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CALIFORNIA BOARD OF ACCOUNTANCY n~~ls 2000 EVERGREEN STREET, SUITE 250 ¥\Departmentof 
SACRAMENTO, CA 95815-3832 

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

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

DEPARTMENT OF CONSUMER AFFAIRS 

CALIFORNIA BOARD OF ACCOUI\JTANCY 


FINAL 
MINUTES OF THE 


November 19, 2004 

BOARD MEETING 


The Crowne Plaza Hotel 

5985 West Century Blvd. 


Los Angeles, CA 90045-5463 

Telephone: (31 0) 642-7500 

Facsimile: (310) 342-7010 


I. Call to Order. 

President lan B. Thomas called the meeting to order at 9:02a.m. on Friday, 
November 19, 2004, at the Crowne Plaza Hotel in Los Angeles and ALJ 
Magnuson and the Board heard Agenda Item XI.A. The Board then 
convened into closed session to deliberate and consider Agenda Items 
X.B-1. The Board reconvened into open session at 11:46 a.m. The Board 
broke for lunch at 12:24 p.m. and reconvened at 1:28 p.m. The Board 
adjourned at 2:32 p.m. 

Board Members November 19. 2004 

lan B. Thomas, President 9:02a.m. to 2:32 p.m. 
Renata Sos, Vice President 9:02a.m. to 2:32p.m. 
Stuart Waldman, Secretary-Treasurer 9:02 a.m. to 2:32 p.m. 
Ronald Blanc 9:02a.m. to 2:32 p.m. 
Richard Charney 9:02a.m. to 2:32 p.m. 
Ruben Davila 9:25 a.m. to 2:32 p.m. 
Donald Driftmier 9:02a.m. to 2:32 p.m. 
Charles Drott Absent 
Sally A. Flowers 11:30 a.m. to 2:32p.m. 
Sara Heintz 9:02a.m. to 2:32p.m. 
Gail Hillebrand 9:02a.m. to 2:32 p.m. 
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Thomas lino 9:02 a.m. to 2:32 p.m. 
Clifton Johnson 9:02 a.m. to 2:32 p.m. 
Olga Martinez 9:02a.m. to 2:32 p.m. 
David Swartz 9:02a.m. to 2:32 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 

Theresa Siepert, Executive Analyst 

Carol Sigmann, Executive Officer 

Liza Walker, Renewal and Continuing Competency Analyst 


Committee Chairs and Members 

Nancy Corrigan, Chair, Qualifications Committee 

Harish Khanna, Chair, Administrative Committee 

Randy Miller, Member, Administrative Committee 

Gary O'Krent, Member, Peer Review Task Force 

Michael Williams, Vice Chair, Qualifications Committee 


Other Participants 


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

Tom Chenowith 

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

Mike Duffey, Ernst & Young LLP 

Katy Gould, Society of California Accountants (SCA) 

Richard Robinson, Big 4 Accounting Firms 

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

Harold Shively, Society of California Accountants (SCA) 

Norma Nick Taylor, California Society of Accounting and Tax Professionals (CSATP) 


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

Sarah Weber, Center for Public Interest Law (CPIL) 

Charlene Zettel, Director, Department of Consumer Affairs 


II. Board Minutes. 

A. Draft Board Minutes of the September 10, 2004, Board Meeting. 

The draft minutes of the September 10, 2004, Board meeting were 
adopted on the Consent Agenda. (See Agenda Item XII.B.) 
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The minutes of the September 9, 2004, CPC meeting were adopted 
on the Consent Agenda. (See Agenda Item XII.B.) 

D. Legislative Committee. 

1. Update on Legislation. 

Mr. Waldman reported that the Board had been monitoring the 
following bills and that they had been signed into law by the 
Governor. 

AB 2150 by Assembly Member Levine was sponsored by the Board. 
It amends the cost recovery law to permit cost recovery in 
disciplinary matters involving any violation of the Accountancy Act. 
This law goes into effect January 1, 2005. 

Mr. Waldman reported that the Board sponsored provisions in SB 
136 by Senator Figueroa, an omnibus bill, to extend the deadline for 
applicants for licensure under Pathway 0 and to allow those 
applicants to transition to the new requirements. Mr. Waldman 
indicated that this bill was an urgency measure and it is currently in 
effect. 

SB 1262 by Senator Sher was sponsored by the Attorney General's 
Office with the objective of improving the administration of charitable 
trusts. It includes requirements for audits of charitable trusts. 
Mr. Waldman noted that former AC Chair, Mr. Olaf Falkenhagen, 
provided comments that lead to amendments improving the bill. SB 
1262 will go into effect on January 1, 2005. 

Mr. Waldman reported that SB 1543 by Senator Figueroa was the 
Board's Sunset Review bill and included the practice privilege 
provisions and the Board's expanded fine authority. SB 1543 will go 
into effect on January 1 , 2005; however, the practice privilege 
provisions will not become operative until January 1, 2006. 

Mr. Waldman indicated that the Board was also monitoring the 
following bills that were vetoed by the Governor. 

AB 320 by Assembly Member Correa would have prohibited a 
licensee of a DCA board (including this Board) from including in a 
civil settlement a provision that prohibits the other party from filing a 
complaint with the Board or cooperating in a Board disciplinary action 
against the licensee. The Board supported this bill. In his veto 
message, Governor Schwarzenegger indicated that AB 320 would 
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needed to address this matter. Instead, staff were directed to 
develop questions and answers to provide general guidance to 
practitioners in this subject area. 

It was moved by Ms. Hillebrand, seconded by Mr. Driftmier, and 
unanimously carried to adopt the revised language. 

E. 	 Enforcement Program Oversight Committee (EPOC). 

1. 	 Draft Minutes of the September 9, 2004, EPOC Meeting. 

The draft minutes of the September 9, 2004, EPOC meeting were 
adopted on the Consent Agenda adding that Mr. Driftmier was in 
attendance. (See Agenda Item XII.B.) 

F. 	 Practice Privilege Task Force (PPTF). 

1. 	 Minutes of the September 9, 2004, Practice Privilege Task Force 
Meeting. 

The minutes of the September 9, 2004, Practice Privilege Task 
Force meeting were adopted on the Consent Agenda. (See Agenda 
Item XII.B.) 

2. 	 Minutes of the October 5, 2004, Practice Privilege Task Force 
Meeting. 

It was moved by Mr. Thomas, seconded by Mr. Driftmier, and 
unanimously carried to adopt the October 5, 2004, Practice 
Privilege Task Force minutes changing the date on Agenda 
Item I from July 15, 2004, to September 9, 2004. 

3. 	 Report on the October 5, 2004, Practice Privilege Task Force 

Meeting. 


Ms. Sos thanked Ms. Sigmann and her staff for their incredible work 
during the nine-month process of getting the practice privilege 
statute from concept to signed 'legislation. Mr. Thomas also 
congratulated Ms. Sos for her hard work throughout the process and 
indicated that the Board owed a tremendous debt of gratitude to her 
for spearheading this project. Ms. Sos thanked the Task Force, 
Ms. D'Angelo Fellmeth, Mr. Duffey, and Mr. Robinson for working 
with the Board on this from the beginning. 
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a. 	 Recommendation Regarding a Process to Address Changes in 
Reported Information That Occur During the Term of the Practice 
Privilege. 

As background, Ms. Sos reported that under the usual practice 
privilege process, an individual provides the notification and fee 
to the Board and then may begin practicing under the privilege. 
However, there are certain disqualifying conditions which will 
prevent the individual from getting a privilege without approval by 
the Board. Ms. Sos indicated that the Task Force developed a 
procedure to address the situation in which a disqualifying 
condition occurs during the one-year term of the practice 
privilege. Ms. Sos noted that the Task Force was recommending 
Board approval of this procedure which is outlined in 
Ms. Granick's November 5, 2004, memo (Attachment 6.) with 
one modification: if a disqualifying condition occurs during the 
term of the practice privilege, the individual is obligated to cease 
the practice of public accountancy in California immediately. 

It was moved by Ms. 5os, seconded by Mr. Driftmier, and 
unanimously carried to adopt the Task Force's 
recommendation. 

b. 	 Recommendation Regarding Whether it Should be a 
Disqualifying Condition to Have an Unpaid Fine Related to 
Practice Privileges. 

Ms. Sos reported that the Board is empowered by statute to 
impose by regulation disqualifying conditions in addition to the 
ones specified in statute. Ms. Sos noted that this Board has 
already specified that it is a disqualifying condition to have an 
unresolved administrative suspension and to fail to respond to a 
Board inquiry. The Task Force is recommending to the Board 
that it also be a disqualifying condition to have an unpaid fine 
related to a prior practice privilege. 

