certified Public Accountants (CalCPA)
Sarah Weber, Center for Public Interest Law (CPIL)

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 ltem XI.B.)

Report of the President.

12491



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 legisiation)
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. Shuliz 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
ltem VIILLE.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 ltem
XI.B.)

. 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.

. Update on Status of Practice Privilege Legislation.
No report was given on this agenda item.

. Consideration of Whether the Board Should Aécept 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 CredentialNet. 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 that NASBA
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 CredentialNet
certification of individuals as substantially equivalent with the
flexibility to reject or deny individuals if the Board determines
that they are not substantially equivalent.

. 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.

See Agenda ltem VIIIL.F.4.

. 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. Ms. 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. ‘

12504



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.

. 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.

. 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.

. 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

11.

1.

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 and 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.

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

Ms. Sos reporied 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.

Examination Appeals — Personal/Written.
A. Personal / Written Appeals — None.
Recommendations of CPA Qualifications Committee.

A. Appeals.

Personal / Written Appearances — None.
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September 9, 2004 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 Schuliz

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




Julie D'Angelo Fellmeth, Center for.Public Interest Law

Michael Duffey, Ernst and Young LLP

Katie Gould, Society of California Accountants

Harish Kahnna, Admmlstratlve Committee Chair .

Richard Robinson, Richard Robinson and Associates

Larry Schnitzér, California Society of Accounting and Tax Professionals
David R. Stabbe, CPA

Jeannie Tindel, California Society @fJCemﬂed Public:Accountants

Ll F

Board Members Observing
Richard Charney

Donald Driftmier

Charles Drott '
Clifton Johnson

Olga Martinez

Stuart Waldman
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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. ldentification of Additional Issues for Task Force Consideratidn.

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 were 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 reporis?

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



is nedddd may need to be discUssed fwice so thatitha Task Fofce can considér the
outcome of the Enforcement Prograim Oversight Commiitte&’s discussion related o
internet practice.

Ms. Sos then identified two additional matters for the Task Force to discuss. She noted
that an educa ion amd outr‘e G

Sh-plan néeds.to be dexfelopea %o effecti vely ’oommumcate
the cha_q allficensees? I add iR, the Talsk FordetReets s makea ™ ‘
o'th At regardingithé fee amotint for»praotlce privileges. Ms. So¢
Findicafe @‘"ﬂ"fat the Wordirg on tHE issU& on exetfiptivhs ffom disqualifying
condmons needs to be re\;lsed to clarify it only apphes in the llcensmg context and not to
o’cﬁer ca’fceg 8 BFdisqualifying ‘cen‘éi*mons Stgh’ as cnmma‘l oonv;c’uons " "

it NEAF e RN

1. Nonﬂcatlen E6tm — Considaraticr’ of H ol ‘i’: ’S‘!’\ould ‘beHandledsi m Regula’uons

SR IR T a0 #1gfd BORWES T L gt Rl

Ms. Sos indicated that one of tﬁ""'f'iq*ue“”s"uens" Beforsdhie Task Forea'is whetherthe Board
should put the not ification fo m ltself in a regulation or adopt a regulat:on tha’t contains a
narraflvegdescrio‘u‘ B h itéhis 2
clighits Were gcormfsitableWith'sp g e contentsToiihe ol Heirat & Rt
then [étifigatHE stafP Have ?h*’% TI’“”“lthxix)’/“”’ o fhal 16 o éHef‘ St
expressed concern that, if a completes g
necessary every time the form was modified, implementation could be cumbersome
Mr. Miller observed that® é“”]t%“‘ﬁ"’@ﬁé"s*th”’“e@sen’naTr%gulat@fgf sléfmentstale Wessribed in
the text of a regulatlon |t was not necessary to spell out the precise terms. Ms.

HilleBr &t ¢ ittt S T3 “‘?F'“‘fde%’?”“ "?\-fc"sonsensus by
reviewing thgac evels

be a fairly easy maﬁer to descrlb
moved by Ms. Sos, seconded by Ms. Hlllebrand and

esif s g
he‘l’é}s‘&ff'w ‘A

a—h,

s 1on=3i‘t‘iiv§§f '
imously carried to

julation

i1 &\ LR atre SR 2T

‘f@err’owdmg

KPR ‘f" R c‘s;é*‘t"y}u BOEE W fws s

Sry Xt

4 et s oer -
of the UAA Task Force At Ms. Sos’ suggest;on it was the consensUe-of the Task
Force to defer consideration of this agenda xtem until the September meetmg

v e (EET N R P I i AT R L ""; =7 =R TR P YA BN T

V. Considarationisrvisthét e Board Sﬁheuld Ao'ept"NASlA‘*s .e‘szgnatxe riof States:

as Substartiaily Equivalsnt (Stbjeet to°Bodrd: Rewew)vor Developtits Owarlists @
3EOMIU0 30l 10T VIEASENGT AINOIT Gt oty
Ms. Sos repoﬁed that Dlane Rubm NASB/-\ s VIce chair-elec’c has agreed to attend the
r “AbBt NASBA® s‘*pr S fors e o 20
i /s, f 65 s“fs«Uggestron‘?’f”Vc Wa consénsiis of:
the TaskForce to’ defer abt;‘oh oh ‘Ehrs ‘agenda itef unitil aﬁer Ms Rubin’s remarks atr the

next meeting. ’ o

’
e



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 fo 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 concern 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 iesser 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
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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.

VI, 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 regardiess 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.

{X. Agenda ltems 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.
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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, 2008. At the conclusion of the 30-day payment period, the
individual does not submit the required $100 payment. However, the licensee

submits a subsequent notification for another practice

privilege on April 1, 2008.
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By law, the requirements for holding a practice privilege will not be met if the
individual fails to submiit 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:

. s An individual submits a notification to the Board on June 1, 2006. On '
June 22, 2008, this person is notified his or her services are no longer needed in
California.

If the 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 exampie, 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.

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

Attachment
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State of California California Board of Accounianc
Department of Consumer Affairs 2000 Evergreen Street, Suite 250
Attachment 2 Sacramento, CA 95815-3832

Memorandum

Practice Privilege TF Agenda ltem VILA-B. Board Agenda Item VIIL.F.8.
Juily 15, 2004 July 18, 2004

To :  Renata M. Sos, Chair
Practice Privilege Task Force Members Date : July 8, 2004

Telephone : {916) 561-1740
‘ Facsimile : (916) 263-3678
/ E-mail . pfranz@cba.ca.gov

TR
L%é’: ¥37E Q)ufiu £
From : PatiiL. Franz

Licensing Manager me-—

Subject:  Notification Payment lssues Related to Practice Privilege

Attached for 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 Pubiic
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 theform 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,
uniess 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, uniess 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 discussibg the process, the following guestions 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 limitad 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, 2008. At the conclusion of the 30-day payment period, the
individual does not submit the required $100 payment. However, the licenses
submits a subsequent notification for another practice privilege on April 1, 2008.
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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

To

From

Subject :

Practice Privilege TF Agenda ltem VII. Board Agenda ltem VIil.F.8.
September 9, 2004 September 10, 2004
Practice Privilege Task Force Date . August 24, 2004

Board Members

Greg Nev?ugc;;%

Chief, Enforcement Division

Telephone : (216) 561-1731
Facsimile : (916) 561-3673
E-mail . gnewington@cba.ca.gov

Consideration of the Standards and Process for Determining How the
“Disgualifying Conditions” May Result in Denial of the Practice Privilege

Proposed Business and Professions Code Section 5096(qg) 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 resuit 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(q)(2) — Paragraphs (A) and (B)
(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 inclidé fevocation
of a Texas CF’A certlf“cate for-failure to renew the license timely.
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Section 5096(a) — 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 canditions adopted
by the Board in reguiation.

GPN
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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.

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

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

(8) 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
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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 order granting 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 involving 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
guestion, 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 other provision 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 (&) 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

Oepartment of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda Iltem VIl Board Agenda ltem VIIIL.F.9.
September 9, 2004 September 10, 2004
Practice Privilege Task Force Members Date : August 24, 2004

Board Members

Telephone : (916) 561-1731

Facsimile : (816) 263-3673

E-mail . gnewington@cba.ca.gov

Gregdny P. Newington
Chief, Enforcement Division

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 1] 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
ftem 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(a)(2)
(9)(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(1)
(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

To

From

Subject :

Praciice Privilege TF Agenda ltem IX. Board Agenda ltem VIII.F.10.
September 9, 2004 September 10, 2004
Practice Privilege Task Force Members Date : August 24, 2004

Board Members

J;%?Newmg on

Chief, Enforcement Division

Telephone : (816) 561-1731
Facsimile : (218) 263-3673
~ E-mail . gnewington@cba.ca.gov

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)(B) from being disqualifying conditions under this subdivision.”
Section 5096(g)(2)(B) 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. Qur suggested list for exemption
includes violations for which the discipline or sanction is limited to:

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

GPN



State of California ~ California Board of Accountancy

_ - Department of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem X. Board Agenda ltem VIII.F.11.
September 8, 2004 September 10, 2004
Practice Privilege Task Force Members Date : August 24, 2004

Board Members

Greg (ﬁ Newzgc;%

Chief, Enforcement Division

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

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 may be employed whenever probable cause exists to
suggest the individual lacks competence or qualifications to practice under practice
privilege.
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This would.include, but not be limited to the following occurrences:

» The individual fails to meet gqualification requirements cited in Section 5096(a)
(Attachment 2).

« THe individual experiences a disqualifying condition as described in
Sections 5096(g)(2) (Attachment 2).

e The individual commits an act of unprofessional conduct as referenced in
Section 5100 (Attachment 3).

The individual fails to timely respond to a Board mqun'v or request for
information or documents. AR A -
Administrative suspensiep: raay be: empl@yed Whenever an mdmdual faifs to
respond timely to a board inquiry or request for information or documents.
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) C Sixect "7 CALIFORNIA BOARD OF ACCOUNTANCY
M Caitoria 2000 EVERGREEN STREET, SUITE 250
\am”‘*““’“ SACRAMENTO, CA 95815-3832
Consumer TELEPHONE: (916) 263-3680
s FACSIMILE: (816) 263-3675
Aﬁ’a‘ms WEB ADDRESS :Lhtt;(l.'!/w%/vw.dca.ca,govlcba
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, | wish to be able to sign a report on an attest
engagement. [ Yes I No

QUALKF!CATION REQUIREMENTS:
1. | am an individual.

2. My principal plat:e of business is not in California and | do not have an office in
California other than through a firm that is registered in California and of which |
am an empioyee.

3. | 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, []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



. t@~practlce3@njy élzmeepcalf@rmaes requirem
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'} am concurréntly submitting tHe fee of $100,00.

under a valid license issued by any state for 4 of the Iast 10 y\eé‘rs.“

| understand that | may sign a report on an attest engagement under this privilege
nis:fo son é?:f%@rt:,S--*czu&w

A

1 agree to ab.lde byw e State O{Cagllf%miaﬁnc ‘g the Cahfom
Accourﬁancy AEE (B 1 Protessibhs Cote S&6 OCTO et seq.,
accessible at hitp://www.dca.ca.gov/cha/acnt_act.htm) and the regulations
thereunder (accessible at htfp:.//Awww.dca.ca.gov/cba/regs.him).

5‘3!":;4 vv'-'m‘hr-

":D"

| 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 Accountancy Act or
regulations thereunder and recover costs for investigatiori a8Ad prosecutlcn
and

c. To provide information relating to a practice privilege and/o“"r refér
additional and further discipline to the board of accountancy of any other state
and/or the SEC, PCAOB or other relevant regulatory authorities.