It was moved by Ms. 5os, seconded by Mr. Swartz, and 
unanimously carried to adopt the Task Force's 
recommendation. 

4. 	 Report on the November 18, 2004, Practice Privilege Task Force 
Meeting. 

See Agenda Item VIII.F.4.b. 
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a. 	 Consideration of a Method for Verification of Attest Experience 
Through Random Audit. 

There was no report on this agenda item. 

b. 	 Consideration of Draft Regulations. 

Ms. Sos reported that there was a copy of the draft regulations 
provided in the agenda packet. The Task Force is currently in 
the process of fine-tuning the regulations and concurrently 
refining the form. Ms. Sos indicated that a revised version of the 
regulations will be presented to the Board for its consideration at 
the January meeting. 

c. 	 Consideration of Revised Notification Form. 

Ms. Sos reported that the Board had previously approved as a 
policy matter that the notification form itself would not be put into 
the regulations, but that the regulation would instead describe 
the contents of the form in sufficient detail. She indicated that 
the Task Force is debating whether that approach will work and 
may bring back to the Board in January a request to reconsider 
that decision. 

i. 	 Consideration of Language for Electronic Signature. 

See Agenda Item VIII.F.4.c. 

d. 	 Consideration of a Checklist for Processing Notifications That 
Contain Disqualifying Conditions. 

There was no report on this agenda item. 

G. 	Peer Review Task Force. 

1. Report on the October 12, 2004, Peer Review Task Force Meeting. 

Ms. Hillebrand indicated that she was giving the report for Mr. Drott 
who could not be in attendance. l\t1s. Hillebrand reported that 
following a 19-month hiatus in which the Task Force was waiting for 
things to develop at the federal level, the Peer Review Task Force 
met on October 12, 2004, for its third and final information-gathering 
meeting. The Task Force heard reports about the AICPA's two peer 
review programs and about the PCAOB's inspection program. 
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STATE OF CALIFORNIA- STATE AND CONSUMER SERVICI::S Al:ii::Nt.;Y 
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CALIFORNIA BOARD OF ACCOUNTANCY 

2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO. CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (916) 263-3675 


WEB ADDRESS: http://www.dca.ca.govfcba 


Board Agenda Item VIII.F.1 
November 19, 2004 

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


FINAL 
September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present at this meeting. 

Present: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas line · 
Harold Schultz 
ian Thomas (Absent) 

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 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Baord Member 
Michael Duffey, Ernst and Young LLP 
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~·a:ri~M Kahnna, Administrative Commirl~e Ghair 
CJI~;ja Martinez, Board Member 
Richard Robinson, Richard Robinson and Associates 
Diane Rubir;~, NAS~A.Vipe Chair-Elect 
Jeannie Tindel,. Cailfbmla. St>i;liety of Certified Public Accountants 

I. Minutes of the July 15, 20P111Meetjng~ 

It was moved 1qy. Ms. Hillebrand~-~ecci~'ae·d by Mr. S~halifz~ and unanimously 
carried to approve the minutes ~f the4uly·1s, 2004, meeting. 

;c 

H. Update on Status of Practice Privilege Legislation. 
·'..:, ' 

Ms. Sos reported that SB 1543 (Figu~~~oA~,··th·e 'l~gislatief.i:bontaining the practice 
privilege provisions, was on the Governor's desk. She noted that the votes on the bill 
both in the Assembly and the Senate were closer than expected and many Republicans 
voted "no." However, she believed the practice privilege provisions were f1~1:tFie:,s'91un~:e 
of their~cqncep:l_., M~.; Sigmannad~~,~ that the:. Department of Consumer Affairs ·was 
finishin~;}J~::::~h~Jy~J~:·?,r r6~.;~ff~:~[f ~~··· :'~r~a,f~at~~~~p.f>o~isk:ifl rslate·d&tGl!OWt_soJ;Jrmi~·g~·~!ilGI ., 
the Franchise ·raxt3barcrwere'"th sttrowblihg. ~-:,.,,~a:: -~w · ,..: • ;; 

r, ("'" 
1

• , 

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

A. Presentation by Diane Rubin of NASBA. 

'Jnt~'ld!!3Hi H ·' <-: 
Ms. 8os welcomed Ms. Rubin. Ms.Sos then indicated she would like the Tas!<.-J~:0rr,ee,.to" 
consider Agenda Items Ill and IV together. In her introductory remarks, Ms. -·~B$~;8.~!~9 .. 
that the National Association of State Boards of Accountancy (NASB~J):,aJn~a.qj~1ffic;tJ~e.~. 
determinations regarding which states are "substantially equivalent" and, through 
Credential Net, performs a similar service for individuals who meetLEl!~:~ xa (~ ~r;):d:s 
experience requirements substantially equivalentftfiY,fffie~W·nitor.m~oo'o!• 
(UAA). 

· ~ ~ c·~~~~ ' ~L<~~(:r ti;t,.,.r-\ ~ i"S:~;f·i:~:.~~/ 
Ms. Sos noted that the practice privilege ·statutes give ,the:Boaliel ~@e~;~~tbo~i~ •. -g>ubJ.eptA9. 
its own continuous oversight and monitoring, to accept determin~tj@!il~..;;J!I~si~~,by.enttti~s _ 
such as NASBA. She indicated the issue bsf®'r~::.ttfe.r:ilfeasd~t7FO.FPc;r::!s'±W~~jh~~~f~J§~:jk?,~a~,""'"" · 
appropriate course of action. She added that the guiding1factou$.;f•.gr~:t~i~~ di~p4.ssio[l,"~~-:.. 
the same factors that guide? th~ development of the praGt·ic~,~~r;ivH~g~;!R.~9t?WR~J::}irS,~·:.s, 
and f0remost to protect California's consumers, second to avotd~t:tnJ;1.e:ce9$,.~ry W0[klo&a 
for staff, and also to promote uniformity across states and make the movement of 
qualified individuals across borders as seamless as possible. ,_ 

,~~·~)~.~: qr·', - ~-~~; 
Ms. Sos noted that after reviewing the materials that had been provided at ;P[~Yi~us _ . 
Task Force meetings, it appeared to~t:ter that NASBA us.es ~ v~n~.·ri~orpus pr:oc?.ss to.·, 
determine substantial equivalency, both for states and forJndJy!dtJal~. :Ms S9~~, , . ·(':~. 
welcomed Ms. Rubin and explained that Ms. Rubin was attendifu§J.tG)itelp th.~.Task 
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Force sort through this information. Ms. Rubin was uniquely positioned to assist the 
Task Force because she was a former Board President and shares the Board's 
commitment to consumer protection. In addition Ms. Rubin, as Vice Chair-elect of 
NASBA was able to provide a national perspective. 

Ms. Rubin complimented the Task Force for its work in developing the practice privilege 
statutes which she described as a significant step forward beyond the temporary 
practice rules. She noted that practice privileges are consistent with. the goal of 
maximizing consumer protection while at the same time having an efficient and effective 
cross-border procedure that encourages compliance. · 

Ms. Rubin explained that substantial equivalency focuses on the "3Es" of education, 
examinatioh, and experience. For states, NASBA's National Qualification Appraisal 
Service Board reviews a state's laws and regulations to determine if it is substantially 
equivalent to the UAA. This review is done on a very regular basis. Based on a recent 
review, Colorado had been removed from the list because it no longer has the i 50 hour 
requirement. Also, Pennsylvania had been added. 

Ms. Rubin noted that sometimes a state asks to be reviewed. For example, California 
requested to be reviewed because California law requires 150 hours of education at the 
point of licensure and not at the point of the examination. California was determined to 
be substantially equivalent in spite of this variation. The emphasis on "substantial" 
rather than "absolute" equivalency provides for consumer protection while at the same 
time facilitating efficient and effective cross-border practice. 

Ms. Rubin indicated that the list of substantially equivalent states is available at no 
charge from NASBA. The alternative would be for Board staff or a Board committee to 
review the ~aws and regulations of all of the states and to repeat this review on a regular 
basis. 

Ms. Rubin then discussed ethics and ethics education. She indicated it is an important 
focus for NASBA even though it is not part of the substantial equivalency determination. 
She reported that the Education Committee of NASBA is proposing that ethics be a 
required component of the 150 hours of education. She also indicated that the Ethics 
Committee of NASBA is considering a continuing education course that would be 
acceptable to various state boards. She observed that most ethics courses are similar 
and emphasize independence which is the second Generally Accepted Auditing 
Standard. She noted that questions related to independence make up a significant 
portion of the auditing section of the Uniform CPA Examination. Consequently, CPAs 
from other states are very familiar with this subject. 