Brepret e ow

| agree to respond fully and completely to all inquiries by the CBA relating to my
California practice privilege. )

| consetitfs the authority of the CBA foverify tHeSccura *”%fhd ‘tru‘bhfulness

of the information provided in this notification. | consent to the release of

all information-relevant te the CBA’s inquiries now or in the future By:

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before ‘Which | am
authorized to.practice; and

c. Contacting NASBA.

| am submitting this notice to the CBA at or before th@;t[mewbegm the,practicg-of

Fudics

public accountancy in California and understand that this practice privilege
expires one year from the date of this notice or; QR. ... . ..,

of a firm registered in.California.and. a msubmitting this notice

withi n‘[, 1 Eia,gﬁs;ipf begnm ing. ‘che prac ce of le 3%cfé)oun‘cancy in California. |
understand that this. practice privxiege éxpires [11 monﬁqs from,the date of this

notice.

Tery e e o oy

I have met the continting eduoa% ion requ rements and anyfwe‘chics exam

requirements for the state of my principle place of busmess

In th‘é‘ event that anyﬁof-‘th’e*i'nforrﬁétio’n in:f/hié notice changes, | will provide the

.GBA written notice of any such change within 30, days of its occurrence:

STRId T . G0

2



ADDITIONAL INFORMATION:

In addition to the state of my principal place of business, | 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 fo
practice in California unless and until you receive notice from the CBA that the privilege
has been granted.

O 1 | have been convicted of a crime other than a minor traffic violation

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

1 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.

O 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.

1 s | 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. | 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 requlired information is grounds for rejection of the notification as being incomplete.
Information provided may be transferred to the Depariment of Justice, a District Atiorney, 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 1788.24. 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 (918) 263-3680, regarding questions about this notice or
access to records.



STATEOF CALIFORNIA —~ STATE AND CONSUMER SERVICES AGENCY ’ ARNOLD SCHWARZENEGGER, Governor

, Stato of CALIFORNIA BOARD OF ACCOUNTANCY
A\ Sl et 2000 EVERGREEN STREET, SUITE 250
; SACRAMENTO, CA 95815-3832
£ qumer TELEPHONE: {916) 263-3680
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WEB ADDRESS: htfp./iwww.dca.ca.govicka

ATTACHMENT X

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

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

Date of Judgment/ Jurisdiction
Arbitration Award: Court: Docket No:




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
gualifications for licensure which have been determined by the board to be
substantially equivalent to this state’s gualifications under Section 5083.

Section 5096(q)
(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.

ATTACHMENT 2



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, 488, 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) Willful 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.

(j) Knowing preparation, pubiication, 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.

() 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 their designees under the
Sarbanes-Oxley Act of 2002 or other federal legislation.

ATTACHMENT 3



Practice Privilege

Issues/Regulatory Development

Issue

Proposed
Meeting Date

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?

July ‘04 Meeting

Should the Board adopt NASBA’s designation of states as substantially equivalent (subject to Board review)
or develop its own list? '

July ‘04 Meeting

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

July '04 Meeting

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

1. Should there be alimit to the number of subsequent notifications?
2. May a notification be withdrawn prior to the expiration of the 30-day payment period?

July '04 Meeting

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

September ‘04 Meeting

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

September ‘04 Meeting

What, if any, minor infractions should be exempted from being considered a disqualifying condition?

September ‘04 Meeting

What should be the criteria for administrative suspension?

September ‘04 Meeting

At what point does a licensee need to apply for licensure instead of requesting a practice privilege?

September '04 Meeting

What, if any, additional requirements should there be for signers of attest reports?

September '04 Meeting

What practice privilege information should be available on the Web:

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

October '04 Meeting
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STATE OF CALIFORNIA — STATE AND CONSUMER SERVICEY AGENGY P L e r e

Stateat CALIFORNIA BOARD OF ACCOUNTANCY
Collora 2000 EVERGREEN STREET, SUITE 250
o SACRAMENTO, CA 958153832
Consumer TELEPHONE: (916) 263-3680
Affairs FACSIMILE: (916) 263-3675

WEB ADDRESS; http.//www.dca.ca.govicba

Practice Privilege TF Agenda ttems lll. & IV. Board Agenda ltems VIILF4 & 5.
September 9, 2004 September 10, 2004

August 16, 2004

Ms. Diane Rubin

Novogradac & Company LLP
246 First Street, 5 Floor
San Francisco, CA 94105

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 CrendentialNet). The
Practice Privilege Task Force is considering whether or not this Board shouid 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 mode! 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
will 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.



~Ms. Diane Rubin e L
... August 16, 2004
: {‘Page Two
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rpretect California consumers, this Boeard has.adopted, and continues to
devel@p, exacting-professional ethics requwements forlicenstire and practice in
California. Other states have different ethics requirements; some have nongatall: This .
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 statesiftiatspermit: .
cross-border practice under Section 23 of the UAA by CPAs from: states sthat have lessc
exacting ethics requirements. s

We look forward to discussing these issues on September o' In the meantime, please
let me know if you have any qigstiorscor need additiorialinformation. - >

Sincerely, .

A YR, Wt a0 u
s oanadp s g G G i £ ey s
AP Anatyas Bl s s g e g0y R W BREnd, girn
UG DY e e mevey e d ek begags kg b e P
Renata M. Sos, Chair
Practlceﬂnv«llege&rask Force- AL G ek f o g ae
byt
g Ly T W SR T e s R RRRCH- T S SR
PN . e,
c: Board: Membars : CLES e G AT G AT A, S
N T £t ty R ERE RN BT S a1 <] s.m [ DA TR =S5
PR Al T sidate g R D aneg et v Ygle oranfl o anglse
arfte arft ag seaciig)
Bi LG8 2 Ay Iy La e oag
AR TN R Y O P PO C Y & oy ey
roo o e F o s s e e w
B L L L Y saalregas et
<+ ’;u"“ - ,n-i!;v‘if- e ey
-~ - = - y
: = e RN SR AN S NN
- =~ P cbgingi e Tav s e - . R
B y ¥ HEYIUOES R TEGL S N N e T
® HoewopT owen o e stz g, 8o oo -
K ROt R T IR Tt SRR 4y 5y EEY Ry £~
Ead )
g ey B 4 [T VT "y e - ¢ ‘ ’
DR 3L Y e ), O Mg f"i’”’n“'r‘“ revetely \umfsvmw wiprngiac o T
e ., e 1‘,{4_‘ '_,,w‘.::; v ,,..},., A e 3 :'\3(*«)‘ -va’m« - oy
R S A A ] AT>al LBLANG L ey et in RYSTIEE ;
CE L e e PO B oh oy iy e oy e o b i e w er e .
; ; ‘ HAOBTSA 2R G0 atontaa sanelt oo ael gvadado gy e e
N . . v e e -
; A EIE P R ) I . Yo e
- ‘ . ‘;“ b"
ey T e o e TTE TR ety g
.;‘ +
e 5 e T -
K I (Y it T3



Practice Priviiege TF Agenda ltems Ill. & IV. Board Agenda ltems VIILF.4 & 5.

September 8, 2004 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 CPAs:
Ethics at the Gateway to the Profession” in the January 2004 CP4 Journal
http://www.nysscpa.org/cpajournal/2004/104/text/p58.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/en/com/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.” It points to the 2003
PricewaterhouseCoopers report, “Educating for the Public Trust”
http://www.pwc.com/images/us/eng/careers/car- inexp/EducatingPublic Trust.pdf which
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 of Accounting Horizons and its highlights in the March
2004 CPA Journal http://www.nvsscpa.org/cpajournal/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.””




As stated in the white paper presented by representatives of the AICPA’s Educational
Management Exchange Subcommittee (EDMAX) to the 2004 NASBA: CPE Confererice,
there is licensee resistance -- not to fulfilling ethics requirements -- but to having those
who, gpracﬂce in. multlple jsllI’ISdlCtlan be: obhgated tq*fulﬁll sgveral dgyerse etkucs

St opa BT T U L NS “v wpry o
Requirements for. pracnce takefon even larger significance asthe global ~€GONOMY,
develops: ,In May,2004 the Eurgpean:Union.(EU) is;to put into.effect.its.competition-
rules. Services represent 70 percent of the EU’s GDP, but only about.20 percent in terms:
of cross-border trade, EU Commissioner of Competmon Mario Monti said on March 21,
2003. His remarks for Bundesanwaltskammer, “Competltlon in Professional Services:

i ght and New Challenges”

http:// europa eu. mt/com:;n/wmge 10 bcrahzatlon/oanerence/speechesheremv 1enn1-m;
gs.pdf: “Cap1ta1 strucfures need to be flexible, not tied-up,in a regulatory straltjacket

,,,,,,

comply with different rules in dlfferent countries. And in today s environmentally
friendly world, the one thmg you can’t, reoyole is wasted time.” . .5 .-
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Acc(‘.uintmxts~ Wi éb sne http f/www 1fac org/ethlcs., y ;a
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Meeting IFAC’s James, Sylph msoussed AIF

mmngnD.svelopment of Prof; és,lon I

A Program. ofiL 1fel@ngLeamm and G
Competence * does not prescribe a curriculum for continuing professional education,.it
lists several reasons why such education is relevant for all professional accountants,
mcludmg SALL professmnal accountants 'carry the professwnal des1gnat10n and any lack
of cempetenoe .or.eth

e
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In its Maroh 2004 proposéd Direcnve.éf’ the European Parhament and of the. Council, the
Comimssmn of Buropcan Commumtxes states in Arncle I3 - Contmuous Educatlon

skills: and Avalue—s .and that the faﬂure to. respect contmuous educamon reqmrements is
subject fo. .aAppropiiate sanctions.... « .



Possible Discussion Questions

1. What does your state require relative to et)zz’cs 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 “eth;'c.;' " defined in your state?

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

6. What differences exist between your state’s ethics CPE requirements and those of your
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?



SUMMARY NASBA QUICK POLL ON ETHICS COURSE
38 STATES RESPONDED

Erane
24 YES 74 NO 10 NO 18 NO 17NO 3 BHRS. | I- 6YRS 14 YES 13 YES
13 NO 9Y I1YES 14 YES 15 YES 9 4HRS. |2 4YRS 17 NO 10 NO
SUMMARY =
SN/A 8 Only 6 N/A 1 N/A 1 3 HRS. 12 3 YRS 7N/A 9 MAYBE
9 N/A SPENDING | 17 2HRS. |5 2 YRS 6 N/A
17 N/A 14 N/A

DETAILED ANSWERS ARE ATTACHED.
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Exam‘fzeg fer 1- - s v
1-1994. Prior -
Alabama fo that time the No- Only AICPA No No N/A N/A NA N/A
person must course.
have il ViosS]omaaig s Ty
completed the
. AICPA seli-
study ethics
course in
= addition to the
) CPA exam.
. ‘We are adopting Every 48
- Yes. If | regs next week months. Have not
Alaska Yes Neo Yes applying by | to require ethics 4 hours. Every other Yes discussed this
reciprocity. for renewal. renewal yet.
(Pending) cycle.




Proposed 4

No, for hours per .
e . Thatis a
L certification renewal, with .
Yes, this is . . question to be
applicants In the I hour in
the course . answered by
and rulemaking AICPA Proposed
. : used for . the board. The
Arizona Yes No O 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
rules.
Arkansas No response.




Califorr}ia

qu

Yes

Yes

8 hours

Every 6
years for an
active
license

renewal.