Ms. Rubin then discussed substantial equivalency determinations for individuals. She 
explained that when making a determination of an individual's substantial equivalency, 
NASBA's CredentiaiNet conducts a very thorough review which includes reviewing · 
college transcripts and verifying experience. She noted that CredentiaiNet tailors its 
services to the needs of a particular state. 
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,.,, l ' . .,J ~~·. •' 

Ms. Rubin .coq9!~~-6~;p,'bs~ r~m1~rk's' ~y'f[fffil~~til1g -~he believe~ .~&as~~~~~~ggipg_ a V~o/ . 
thorough job and tnat Its services· f8:6Hitafe·GJ G:Pms·s::6order>pJ1a,Q~k:e.~w®~ne.,;§l_._L.~b.e,~a.me. 

... ..) '.' J'' 'l - '<

time providing excellent consumer proteotib'i"C 

...· ::l-2;.{;t"/ , ~·· , f~·,t::~ r ·~-.... 

B. Discussiork- -~--~.. . ,:.>; ·'" .'~. , "-·~ 
; ', -~-:~. _·· ·. ·::.,;:;, . ·,.,. ., c. ; > . . . l~Ja ~- aJ.S. t:·~~-..J,~;"/'i!'. 'ii ::,~, th·:·i-, ·:~ r lf~· 

Ms.~.§.I?Vfe~.s -~~·lr fpr [lO[~ !!lt~·f!nati0n: reg~ar.~iii~rOredEn:rH~If}!~~f iM;~:; 1$e~:~~la '· '!;! !!J~t··· 
Credent~aiNet wo' . ·be ~s.ed"by}~PAS:r.·\~~'mo~SJ;substantia:Hv-~~~l41¥B:!E!mr,~ -·· ' r:it;p:·i~q~:fi· · 
not qualify for practrce pnv1leges undert!il·e.J~oun~f tenj..:rule.!_ ·It l~f:lflflqlpat J;~Ff~r~' 
will not be many _CPAs Jn this-group. A CPA seeking a substantial equlvaJency .i. • • 

determinatioh.would proVide CredentiaiNet with documents e.t?tablishing his orher 
profess-ional c[edentia·ls and \"JOUid ipay the $100. fee. ,CrE?dE?ntj?lt')i~t.':~: review:,w9u[d Jf:i~e 
approxirnate·!y s!x tq. eight. we~k$;: After being deemedsl:ibs~~nt,iallx ~quiyaletirqx:1··., .. :. 
Cr~dentiaiNeJ; the cpA·would make this '9-~ser.l:ion, under P!3nal~Y. of Re,rJu·cy, .oy: ,__ , 
checking ·tHeappropnale'oo:X' on tHe ·Bbard~•s' pradl!ice .pr\viiege,.ril.O.tif,fp.~tiom form"': ,.M:S~' · ' 
Rubin added that CredentiaiNet is the onl~>feht~it¥q5;r.oviqlt:lg;~f:l1~ ~~r¥ii9e.. apd th8:tifi~ U.· 

driven"by what each state oeeds. · · '"··'"·· · ·t~· .... ·• 

>' 

· · · 

• 

.. -.;,\' ,, ,- ~ ' };~::,.,, :;;·,' :' --":£.);Tt!i} ~ _--~ u ~-1'1iE;it\>'V~t C)t ' ~. " • 

1Ms~' HillebrcfR<i'inqulred ':if an '1thi6s'~6dutse lbecb~e~ :pa~··of ,the 150 ho1ir'.reqlii~krt\~~t .:fi>, 
' , ,.' , .: , , • ., "'-, \ , ; -\- ' -·- .._,..fi_ •-".'-•·•--~ '-• ...._,.. , ' ;'"' :• , _ ,~,--' ·'' ·-~{t)~~li!;<,.f:::iJ; ;"f"'\E';"

would ethics be required·for substantial' equi:v.alency•. Ms. Rubin indicated tna "''· ... ., · · 

wouJd .be .decided by the· National Qualification .Apprai$.~!.Servfce.: Soarct:~:·' · 

indicated it would take time ·for it to 'oerc6me pa:r:Lof.:tbe cur;riculuTi;t'.afc ,· .. 


. , · \ .. · ,_... , · " ""''"'''''·"M~ ~L j~ ·~ ::un;-~ 

Ms. Sos indice.ted that the question for t~e Task"F-orce is, gi,~en that:etni:~~ ~}Ji·~; L,_ •• _, · ~ 
,• · ,'' _c ''"·A;,, ; '~".,t,,_r ' ·' ,;., ~ ., , , ·~ , . j

embeddecr,in :·a t · · sional stanGia:rG:Is.an!PLmany,states-have<:some,kin ethics 
\,.,., . . • :: ~ ~t"il~-': ."'~~ ;;;t_'" -. -- ..,.. ' ·. -. , •-·, ·• o.:... .,,..:,? (,...,, . 1t f1L;"''i' I •..:..• 

rt?~~pir;erry~·IJI,~.~ '· -·~~. ~~n~st~m·er$ be put .at risk :if qF.v:~~?, 1Y;om ·?th@ ... _· .., __ .. 9·~~~~,~:. 
permitted t<:tp ·'re·"witrnl'Jut: mestin:g :c.anr,i\lrn..ia,!~" ~~ctq~c~nltEF~·i ·;Jrvrf 'J1H~1f1~ .. ~. · 
indicated she did not believe there was much risk to California's dohsum""ers"~intle' ffie 
pre.ptice privileg~ pr9visions.prqyide greater consumer protection than the temporarY' 
pr.~dice rules they replace:::~.~r~~~onQ·itz~a~lieB:d. wi$h:J~;§._.~ut>.inr, adding ,th~t fJ;:C~A.-, 
practicing wiib apractice :privilege·'rs·~puttln~~!Jis oYh~r ~pm~··stat~ l.fcen·se:at.'flsJt:1'f4e 
not~d that, at a recent NASBA rneefing,' eV.e:n; 'stat~ a,ppea,red to have a diff~rS,hf~t~Ic¥:. 
requirement, howeVe'~ all states rndicate:d.,ettaics was .FJAoc~ss ·,He encoura:gS,.d:fR~~~ai"a 
to ,Miew the ethics .re·quirernents established b>y other state boa~ds a's vali'CI. ~Hs'fi:lrtflf:ip~·· 
sug'gest.ed }hat erff~rcing·-EtsjJecific :~alifom1a requirem~rt:wpuld h~ve little in?rerh~~Hta'l, 

7' i'ben~fit 8:n.Cfcould'imp>eds::prabfl·ce·abrtbS£.:,boJders:_:f, i\}~ "~ :"h . I '".·'''' c 

.. ~~,:· '.v,',~-:,:~·,_,.~· __ - - ~""-~·f_~,:.:.\J'n (~~~:.i~ - \>; ~ ~;!-rtC: tr;.r"~?.J!"\ ,_.,; ... v•. "'- )'\1-_·"·:~· "'_--?ts'. , - f'·>·•_s 

Ms. s6s ifiaifR~t!''t\:1s:· ·Ru8inlfor;nar..japutand,Jo,qic~t~cl: ttlat:th~· ,qGe'stl~K 5~f9rs ine ·rask 
Force is whether the Board should accep±:state·s O!lNA$,~&:s:lt~f}a.~.9~9~tap~i~l\y · 
equivalent fort!le purpose of permitting practice privileges. The secoh'CI.question is 
w6~fherlli~' bqa(a.s·n6tilt.f ~'ecepf; Tfc>:r pl\Jrpos.es ·of PE?'rmij]il;lg.prp.ctice priy![eg,es I 

in.dhtiduais·froh1;·non-'substantially:equiv.al·ernt:.states who,,h.aVe' been' 'Hetermin~d :tc{ be · 
suq~tan!icl,l(y:equiva•iedt b,V CredentialNet Both ciecision~·~auld 'be reflectl:fd filj .. 
reg"u1atfons. .. . . . :. ' . . ·" ' . 
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It was moved by Ms. Flowers and seconded by Mr. Schultz to recommend that the 
Board accept NASBA's determinations in both areas. It was the intent of the 
motion that this would be tt:Je only method through which these determinations 
would be made. During the discussion Ms. Hillebrand asked if the Board could request 
that CredentiaiNet consider ethics requirements in making its determinations. Ms. Sos 
indicated that the Board could inform CredentiaiNet that ethics is a priority and request 
that CredentiaiNet's review ensure that the ethics requirement in the CPA's home state · 
had been met. Ms. Sos also indicated that it was her understanding that, consistent 
with the Board's obligation not to delegate its autho.rity, the Board's acceptance of 
NASBA's list and credentialing program would·be subject to continuous monitoring, and 
the Board would have the ability to add or subtract states from the list as appropriate. 
After discussion! the motion was unanimously carried. 