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

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 H&¥in
contéiit ¢

the*Califorriia
‘Acébuntancy
Actand the
‘California’
Board of
Accountancy
lations..:




Yes, the ethics

(currently,

exam required only 6
for Colorado 2 hours providers
CPA ethics are
certification is . required recognized
the “Professional Yes, on their every two by the
Ethics: The first renewal years Board as
AlCPAs ogly, all CPAs {effective acceptable
Comprehensive licensed after 01/61/04 2 ACR&R
Course” (or the 01/01/04 must
; . CPE hours course
old course title Yes, only the report 2 hours of CR&R roviders
ofa "AICPA AICPA Colorado Rules Colorad E t oth ’
Professional ethics course and Regulations olarado ut ofers
Ethics for is acceptabl CR&gRu) E specific may be o not at the
Colorado Certified Public No 18 aufsp able No ( . For 2 hours required for reported ? i
Accountants” is (n?t in lieu subsequent new and present time.
acceptable, or of” any other Eenewals, licensees on | accepted).
the old efhics). CR&R not 1* renewal The
“California CPA (Only) required. Two only then Calorado
s F.w,nda“o“ . hour's of any any 2 CPE | Board does
Ethics: course is ethics (not h £
accepte_d, as if is Colorado- :1;;;}1 :otr;;r\z
the equivalent to specific) is B " PP s
the AICPA accentable ethics sponsor,
Professional p ’ accepted for | review or
Ethics for subsequent endorse
Certified Public renewa]s)_ CPE
Accountants courses for
course). providers in
advance.
Connecticut No response.
No, as long
Yes, for the See #1 2, Never
Delaware : NO No No as it’s from . .
AICPA {Only) the AICPA discussed it.
DC No response.




i quiited tours
o " | Theboard is
, ¢ b | currently in the
. - ewnt process of
o The laws and | Yégihe 25 | determining if
rules exam is qﬁ"l@éﬁ'ﬁﬁs an ethics
Florida Yes No No No » ‘ N‘o 25 questions, "?ar course will
; o Must get at approved also be
e least 20 Ky the required in
o correct. oard | addition to the
o 1y current laws
Py £l and rules
A h f - exam,,.
Georgia No response. - o .
~ —r
o Howeyer, our BTSN B
h sfoposed. mles AL SO I
Ghin the. Currently: Culgemiy v
Guam N N/A N/A N/A m?g}j Prosmmed2 | Propescd2 Yes
2 N hoursf3
approvec by, | hours/3years. years, -
Decemper 31, b .
; 2003, require an o C
ethics course. ’ )



Not rrently,

however,
We don’t effective for the
ant@cipate Probably as 2006-2007 Yes, or be
having our long as it is bienniuni, CPA The 4 hours | approved
OWI COUrse, licensees are is required by the
Hawaii and so the sponsored required to have 4 hours of for every National
awal No No AICPA by the state earned 4 hours CPE biennium | Registry, or Probably.
. board or . >
ethics course of ethics CPE renewal another
will be state (within the 80 period. board of
society. .
accepted. required for accountancy.
(Yes) renewal of their
permits to
practice,
The board has
not specifically
discussed this
Yes, for issue, but my
Idaho Yes No Yes reciprocal No N/A N/A N/A sense says ID
licensure. would most
likely favor a
NASBA Ethics
course.
Once the
No, but legislation
legislation to be passes rules
introduced in the | will be wr‘itten
sgring se§si0n to establish Pr}?})a}?lyf lzut No don’t . For each
Hiinoi will require an | what course or |- thishasn't e nic  Not at this time. Four, if triennial | Hasn’t been . )
nois cthics course | courses willbe | been decided . legislation . Will consider.
before acceptable yet, VWI.U be (No) passes. renewal determined.
certification as toward (Yes) considered. cycle.
part of CPE for meeting the
renewal of certification
license. requirement as
well as CPE.
Indiana No response.




’ ”: ) e ’ No. In some
s epre ?jle S g:_t " Beginning with No, but the
e WY IOT | renewals issued renewal
reciprocity | July 1, 2006 and Every two applicant v .
Kansas Yecijring No Yes clirgfiggz' thereafter we 2 hours bizzigal must Yes -
) P will have a 2 . provide
on:thesstate period.
andtheir hour proof of
sthics requirement. completion. .
exan.
No. (However ol s | 1 would
the board and ' v o ” assunie the
i sitane g 5ot
Kentucky state society N/A NA N/A No N/A NTA™ | Unafiswired ‘;"ar‘? would
, o : e willing to

are currently
discussing this
issue.)

accept such a
course.




If it sufficiently
covers LA's

rules of
Professional
Conduct. ] have
heard
discussions that
Not for CPA NASBA may
holding a develop a
license, as general course
No. Not for the Ith these would on ethics,
initial t gs never likely not .. perhaps geared
certificate, but eet cover LA Minimum of toward ethical
LA requires a ti“b}gmfte;];o specifics. 2 CPE hours reasoning, with
CPE ethics ¢ Board for-|  (CPE with each cycle Every 3 supplements
N course each consideration respect to LA per LA rules car CPE cavering
Louisiana CPE 3 year Yes. but to my requirements, | Yes, refer to #1. the current Y i Yes individual state’s
knowledge it | including the eycle reporting rules of conduct,
cycle as part of d ethics course : cycle. The NASBA
the CPE oes not is waived for requirement di ’
reaui coverthe LA | = ° is 3 hours. iscussion
quirements specifics individuals (2001-03) memo
in order to p NO ) practicing (answering the
renew. (NO)- under Sub SOX Challenge)
Eq. practice distributed in
rights.} connection with
{No) the annual
meeting
mentions the
need for
caverage both
ethical reasoning
and state-
specifics.
Maine No response.