IV. 	 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 

A. 	 Presentation by Diane Rubin of NASBA. 
B. 	 Discussion. 

See Agenda Item Ill. 

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

Ms. Sos introduced Agenda Items V and VI together. She indicated that they relate to 
two questions: 1) When is notice due? and 2) What should the Board do when the 
payment is not received, is lo.st, or the payment check is dishonored?. She noted that 
the statute authorizes the Board to address both issues in regulations. 

With regard to whether there should be a "safe harbor" period, Ms. Sos indicated that 
the materials for the meeting included two memos (see Attachments 1 and 2) 
summarizing the arguments for and against establishing a safe harbor period. Ms. Sos 
indicated she would like to focus the discussion ·on the following issues: 1) the extent of 
the problem that would be created if notice were required at or before the practice 
begins, 2) the potential for consumer harm if practice is permitted for a specified time 
period before notification is required, 3) the risk of snaring people who have done 
nothing wrong if there is no safe harbor, 4) the impact of various alternatives in terms of 
providing an incentive for giving notice. Ms. Sos indicated she would appreciate input 
from the profession on these issues. Also, she encouraged the Task Force to be 
mindful of its general approach of not proposing regulations to address purely 
hypothetical situations or situations which would only impact a small percentage of the 
CPA population. 

Ms. Sos added, that should the Task Force decide not to require notice at or before the 
practice privilege begins, there are two ways this could be addressed: one is to indicate 
that notice is due some specified number of days after the practice privilege begins. 
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and that, if consensus could not be reached in this area, the implementation date for 
practice privileges would be extended for another year. 

Ms. D'Angelo Fellmeth indicated that she believed a grace period would discourage 
compliance because someone could enter the state, do the job, and leave without 
giving notice. The potential for consumer harm is less when the safe harbor period is 
shorter. She noted that the one of the primary reasons the concept of practice 
privileges was developed was to accommodate the very large accounting firms so that 
they could comply with partner rotation and other requirements. She indicated that they 
are professionals with massive support staff and the practice privilege concept has a 
great deal of ease and convenience built in, so it was unclear to her why they needed a 
safe harbor period. 

She further indicated that she had reviewed the requirements of other licensing 
agencies, and none allow people from out-of-state to simply self-certify and then come 
in and practice. The closest example she could find is the process for out-of-state 
attorneys to appear before California courts. However, this process lacks the ease and 
convenience associated with practice privileges. 

Mr. lino commented that the large firms, by virtue of their size and the movement of 
people and transactions, are confronted with many complexities that make a safe 
harbor period important. He then commented on consumer risk and added that for 
services such as tax, audits and reviews, and consulting, licensees could do little harm 
in those service areas in five days. 

Ms. Flowers indicated that her primary concern was whether a safe harbor provision 
would negatively impact enforcement. It appeared that it would not, so she had no 
objection to a brief safe harbor period. She suggested a fine if notice is not received 
until after the safe harbor period has ended. 

Ms. Hillebrand expressed an interest in discussing the emergency clause alternative 
described by Ms. Sos. She noted that if there is a safe harbor period, people might 
interpret this as indicating the notice is not really due until the end of the period. She 
suggested that an emergency clause would not create this impression. 

After further discussion, Ms. D'Angelo Fellmeth proposed that because the notification 
requirements are new and it will take time for people to become familiar with them, 
perhaps the Board could permit a five day (or five business days) safe harbor period 
which would sunset after two years. This would permit phased-in compliance to give 
the profession a chance to learn about the program. Mr. Robinson added that the 
notification form could request information on why the notice is la.te so that the data 
would be available. Ms. Hillebrand indicated that, even though she was not in favor of a 
safe harbor period, she believed that this was a reasonable proposal to allow for 
transition. · 
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pri0ri:p(?)tifi·oatiq,m coulq -~f.!<~cke~l? tHi~ c~rc_em> . Ms:}:)rockenir:a:Gijcatecd.;tb~t;J:!·[iQ[,';1 ·::c~ ~1 ·~~ "• . 
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that a fine is an additional incentive for timely payment. He also indicated that mh~ing 
failure to pay a disqualifying condition would result in increased workload and that a·"f'ihe 
would be a less workload intensive altemative. 
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After discussion, it was moved by Ms. Hillebrand that the following procedure be 
recommended to the Board to address the payment issues under discussion: at 
such time as it is determined that payment is not received, is late, or that the 
check was dishonored, and that this is not the result of an administrative error, 
the Board shall issue an administrative suspension and a fine. The 
administrative suspen·sion would remain in effect until the problem was cured. If 
it is not cured, the administrative suspension would remairi in· effect until the 
expiration of the practice privilege. A dishonored check would be a disqualifying 
condition and cause the person to not automatically receive a practice privilege 
the next time. In addition, staff would be directed. to develop a recommendation 
related to fine amounts and conditions·with a range of fines for.repeat 
occurrences. Mr. Newington reiterated his concern that estabiishin·g a new 
disqualifying condition would generate additional work for Enforcement Program 
staff. Ms. Hillebrand amended·her motion to remove the proposed disqualifying 
condition. The amended motion was secon'ded by Ms. Flowers and unanimously 
carried. 

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

Mr. Newington reported on a recommended procedure for determining how the 
disqualifying conditions listed in Section 5096(g) should be applied to denial of the 
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying 
conditions related primarily to convictions and license discipline should parallel the 
guidellnes currently employed by Licensing Program staff when reviewing applications 
for licensure. · 

With regarded to disqualifying conditions·related primarily to pending investigations and 
civil judgments, he recommended that practice privileges should not be granted without 
a thorough review by Enforcement Program staff. He further recommended that if there 
is a pending investigation and the outcome of the investigation will not be known for 
some time, a practice. privilege should not be granted and the person should be 
encouraged to apply for licensure. It was the consensus of the Task Force to 
recommend to the Board thatstaff proceed as outlined in Mr. Newington's memo 
(Attachment 3). 

VIII. Consideration of What, If Any, Additional Disqualifying Conditions Should be 

Specified by Regulations. 


Mr. Newington reported that review by Enforcement Program staff did not identify any 
additional disqualifying conditions that should be adopted by the Board in regulations. 
He noted that there was a proposal that there be a disqualifying condition related to 
unpaid fees, but the Task Force did not adopt this proposal. 
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During· the disqu:~~h:m~:J~J}>"~r;Jqi~i~lilaLdisqualifying ,cond~ition was identified and it 
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With regard to continuing prof~es:SMAal ·~acr~ati'b'ft', 'M's. '8os indicated 'that··practiq~\i '· 
privilege holders are required to c'ertifY tliaffneir1continliing·educatiori ,!s~c.wrtl!e.t:r±~itMt•.~ 
Newington jn'dicated .that~sor:netim,es., additional continwing education is mandated for 
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After discussion, it "V<as r.h~v:eq ,by Ms: Flo~ers·; secofiaed ·o.f,·Ms; ~o:~,;·"aatL 
tmar:~:i:mou·sly ~carr:.ied to teccimmend .tn.E!~ the Board proeeeal' ·a·s \G'util1rin!~~t}i:m~4i1Jn.;J. :: " 
Newingtorl1s nremo and exempt violatlohs tor ~which thedisci;plin~'io:r .. ...... ·.· .~~OE.i§> , 
limited ta administrative citations resulting in fines of $5,000 or less or.~ :11H:J.ing 
pttofessional
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Mr: N:ewin:g:tQQ;~Cf)9Qrr!nJE{~de·~;a~ ·~ugg~.st~9 't?[ite.ria·to~·:aorni~rsira..tiy~Ls\]sp.emsi2·'11S. '1.) ... 
representations made in the n6tice:'2) tlie"'individtiaJ!s ;competent;jS~bNifiJaliti~a~i,(!j)H$ .to 
practice under the practice privilege in question and 3) the individual's failure.ctPat:iJW&~JY~t 
respon;aLtQ.£tBpard inquif¥.·0r reque f()r hJformgttio,n or documents (see Attachment 5). 
He indicated that ·he' belieV'ed~;a:a .... tratiVif~1.1spsflsidn~was!tairi~~s:eJ:im:ws,,aB~H~l1E!! , 
these three areas involve reasonably significant acts. It was;m.tiv~dib;~.. l\tl~cEI9W.ers, 
seco.ndect,by. 1)/1~\;~cr!J.Itz~ ,iit~d .•.LIPB~iW~~fiiY8ar!ie~ to recommend Mr. 
Nevtdr:t:gton!s ,pr.op9,saJ ~l!l tfl~."Bo~ra. · · _ · · -·· "' ,.,""."'""- '; ·.,;~"'""''· ' · 

;""' • ' ' ~ ' ~; ,! 1, ' ' ' " " 

•'·'t' 

Members of the public provided comments during the course of the meeting. 

­
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XII. Agenda Items for Next Meeting. 

Ms. Flowers expressed an interest in discussing education and outreach at the next 
meeting. Ms. Sos indicated it is scheduled for discussion at the January 2005, meeting 
and a revised schedule of topics and meeting dates would be provided to all 
participants. She added that the next meeting is scheduled for October 5, 2004, from 
1 0:00 a.m. to 4:00 p.m. at the Board office in Sacramento. 

There being no further business, the meeting was adjourned at 12:30 p.m. 



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

Attachment 1 Sacramento, CA 95815-3832 
Mem·orandum 

Practice Privileoe TF Aaenda Item V Board Agenda Item VIII.F.6. 
September 9. 2004 .September 10, 2004 

To 	 Practice Privilege Task Force Date : August 16, 2004 
Board Members 

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

From 	 Renata M. Sos, Chair 
Practice Privilege Task Force 

Subject: 	 Consideration of a Safe Harbor Provision for Notices 

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

The statutes give the Board flexibility to 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 I understand them: 

For: A safe harbor will encourage reporting to this Board and discourage 
avoidance of notification. Certain CPAs may be unable to notify the Board 
simultaneously with the start of practice in this state (for example, the junior CPA 
who is sent at a moment's notice to do an inventory in California). It is better for 
consumer protection to get notice a little late than to not get it at all. Moreover, the 
lack of a safe harbor could unfairly penalize qualified CPAs for innocent and 
arguably insignificant failures to timely submit notifications. There is, moreover, no 
enforcement risk in a reasonable safe harbor period. The statutes give this Board 
disciplinary authority over those who try to use the safe harbor period to practice 
without notice. Those individuals can be found in violation of Section 5096.1 of the 
statutes (Practice Without Notice) and appropriateiy disciplined by the Board. 
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' ·~".t .. i!:·\"[1~}'\ .. ~' ~. ~~(" ~.. 
AgainAt~. .Th(3 notice forn,J_~iJI be on-line, simple and straightforward. GiVen toaay's 
technolo.g'ies, simulfaneou·s nbtltication should not be a problem, even for CPAs 
under'.intghse time pressur~S:-"A' safe harbor undermines the fundamental concept 
of the practice privilege- that it does not commence until notifi6a1ion and payrrTent 
are submitted. It is in the interest of consumer protection for the Beard t.o 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 co~te~ of I~Wj;fcfi.~nyi~t ·l~~¥d:t1:fiRJt~ig!tr,~M~;e£e1 t~r,.~';;-\T, ·~ 
circumstances in Which 1mmea1afe notrfJcatJon IS ImpoSSible, grven firm procedures 
and administrative obstacles. One option discussed by the PPTF in its May 

-.rpeeting ~g~,t~pff .,s~f:~c!1~~8·9X onl,y ~o CJ~~s .:~rnploY:eq. by..firm~ tb~t p,cetq·: r- .. 

regtst§:~~{f~!~m~tr~n ~..··:·. ~s.lJ~6al[, Mi.q~aer GrCjUJe.fu s:uggeste~rfi,~t~: ~PRlt9~o5~s;· 
pot~mti'E1tfY. .atJB'f.ess.in.g. fhe cq·nc~rps .r:ais.ed b;v. ..tb~ larf!~·.frrrns:xe:g?h:t.r' " ·''· rn~?dl:~te 
notlfic~ition \/VithCHJt ~.~11l·P.~pfni,s:i~~l\Ci~:~~~er 'pf;'!t~~~tion: _J;tl' .dep~~i)ji~:: .t;;;[ to.J~ke 
such an approach, thrs task forc·e needs to consrder, among other thrngs, the 

fai~ne,,s·s ~~.CP{\~ (IOi~:'!l.B!~Y~.g";b~Ji{~.s [;e,gi~t.er~.9,]Xl C~!jfornip1 ·~ '·\! . :r::. ·:. 

-~Ji ,..~-' ~~~t-:·i :."' ~~ 
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. siJent.as Jo when ..noti 
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tn past discussions, the task force identified the following· t~6ta·¥~·~·§ ~ia~&:;ht1 to the 

question of the length of a~Y,,~~;~f~.-~~a~?:~L'H~~it;>Jh· ~J~ ~~~E?t.J~~:~i.Dg:r,:~~~ !t~~HYi~¥, all; 
(2) permitting comp[iance rn·crrcumstances where·there may b·e··deta n·­

..nptification ..Gl!J,e to flr:t:r):;;b.ur,E}aJ;tc;;rfacM.qr.tjme pr n. tg~,oy!-.9f·9~.at~J>PA; and 
(3favoid.lcig ,·y~2l·~rr~pl~~~n.9:·~~1~~i ,, ... , · · tl~:e. ~~~t?~~ftb~t J~)l:!YJt~~ " 
unauthorized. pr'actice w'ithout n6fi rca ron. I be reve · at fhes·e factor's stifl apply and 

should g,~je·~)R~J?~,K,for,~~~~;d~l)~eJ)a~;~,~?oPP t~i~:f?t9m~-.c:.. :u·.H~ .. ·c: ::..­
~ :., ~' ·: • ~:: ·= t; ~~c· l{~.~"'~''t ~tl~\ ls·*'~:~;,~ .. · · ·, • .J·~ r ~· .. (!f~r' ,' 

Att~:ch,e:;d !!·9 ,~pis m~P'19):? -~, 1f)~Y!e~P H~}i~i.~~~~;~r:Lfor~r J~q~vt=l: pi ··· ~ · ·:~mrm it 
to ~the.• pr:ov)~iqns pf the statl,J.t~$ .. P.ll9?~!? po;te that ite,!J1 JP1• · .r 'f.e. 
,~:arb.oi :gttg~arwe Jo~r :q~A~.-~r.hPT8¥~~~,pj't~~~~stere~·1lY9J¥~ ·::, . r~~~ . ~!Y for 
the PYH?p$~.s gfdisau:s~~<:>,Q a~d~il)~~!r~t£3!5 nqw a.~~fF:hafpo;. sq J~t:b ... ,_ .; ~ .ld affect 
.thE?-.qun~ti.QJ1 9.f the,,praqtlg§.PriXI!ege~e . . . "'· ... 

; " • ' ~ ~ l(: ~~ 1 ! "M < ( J "'~~ .- • • .: ;: ;., Cf ).._, _, > 

I ho'k forward to' our .di?Cl!SSi6h~ .. o'n September gth•., 

~,~.,. . 
.:.f.t:.;.:; ····v

'Att~~hrnent'.' :: 
..,... '. > . .-' I . 



STATE 'gF CALIFORNIA- STATE AND CONSUMI::K I;;I::KVIt.:l::::; Al;;l::Nr..;r 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815·3832 

TELEPHONE: (916) 263-3680 


FACSIMILE: (916) 263-3675 

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


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

Attachment 1 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA 


BUSINESS AND PROFESSIONS CODE SECTIONXXXX: 


Name: 

Prior Names: 

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number 

(business hours): 


Fax Number 

(business hours): 


E-Mail: 

(To facilitate contact in the event of a problem in processing your notice) 


Date Of Birth: 


Social Security Number: 

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

QUALIFICATION REQUIREMENTS: 

1. 	 I am an individual. 

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

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

State/Jurisdiction: License Number: 	 Date Issued:· 

4. 	 :--: 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 
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>: 	 . ,{ 
,... ~ ~ :.""t f~;_.~.&. ~-~:'··. -·'·r~~:1~~r)l~'i~ \.:~!~ iJ t, ~ 	 .. J-·..·d.tlfl 

My individual qualificatlons::•hia>lelioe.er:i.:dater.mlrne:d by NASBA to be substantially·· 
equivalent (NASBA file no.·,.;;··~:'_.7:·: )~--~.Ff;~ .... · ·· 

-
(
'/ 

I have continually practiced public accountancy as a certified ·FJ;l!!blic. acco 
under a valid ficense issued by any state for 4 of the last 1 0 ye~rs:4"~ JL:\ ·. 