No. But the
Not at this time. course has C
Maryland Regulations are 4t to meet the Metuges
requires - being prepared + hours mimmum T
Maryland Yes No AICPA Yes to require a 4 hours each standards Yes'
Course minimum of 4 renéwal for program
(Only) hours per period. t?:ashfsc:é ‘
v . 1) 3
renewal period. by the
. . e regulations. ?
Massachusetts No response. T
| | - . Ves our
TR T | i + -2 hours Lk ethicsdsmot
Michigan No N/A N/A N/A Yes annually N/A No ticd to-studgiof
‘ - . Michigan'Law,
Have no T
pre-
approval
. Require 8 now, but .
No. We use hours in past ) will be ,
Minnesota Yes the AICPA N/A No Yes 3 years Every3 | requiring Yés
Exam within the years the NASBA
12Q hour register
requirement next year
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Yes. We are
rewriting rules
now for ethics

CPE (3hours

every three
years) beginning
“July 2004. A
" minimum of [
or 3 must be on

MS
Yes. 1 out of law/regulations/ Proposed 3
T No. Renewal 3 hours must rules of _—
Mississippi No Yes . hours every 3 Triennial Yes No
only. be on state professional cars
law/rules. conduct, If years.
another
jurisdiction has
an ethics/rules
CPE
requirement the
Board will
accept
satisfaction of
that
requirement.
Yes, if the
state has an N/A. Note
No. not Yes.MO ethics Olll" CPE The board has
’ ’ course Not a specific . not discussed
content but currently . requirement . . s
. requirement §{ course, but there this, but it is
. . course requires the . . does not L
Missouri Yes : : and the is a requirement N/A N/A : my opinion
specific the AICPA require pre-
candidate for ethics CPE. that they
AICPA course. approval of d
course (Only) has met that (Yes) ) CPE Ethics would accept
’ requirement the NASBA.
we will course.
acecept it.
Montana No response,
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sem a qmck

T i poll to see
No, but‘:pendmg what other
rule change will - Every two states
Nebraska Yes No Yes Yes 4 hours ) require for Not sure yet.
reqmr an ethics years.
B approval/no
COUTsE's0on. 4
e thing
e specific in
i our
E proposed
R rule.
wp Not at this
Yes. We . time-
require an . lookingto a
i | VI e | ngetn
Nevada Yes No . - N&’ passage of an | CaoM No. Yes.
with a examination | o | un - - o ethics
. : examination.
passing . R IART ' course at
score-not a T the renewal
course. ST every three
fan g years.
. ' N Every 3
New Hampshire No N/A N/A N/A Yes 4 hours years No Yes.
Yes, NM Only if the »
requires the person 13 ‘ }?Jo;vbgt‘ﬂle
New-Mexico Yes No S plying ~ |~ . Boardis
AICPA. T under considering:t
New Jersey Yes Yes - No
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» No,
however all

i S8
This option has
not been

New York discussed‘.Two
registered other opum.\s
00 currently being
3pbnS§:rs discussed are:
No. Not at E " submut a (1) accepting
this time. very three | statement another state’s
State Board ygars:, after mdlcatlr}g ethics course if
" taking a that their the NY
will be . . . ,
discussin foundation ethics licensee’s
Yes, require situationsg course course will | principal place
S, Fequl during the comply of a business in
ethics during . that oceur 1 . ihat stale, or (2)
o No. Ethics | with New "
each triennial when an 4 hours every . ; supporting the
o course for s registration York's .
registration licensecs individual 3 years eriod. a les creation of a
New York Neo period only. is licensed Yes (triennial p i ruies. national ethics
must follow . . . licensee course that could
Courses must n more registration !
State Board ” may re-take be combined
follow board - than one period) ] L
. Guidelines. the with additional
ethics course state and . ) .
idelines his/her foundation state-spectf{c
gul ’ incinal course or modules. { for
prll;l:;paf take a examplt? a2
ptace or concentrated hour national
business is ethics course plug a 2
not New ) hour NY
York. course. course.) IfI'ma
NY licensee
who’s principal
place of business
is in Texas, take
the national,
Texas and NY.
The group Probably not,
study course as it would
: is 8 hours. probably not
North Carolina Yes Yes No No No The self No Yes include North
study course Carolina rules
is 7 hours. and statutes.
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No. It must

be the ) ”’ :
AICPA :
compiiterized o S
North Dakota Yes No N/A test{exEépt No N/A N/A = No Possibly
-for - e .
substantial
equivaleéncy
applicarits) Y
Ohio Ne response. . T ¢ ’
Not at this T . i ,» No.
. - Oklahoma
time. An Proposed e P .
, s has limiited
: amendment to amendment May-accept ! The ethics Apdii
ST I .. RN staff and .
the OK would be..8. California’s . * | course is an PPN
: Referto 2 ' 2 hours each eould ot oy
Oklahoma Accountancy hours, . / as-manyi. Yes. .anmaal, riuht Yes, ..
7 (N/A) year. L effectively '
Acthasbeen | probablysthe otherstates requirgment e nnrove
proposed that AICPA already do: P :p~,~ .
. 3 CPE
will make ita course. -
requirement gr | courses at C e
i o thl‘s""iﬁl'fne.




Ethics CPE
must be
offered by
an approved
sponsor and

they have read
our rules and
regulations.

take an ethics
course every 3
years,

anproved The Board
sm;nsors would be
Yes. Oregon ponso willing to
. are required .
requires Oregon has an to include review a
applicants to ethics CPE 4 hours every specific NASBA
Oregon successfully No N/A No requirement for 4 years See #6 information sponsored
complete the renewal: 4 hours years. in the ethics exam for
AICPA ethics every 4 years. course entry. Asto
exam. ’ the CPE ethics
Names of .
requirement,
approved No
CPE ’
Sponsors
are listed on
the Board’s
website.
Pennsylvania Doesn’t require any ethics training at any point
Puerto Rico No responses.
Rhode Island No response.
Yes, bul No, not
currently we currently, but
waive the when our new
requirement, but practice act We think it
South Carolina | they have to sign Yes No No passes they will |  will be 4 Ogceez\;:ry Yes Ut?ff:m at
a statement that be required to hours. years. '
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South Dakota

Ye§

No ‘We require
the AICPA
Ethics course be
completed, but
will accept for
the purpose of
reciprocity an
ethics course

administered by -

another state.
‘We have a new
rule effective
Jan. 04 that
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
required-ofall-
applicants
including those

* applying for

licensure by

reciprocity

and/or those
filing

Refer to #2.

(No)

Yes

BEATE ARt

L

NA

N7

<7E

complles Wlth
the current
CPE m[es of
the pqard.

notification.
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Since the TN
board only

requires the
ethics course

asa
prerequisite for
No. We licensure, |
probably not.
only accept L0
. At this point
another If a licensee
\ the board
state’s takes an seoms
ethl(‘:s ethxcs’ comfortable
course if the course it .
erson is will be with the
a ; lying for treated as AICPA’s
Yes, this is pp.y‘ g ' course. Ifthe
the course we reciprocity. regular CPE Board decides
Tennessee Yes No . Anyone No N/A N/A and would L
require, apolving for need to to 1nstitute an
(Only) L ethics
original comply .
: . requirement as
licensure with our
partofa
must take laws and licensee’s CPE
the AICPA rules . g
cthics pertaining requirement, I
feel confident
course and to CPE.
that they
score 90 or
would be
above. -
willing to
accept an
ethics course
approved by
NASBA's
Ethics
Committee,
2 hour Every three
Texas Yes. Yes. No. No. Yes. refresher r?;rs Yes. Yes.
course. y )

No response.

Utah



Vermont

No response.

-

Yes we
anticipate that
our 2 CPE hour
requirement in

N £ P B

Y‘"s"'ihe

ethics will c@‘urse‘“ﬁ‘]’ust
become The course ' Virginia -
No, but effective in is required 14 tg S and
Virginia does ’ December 2003 every year ' r;:gu) ga.,]% : "atn
Virginia requires the No No No and it will be 2 hours and the aws
AICPA Ethics required for material
Exam. renewal each will change ( ‘
year. This every year. | outling fof a
course will particular
cover the year.
board’s o
regulations and the comp aint
stahutes, processmg
“Virgin Islands No response: o
‘West Virginia . '

No response,,

b
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No however

the Board
does pre-
approve
. course as a
Required to service to Possibly the
- complete 4 .
Yes. Ifitis CPAs. course must
S CPE hours. Once every
- similar to Canbeone4 | three vears They can address the
. Yes-AICPA the AICPA . Y elect to take practice of
Washington ; No Yes Yes hour course, in order to )
Ethics Course Course . an approved public
twa 2 hour qualify to L
such as courses or renow course or accounting in
California. take a Washington
four | hour
courses course that state.
has not
° been
approved
by the
Board
We require a It if included a
course on state specific
: Wyoming At least 2 Every 3 portion on
Yes ;
Wyoming o8 No Yes Yes statutes & hours. years. Yes Wyoming
Rules. 2 statutes and
(Yes) rules.




State of California
Department of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem V Board Acenda ltem VIILF.B
September 9, 2004 September 10, 2004

Practice Privilege Task Force Date . September 1, 2004
Board Members
Telephone : (916) 561-1718

/{26«,»/‘!1\%?" Facsimile : (916) 263-3674

Renata M. Sos, Chair
Practice Privilege Task Force

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

Some additional argjuments 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 reporis.)

| look forward to our discussions on September 9"



State of California
* Dépafiment of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem V Board Agenda ltem VHIILE 6.
September 8, 2004 September 10, 2004
Practice Privilege Task Force Date : August 16, 2004

Board Members

AN

Renata M. Sos, Chair
Practice Privilege Task Force

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

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 adopt by 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 task 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 | 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.



. Practice Privilege Task Force
CAugust 16,. 2004
Page 2

Against: The notrce form will be on-line, simple and straightforward. Given todays
technologles srmultaneous notification should not be a problem, even for CPAs
undef intens& time 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 Bdard to know
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 Iarger firms... They mamtam fthat there are
circumstances in which rmmedlate nofification is mposs ble gi iven firm procedures
and administrative obstacles. One option discussed by the PPTF in its May
i apffer a, safe harbor on!y\to CPAS‘ 5. emplo d ,by‘ﬂrms that are ..
& ap

ete 1,on In decrdmg whether to take
such an approach thts task force needs to consrder among otherthmgs the
fairness to CPAe .not employed by. firms, registered, in-Califernia.
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STATE CF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY AL DUTIYVARLEIN TS LI, \DUvs 1

#

Stateof CALIFORNIA BOARD OF ACCOUNTANCY
Callomis at 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
Consumer TELEPHONE: (916) 263-3680
* flairs FACSIMILE: (916) 263-3675

WEB ADDRESS: htip-/lwww.dca.ca.govicha

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 ncotice)

Date Of Birth:

Social Security Number:

In connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. []Yes [ TNo

QUALIFICATION REQUIREMENTS:

1. I am an individual.

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

am an employee.

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

State/Jurisdiction: License Nu}rlber: Date issued:

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



10.

1.

12.

13.

[]b.

Je.

ety

My individual qualifica ‘n
equivalent (NASBA file ne

| have continually practiced Bublic accountancy as a certifieg

d; public accountant
under a valid license issued by any state for 4 of the last 10 ye
1

ard. /.

; P

| understand that | may sign a report on an attest engagement underthis privilege

' ‘to practice only if | meet California’s requirements to sign attest reports.

\I E:“w .?L Ui "._ :é oy ;‘;% 1 fgr") . » ”a&rﬁ;”\“f;‘ ‘-‘;};r ‘ﬂiff-\ Mf.ﬂ} 3 a} fu( ‘n
I"dgr8e 16 dbide 5y the lawsofithie: Stateiof:California; 1nclud| h;«,*Ca‘hf@rn
Accountahcy Act (Busiress:and Rrofessions. Code gSgctiD‘m"ﬁI €
accessible at http.//www.dca.ca. gov/cba/acnt act.htm) and the regulatlons
thereunder (accessible at http://www.dca.ca.gov/cba/regs.htm).

| 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 Accountanqy Act or

regulations thereunder and recover costs for investigation and osecutxon
and
c. To provide information relating to a practice privilege and/or referanyy iomy

TH WY Sy

additional and further discipline to the board of accountancy of any other state
and/or the SEC, PCAOB or other relevarit regulatory authorities.

| agree to respond fully and completely to all inquiries by the CBA relati ng to my
California practice privilege.