I understand that I may sign a report on an attest engagement under this privilege 
.tp ,w.~~b:,eoqnly if, Ll!\e.f3t.G..C!.lifo,rn!,a~srre.g1J.i~E2\DE2Pt~.tQ §ig n atte9t report!?. . . 

,,.- ... \d!·" 	 :; 11>0'"' :::!~lUI!h..J!.;.,:•·.J -·' 'vr·~·M::,:;;,y;._.,: Cl'!l!/1. 1'')f1 A ,\ " 

s. ·•· ';' r1 _., 	 l·iei~ree~tb ~bfd·e -·~ · • 'St~fe ·df c~·lifb·F~Ia1Tnclw'GJ1n~·~t~g Q~11ifmrnla: ---~ · · 
Accot!fr~far:lcy 'A2ft ~;rofes&iar.t~ ·oe:cre ·S~ctiof.:l,~~s-Gl'G;:et;seq., 
accessible at http:llwww.dca.ca.gov/cbalacnt_.:.act.htm) and the regulations 
thereunder (accessible at http:llwww.dca.ca.gov/cbalregs.htm). 

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

discr§~ign of th.e CBA or its repre~entatives, the privilege to practice pupliG· • . 
accounting; · -· - · ·· 

b. 	 To impose discipline for any violation of the California Accoumt~JJO;y.Act.o!':~ : · 
regulations thereunder and recover costs for investigation and JUVOSecution: 
and 

c. 	 To provide information relating to a practice privilege and/or refer,·am:v, =- -:-· · 

additional and further ~discipline to the bo_ard of accountancy of ~ny other;gtate 
and/or the SEC, PCAOB or othe-r relevanfregulatory authorities. 

8. 	 I agree to respond fully and completely to all inquiries by the CBA relating t.0,my . 
California practice privilege. 

9. 	 ! cons~nt fm~~etialli:Ffu.en(£YliO~~tfie;~oBA;:~®.J~eJif¥~{ne ,;lQO:t::i·f~~rcy:g1iJpE1f~~!WLJ:\~-ss 
of the information provided in this notificati'on. I consent to the release of 
al-l information relevant tg_ the CB_A's inquiri~§ now or iD the future,.h'Jy,:J 
a. Contacting other states; 
b. Contacting the .SEC, PCAOB or any other federal agenc~t'befbre ~Mf.i:i<:l:l<:llam .­

authorized to practice; and 

c;: ·c6nfactl'Ptg ''NA:sa:A. 


10. 	 D I am submitting this notice to the CBA at or before the time I begin the practice of 

public accountancy in California and understartafT!lia'tf;tf:\f@p/:cl!Btlhe priX/ifelge 

expires one year from the date of this notice or; OR 


0,, 	 I am an employee of a firm registered in California and am submitting this notice 
~iffi·iWt :c:;t· :·1 6~y'Si 6Fo~~fi:nn1n~ tf\e @'raetic~sa;~ipW:I:)Ii~tlEiedo~tltancy ·ir1J California. 
t:frfa~rstaha'1hat1 t11l€~#f~'Cfice' 'pFitJtle'~e1 e*~'lres··~~~f1r'·r:r.fo;ritlil's~e:fr:o'rnt~tflre:aate of this 
notice. · " ..·· 

11. 	 I have met the contiriu1ng'·eeucation reqUifeme'nts::an!J af.1y.:cethics· exam 
requirements for the state of my principle plaoe oftjtJSiness: 

12. 	 In the evenHha'fS.any. ofJheJnformation In ·this"'ri6tice ~hang.es I will' provide theI 

CBA written notice of any such change within 30 days of its occurrence . 
.~ ~.. ,...~=-·r.r' L:.';{~1£'iJG:;~\ ~-~ ·~~~f afi;f....,..,..:;_~-, "L'~i"'• 

13. 	 1am concGJrreritly sabtriittir:r€J the fee of $J10Cl.DO. 
.~rcJ 
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-------

0 

ADDITIONAL INFORMATION: 

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

Other 
State/Jurisdiction: _______ License Number: ____ Authority: 

Other 
State/Jurisdiction: License Number: ___ Authority: 

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

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

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

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

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

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

I, , understand that any misrepresentation 
or omission in connection with this notification is cause ior termination of any practice 
privilege in California and that the California Board of Accountancy will act accordingly, 
including the notification of other state or federal authorities. I certify under penalty of 
perjury under the laws of the state of Califomia.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. Seciions 5080 through 5095 of the Business and Professions Code authorize the colleciion of this 
information. Failure to provide any of the required information is grounds far rejeciion of the notification as being incomplete. 
Information provided may be transferred to the Department of Justice, a Districi 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 Aci. The Executive Officer of the California Board of 
Accountancy is responsible for maintaining the information in this application. and may be contacied via written correspondence at 
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or 
access to records. 
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ATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 ARNOLD SCHWARZENEGGER, Gov~rnpr 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 
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ATTACHMENT X 

•I' "i, ... ")' i 	 •' t ~ ' ' ·. 
1. 	 If yoe('cfiecl<e'Cl !ferns· i. 2, ·'or 31UA'deradditional information, please. ~rcovide explanatory 

details: 

'{, 

' .. 

2. 	 If you checked item 4 under additional information, please prdv:ide':c: 

Date of J'udgmentl Jl:trisdi'ction 

Arbitration Award: /Court: [)o:cke± No: .. 


--------~ 

:· -· 

.., :.. .,, ' 
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State of California 
Department of Consumer Affairs 

California Board of Accountancy 
2000 Evergreen Street,· Suite 250 

Attachment 2 Sacramento, CA 95815-3832 
Memorandum 

Prsctice Privilege TF Agenda Item V Board Agenda Item VIII.F.6 
September 9, 2004 September 10, 2004 

To 	 Practice Privilege Task Force Date September 1 , 2004 
Board Members 

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

From 	 Renata M. Sos, Chair 
Practice Privilege Task Force 

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

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

1. A safe harbor allows a person to begin practicing in Californ)a 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 flle it, may not have violated 
the California Accountancy Act, or at least, it will be difficult to prove a violation. 
The practical effect of a safe harbor is that anyone can come in for the time period 
of the safe harbor. 

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

I look forward to our discussions on September gth. 



.State of California California Board of Accountancy
Department of Consumer Affairs Attachment 3 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 

Memorandum 

Practice Privilege TF Agenda Item VII. Board Agenda Item Vlll.F.8. 
September 9, 2004 September 10, 2004 

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

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

From ~-~:i:~ 
Chief, Enforcement Division 

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

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

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

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

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

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

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of 
Section 5096(g) would equate to likely serious violations or unprofessional conduct 
and should preclude practice in California under the practice privilege model. 
Exceptions will, however, be experienced. Examples under paragraph (A) could 
include convictions with no relationship to the practice of public accounting (spousal 
abuse) or a misdemeanor violation committed several years ago with no 
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reoccurrenpe {shpplifting). Examples under paragraph (B) could inClude revocation 
of a Texas CPA t:ertificate for'fallure to renew the license timely. 

E:Val8afloh guidelines should be established that will allow licensing staff to identify 
and pass (allow practice privilege) on convictions having no relationship with lbe 
practice of public accountancy, misdemeanor convicti-ons ·over~~ 0 yeF!rs o·1CI: "ahd 
license sanctions in other jurisdictions caused by administratiVe"prcSBsdural actions 
versus discipline for unprofessional conduct. The Board'E(J'ic~rl~rn~rstaff curr~ntiy 
employ similar guidelines in their evaluation of applicants for licensure and that 
system is OtJ~.rati!}g, sn}~Slth).y:. iWC?t!?rl~. iQ~O vingJ~is llf¥ii),Q{99nt:!iti9QS, t.tw,t fall 
outside thes~e 1Y 1 ·:··~ !:elif1·e:s1;sncf . ~<:::·rere]:[e·d .f E' :m'~nfbivisl6n wffefh~ a 
review wilft?fi~} n'dEidea Ya a ~Fhi1n{§c:1Hher§ :f;s3~ fa' al 8~g1Ftb cle'rl'y pr§d\ce 
under a practice privilege, or actual California licensure, pursuant to Business and 
Professions Code Section 4~0 (Ground~ fqr Denial). .. 

~·~;/ ~·tl:~L ,r !· 3 ;"":'~~:\:rJ·; ·,c-.._~ji).=::::lb::;. ~Ji:~ · ~{" -,.~· ~~- ···· r ·~ 'L::: 

s~cti·on soe6Cd)I2l·:... p:aragraphsrcrimd fJ.?l.. .. . . .... 
(h)''(:2} ''Dfs·gi:lalifying d)h:dith::lf15'1riCIL:J.d~:. . . ·:. .·· · · : ... "' . · · . 