[ consent t& «the,aufhorlmofﬁthe CBA o verify, the accurasy.and 1ru;hf;_llness

of the information provnded in this notification. l nse nt to he release of

all information relevant to the CBA'’s inquiries now o the futuré by~

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency.before whish: am-..
authorized to practice; and

o&m

T c. Contacting NASBA

| am submitting this notice to the CBA at or before the time | begin the practice of
public accountancy in California and understarfidthatethis: practice.privilege -
expires one year from the date of this notice or; OR

vt A0 S
} am an employee of a firm registered in California and am submitting this notice
withif™ “T'days of beginning the:practice:of public aceeuntancy.in California. |
Uhderstarid that this practice privilege 'explreSs[fl‘anonths] fr®m~ihe date of this
notice.

"|-Have metthe continuing education requirements and any ethics exam

requirements for the state of my principle place-of- business. - -

In the évent that any of the information-in this notice changes, | will provide the
CBA wntten notlce of any such change within 30 days of its occurrence.

o . REREATE NN e 1-,,2.‘ Comgen o o i Lot

| am concurrently submlttmg the fee.of $100.00. _
2

;\f‘: N BETEY L ade et
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ADDITIONAL INFORMATION:

in addition to the state of my principal place of business, | 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.

U] 1. | have been convicted of a crime other than a minor traffic violation.

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

] 3. | 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.

l:] 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.

1 s | failed timely to submit the required fee with a notification submitted immediately
prior to this one.

l, , 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. | 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 noftification 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 5085 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 85815, or by calling (916} 263-3680, regarding questions about this notice or
access to records.
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Memorandum

To

From

Subject :

Practice Privilege TF Agenda item VI Board Agenda Item VIILF.7
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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

Aronna Granick HKE‘\”W
Legislation/Regulations Coordinator

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 Nofification 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 5086) 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.
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& There wnll be a 10 day opportunity to cure, If the payment is received wzithin the 10
days, ‘the practice prlvnege will continue.
s; If the payment is not,_ recewed a new notice and payment must be submltted to
ebtam a practice pnvnege
Lo V\(l” be a dlsquahfymg condition to give notice without submiitting payment in a
’nme(y 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 individual would have to wait for
the Board’s approval pursuant to Section 5098(9) before the practlce pnvnlege can
commence (e.g. after a personal check has cleared or after a cashier's chéck or
money order is recenved)
In those mstances in wh ch the check |s dlshonored the work group pr@p@ses the
fo!lowmg procedure.
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be placed on.administrative suspension -
« w. s[he.individual will be notified:of the;administrative suspensionand be.givena:20 day
opportunity to cure. If the payment is received, the administrative suspension is
lifted and the practice privilege continues.
o [f payment is not received, the practice privilegewill berevokeds st ar
¢ |t will be a disqualifying condition to give notice, attempt to pay with a dishonored
« ~ghieckgghdsneverreSolve themattenThis desqua ihgicenditioniolild:pievent the
= imdividual from autorhatically#eceivingiaiptacticespiivilegeSimgly-by:givingunstice the
e exttimethie individual seeks a practiceprivilege. Instead; this-irdividualweuld
have to wait for the Board'’s approval pursuant to Section 5096(g) before theipractice
“privilegecan commence(eg: aftera personat chetk has: ‘oieared;or aﬁer a cashler S

-check ormongy order is received)i* » -

~+Attached. asibackground-infofination are excerpis -fromthe minutes-of the:
July 15 2@@4» meetmg whereapayment lssues wergdiscussed: ..
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PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
July 15, 2004
The DoubleTree Club Hotel
1515 Hotel Circle South
San Diego, CA 82108

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
fan Thomas

Gail Hillebrand
Harold Schultz

 Absent:
Thomas lino

Staff and Legal Counse|

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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A 's for determining substantial equw, kency It was the consensus of the Task K e
Force to concur with Ms. Sos’ suggestion

Ms. Sos obsérved that \}"v‘“th 45 substantially equzvalent states and the “four of ten” rule,
it is likely that there would be very few licensees who would-need to qualify for
substantial équivalency as individuals. She expressed an interest in obtaining more
information regarding how many people would fall in this category. She added that
CredentialNet's review is a six tefelght-week process, and it wouid 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 fee or the ¥ check is dxshonored should there be a
limit to the number of subsequent notifications?

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: The{;assumpn@ﬂs and the workflow chart were prov;ded with her July 6,
2004 memeglngth . age d thatn *develapxpg thlée«

e
workflow chart,: estiof wé

notifications be fimited or prohlblfed’?“Also:" Woiid s
never submitted the notice and was therefore in violafisn-for pract;cmg wnth@u’t‘a
practice privilege?

During the discussion, Mr. Miller pointed out that it is important that the indiVidual-not:

be exposed to unwarranted legal problems because of a dishonored check. He:noted

that there is a possibility that clients could refuse to pay for services because:the GRPA -
was technically not authorized to practice. Ms. Franz suggested that one optidn Wwould

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 inis:..”
there being a signature on the notification and suggested that one way to do this'would«- ~
be for a signed form to accompany the payment.

proposal Mr. Schultz volunteered to participate in fhe«, Gvid& nput: -

from a licensee’s perspective.

PO
i

B. May a notification be withdrawn prior to the expiratgon of the 30 day payment penod?
Ms. Franz called the Task Force's attention to the next issue in her July 6, 2004 hemo::

If an individual submits a notice and subsequently finds the Cain‘orma ‘pﬁract ce pnv] ege&
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? 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.

VIIl. 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 ltems 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.
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