. . . (O)':f~~S!~~~~~ c:f..,~~y-·i_ny.es~i.gatio.~; ·ihq~Jry or.. ptqceec:j!09' ~y 9rJ?efoce_ any 
· ,,r, •1'}~,?.1~r.at9r,l?c.al,}~$1~!11 .~.r ~~.g.~h~}', ir:~l~:pi·~g,, ~Ut.;~.~J :.\!,W}~§R.t9.iJ~~:· 
P 'l't'vompa~·)l' ~c_countrn t:;t0vers·lght "El·oard~ 1nv·oI\II rtg·· tn'~~·"8[£>€W9:?J;B:~~I 
conduct of the 1ndJV1dual. · ·' · 

(D)b~Y)~~.~~~.n~-~r~~~~~.!~.~·ti~~..f;yY.~~~-·a,~~ln~\.\Q~~ in,~I~!dua1A~¥PI~J'1Q. ~h~~. 
, prGfesslo·fia:l"acrnraJ.Wet"oftf.l·e"ln'OI\!'.!dtlal·,n·tht:r·ambtlnt of tliltl:Y'thoU$ana 
· aoiTar~ ·($30;eee) 5:r"9'reat'et:· '~ · ~ ··· ' ..--: · · ·~ 'Y"' 

~· EF~~ ,, ... "1Lt:.' ·~l; "' '.. "::,r:,.~ ~11.~'tt}(Tjf"1~1-J ' 

The pres~n~~·efa6y df'tne:~9:n§lfi~rf~:!!~t~a~J•\e'ar~·Q.r~h~ ~(g:) .~f(D'~ of:Section 
so96(g)'Will ifldicate·the··~os:Sibff'itt af's~erhf:ltls··vl'oh~tld~~-~?l.~~E'rPJesslonal <;:d(l~u~t, 
and practice rights via the practice privilege option sh'o'Gircr~·ho'f o·e ·grantetrwifnbut 
thorough review by Enforcement Diyi_$iPn P~\!Sonne! .. ThisJev· •Sl:Y-Je · ./ 
investigative action or inquiry to obtalk.;a:P1~:aq~'q~ate:;li~.~e:.·t~1~ \~~t~(~ .· . ·a¥\d 
issues underlying the di&!guaHfying condi.tioH;~n·~t~d~;\/~r!~srf'·, , • · ... oqJ;aF¥it·:'ir1tb t~1e 
criteria referef1oed Tri;BWsiness:ana !P:r.Dfessl. cfi:Ort~~'o:··r:v ariy cases, 

1 1'• p§r!fe@arl1;(ff1~6·s'e 'fMsf-fl1~f()l~'e~'a\ip'~HcHn·~':lH~~~~ig '• ...... Rfbtet~:a!~{f' ot~ another 
. :e~f.~~t~;~Hl1lr9~0t?S~l:fu!Ty <ileY~Ib#ed qr'1~V~if8bil:~~~· lfsb,'~~ri! rights via a 

'e··p·ri\/ile§e·;srioulcffi'ol m;i!ti9r?nf§B~:Efnd:1tnt:fap·pi!p·aRt1 ~fl.2h.Aef'':' ., .r~quired to 
13'~\¢1(1 ftffVa,~af·ifo#ii·a CJPAliP&e1~·se' 1snb~~I'GI~fl~fbr~J1s· dei~)re1tb':::~~reclic§"i'R California. 
Practice rights via practice privilege:,s!lbtikl ohly be~gr~;nted:if Erifo'f6§·ment Division 
per:sonnel are able to obtain an understanding of the facts sufficient to conclude 
ttier~f~.s ·F1o,fsotw:i.PBasis·.rto'Gierw~~raotibe ·uhde'r 8tfsiril:ess·and Professfdns Code· 

. e'etfl0ri>il-8'0,t '~he··g:cYaf~.wilfL~eeQl 'to/cletermiri.e'if Jhi$ ijs~·an· a·ppfdp'riale use· of c .• 
'-~;,~·>,•,,~ . "{'•tt_<'*~:Y''"; :; ' ; • ·~ 1 ",-J •n)"'•\ ~~,,(;~;''0 -..,,'',,'""·~ •/ • 'enforcement resources·,~>"·'~ ·u ·. · ·' " · · · · · · .......... .. · 


'•''\") .~ ,·•;,.··., -_' .. ~,-'". ;"~ ~... !;'';~~: ,t':Jj'!"',~"-~1-:... ~··.~ •., ::;·,~ ~-?f'J '·· .. 
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Section 5096(g)- Paragraohs (2){E} 
(h) (2) Disqualifying conditions include: 

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

Evaluation guidelines will depend on the specific disqualifying conditions adopted 
by the Board in regulation. 

GPN 

Attachments 
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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. 

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

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

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

ATTACHMENT 1 




Proposed Section 5096.2(a) 

(afP.f~'6tie_~ p"rivl1eges ma)!_be d~nled-fo~'failur~ to qu·alif"y under 6rcompJy-with 
th~1-provi?iOQl? of this artiql~ .prJ,Qipl'ementih~ :r~~ul~tlons, _or for any acfthat if 
committeCl o~l an applicant'for [idensure Wbdla"be groun·Cfsfo:r d$ni·at·Ma 
license under Section 480 or if committed by_a_ljcefl.se,e wo~1ei\f51e'..~r6unds for 
discipline under Section $1 oo, or for any act cdmmitted out-sif2!:6-_cif: 1mis~state· 
that would be a vib!atidh if cdriimifted with~in:this state... .,. ,. 

ATIACHMENT2 




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 
question, would be grounds for suspension or revocation of license. The 
board may deny a license pursuant to this subdivision only if the crime or 
act is substantially related to the quallfications, 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 an the basis that he has been convicted of a felony if he has 
obtained a certificate ofrehabilitatian 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 rehabilitatian·af a person when considering the 
denial of a license Under subdivision (a) of Section 482. 

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

AITACHMENT 3 




State of California California Board of Accountancy 
-. Department of Consumer Affairs 2000 Evergreen Street, Suite 250Attachment 4 

Sacramento, CA 95815-3832 

Memorandum 

Board Agenda Item Vlii.F.10. 
September 9, 2004 September 10, 2004 

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

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

~N~ 
Chief, Enforcement Division 

From 

Practice Privilege TF Agenda Item IX. 

Subject: 	 Consideration of What Minor Infractions Related to 

Licensing Should be Exempted from the Disqualifying Conditions 


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

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

GPN 



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

Sacramento, CA 95815-3832Attachment 5 
Memorandum 

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

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

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

_4: ~· Gr~Newington 0 ~-"' From 
Chief, Enforcement Division 

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

Statutory guidance for Administrative Suspension is contained in proposed 

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


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

administratively suspended at any time by an order issued by the board orits 

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 auestion. 

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 ·ineFtidi3, .but not be. 'limited to the following occurrences: 
• 	 Th:~-~~at\Jla~allaHs to mee't qUeli·Acation requirements cited in Section 5096(a) 

·· ~~tt:a~nmgnf :2r · 
• 	 The individual experiences a disqualifying condition as described in 

Sections 5096(g)(2) (Attachment 2). ' ''- ,:/ · ·· ~·-·· 

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

The individual fails to timely resoond to a Soard inguir.v or... r:eauest for 
information or documem -~ , ".. ,.. '·. . ': '·; · .'""·~·~··.' ·~· :::' ''' ·. ·-· · .· 
Administrative suspen~io y':b~ 'emplbye'd''wh~ne~eP:an~r~·cilvidU~l f~Hs toI 

respond timely to a board inquiry or request for information or documents. 

GPN 
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-------- ---------

CALIFORNIA B.OARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHON-E: (916) 263-3680 

FACSIMILE: (916) 263-3675 


WEB ADDRESS: http:Jiwww.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 
(busine~s hours): 

Fax Number 
(business hours).: 

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

Date Of Birth: 

Social Security Number: 

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

QUALIFICATION REQUIREMENTS: 

1. 	 I am an individual. 

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

3. have a valid license to practice public accounting in the state/jurisdiction of my1 

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 



D b. My individual qualific·atio~:~;l~~~:§~~\~.~-~,:~;~:t~?rf.i1~ed by NASBA to be substantially 
equivalent (NASBA fil·e nG;-;e.__ }, ·.~; OR 

• 	 c~-\,:!.'.:13 .tfui:::.><~1 ..f:\ ~,-;·:;p;J«-:>Jo;\ _1~~De. 	 I have continually practiced public accountancy as a certified!lpuJ?,Ii;C:i$(cd'qtjntant 
under a valid license issued by any state for 4 of the last 1 0 j.ear~~ ~~"1ff'\ ... ''' : "1,,J 

5. 	 I understand that I may sign a report on an attest engagement under this privilege 
·-;-	 .~r;:J\1Pl~~c~ig~,;o;nl¥ in IT-l:e..~t\€'f3illf~:rrri~:s (f;I~qj·~~,iilll;~~Q:t§!l~fl(i?)§n(~tf:e.E;;tvli~¢~o:rts.;)i .:;. · / 

ti:) (}"f ··~I/'·'~~_ ~' J ,.·~~ l~i~:fr.:~-~~:~():±~·t.~.i..+~\~ ft,1t· ~:..~r/1t;T~4·1Jr:l~ -~~-~-), ·,'.:t'~~JS'"~r.: ~~-J~~J····t, __ / 
6. 	 I ag)l;~~;(tg ~~(ic),e-by::tl3e4%¥t§.~~J~,~t~%t£!J5!~f1\§~~!i~o~_Ti·~fiiin~!!"!~;i,IJ~[!;~~'~!Palifornia

Accountancy Act (Business ana Professions Code Section 5000 et seq., 
accessible at http:l/www.dca.ca.gov/cbalacnt_act.htm) and the regulations 
thereunder (accessible at http://www. dca.ca.gov/cba/regs.htm). 

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

discr:etion of the CBA or its re~Jresentatives, the privilege to practice public 
accounting; 

b. 	 To impose discipline for any violation of the California Accoltnt·~b'dv.AS:foj·: 
regulations thereunder and recover costs for investigation and '~ros~dutlcSn; 
ood .•. 

c. 	 To provide information relating to a practice privilege and/or rgft:W~~lr· 
additional and further discipline to the board of aeeountancy of a·ny'other state 
and/or the SEC, PCAOB or other relevant regulatory authorities. 

8. 	 1 agree to respond fully and completely to all inquiries by the CBA n~l8:tfKg'to ~y 
California practice privilege. 

9. 	 I consent f~Pth'i8~ ~ttft~alWy 2oHfi~w C'BP\-t2PvM]fY thl31acc'urat{aWtFfrdfiWliiYres~ 
of the information provided in this notification. I consent to the relt::a~e of 
all information relevant-to the CB-A1s·+nquiries- now-or in theftiture "i:)9: 
a. Contacting other states; 	 ,.,,,.,.. ,.: 
b. 	 Contacting··tne-sEc, PCAOB ar·any other-federan~iffency before which 1 am 

_ayth()r:!t,e9:: t~ :Pra~~tic:;e; .aqp 
c. 	 Contacting NASBA. 

10. 	 D I am submitting this notice to the CBA at or befqq~.:tli)~-.,tirpte: I :§le1§in the ·pra;~;:tjce~of: 
public accountancy in California and understand that this practice privilege 
expires one year from the date of this notice or; OR ~, 

[}." 1 a.f\!il:i<?:n"!?mpJp~r§~;:;,ot~f.lrfiS'llcl'~g)st~r.~c.l.,i 8 2S~?~.I}X9&fli,?. 9.G-8!e'11&§~ rn~ti.Rg this notice 
w.i;thJJiln~, ,.. ~:: .,. _. lrP/ ~X~'"Pt~~R~;~)~,~i 1!1._9.-· ~heN:!Irpot)9.~:\q~:~Pi,.Jc8IJP·~,~ff-8-~nt~88Kit~ california. 
understand that this practice privilege expires [11 nio_nth~Mr.om,tl:!e,.q;ate of this 
notice. · 

' . 	 ' 

11. 	 I have met the continuing educatfon- r~quir~r:p~lf!t~_-:9nd ar:J.¥,-~ethjcs exam 
requirements for the state of my principle place of business. 

~ ... : ,} ~ '. ,-·· ( ..... .:;, ~.. 
12. 	 ln·the event that anyof th·e information in this notice cha·n·ges, I will provide the 

CBAwritten no.tic_e"_of any.sucl:l cha.nge,within ~.0 .da¥s,.oti±$.o.cc.urre.nce.
:;•··<;:~ 1>-•,.i '""'i.''-''~<t'~ ··'\ <\;· ~-:,, }.* ,. ·:. ...~ ''·~ •liCj-·1\'f"''"' 

13. am concurrentl{s~b'h~'ittirif{the fe'e of $1-00.00;~;',·,,1 

2 

" ' !,' ~ • 

­



-------

ADDITIONAL JNFORMATlON: 

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

Other 
State/Jurisdiction: License Number: ___ Authority: 

Other 
State/Jurisdiction: License Number: ____ Authority: 

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

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

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

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

0 4. I 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. 

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

1~. ~ understand that any misrepresentation 
or omission in connection with this notification is cause for termination of any practice 
privilege in California and that the California Board of Accountancy will act accordingly, 
including the notification of other state or federal authorities. l 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 Beare of Accountancy to determine whether you qualify for 
practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the collection of this 
information. Failure to provide any of the required information is grounds for re!ection 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 Soard, or the transferee agency, to perform its statutory or constitutional 
duties, or othervvise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his 
or her file, except as othervvise provided by the Information Practices AC::.. The Executive Officer of the California Board of 
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at 
2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or 
access to records. 
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1TATE;'OF CALIFORNIA STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGG'ER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STRE!::T. SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: [916) 263-3680 

FACSIMILE: (916) 263-3675 


WEB ADDRESS: http:l!www:dca.cs.gov!c/:)a 


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

ATTACHMENT X 


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

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

Date of Judgment! Jurisdiction 

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

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

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

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

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

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

ofthe 	 · 
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 rn 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. 
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Section 51 00 
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 quali"Rcations, functions 
and duties of a certified public accountant or a public accountant. 

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

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

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

(e) Violation of Section 5097. 
(f) 	Violation of Section 5120. 
(g) 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. 
U) 	 Knowing preparation, publication, or dissemination of false, fraudulent, or 

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

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

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

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


October 5, 2004 

California Board of Accountancy 


2000 Evergreen Street 

Sacramento, CA 95815 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
10:20 a.m. and welcomed the participants. Ms. Sos indicated that Governor 
Schwarzenegger signed into law SB 1543, the bill containing the practice privilege 
provisions. She complimented all participants for their successful efforts. She noted 
that the Task Force's first meeting was on December 19, 2003, and that in less than a 
year a controversial concept was developed into signed legislation. Ms. Sos extended 
special recognition to Ms. Granick, Mr. Granen, and Ms. Sigmann for their hard work 
and contributions to the success of the project. She also thanked the Task Force 
members and the entire Board staff for their good work. 

Task Force Members: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz (Absent) 
ian Thomas 

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 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 
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••~ j; • ' 

· 'Gther Participants 
Michael Duffey, Ernst and Young LLP 
Jeannie Tindel, California Society of Certified Public Accountants 

I. Minutes ofthe July 15, 2004, Meeting. 

It was moved by Mr. fino, seconded by Ms. Hillebrand, and unanimously carried 
to approve the minutes of th·e·'July:~.5;r2Q,Q,4, meeting. 

II. 	 Consideration of What, if any, Additional Requirements Should be Established for 

Signers of Attest Reports. 


A. 	Qualification Requirements. 

Ms. Sos began the discussion by noting that the statute requires that signers of attest 
reports meet California's attest experience requirement. There is also an authorization 
for the Board to add, by regulation, additional continuing education requirerr;rents tor 
those signing attest reports. She indicated that the issue before the Task Force is wtiat, 
if any;,additiqnal.r:equirer:tJent~ 9hQ~I~ b~·~~ta):>l,is~lp9;(~,fi3e·Attap.~rp~,~q).q,fv1s. S9~~· , 
added that the s!gqer~.:9t{ltte.str~.r;>ort~ ~a.r~. a.l~eaqy.~q·qjecUo."9aljforn,J · ,.if;. · ,_ ,,,... 
documentation re<;~uir,er:nents incluGI,ing the ·rebuttable ppesuinptib.Q aqa. ·_ 'f.riia:s,_se}f- · 

,., ~ 	 , •1. .. , • • • , ~ .., '>"""'' :,1;\',J,t~-·~...:i ... v'\: • 

reporting.re!=1uin~m~flt~\· Sh.e ?3S~ed for comments from :the. C.P.A mer:nb-er..o Jr.l'e TasK . 
""'":'i 	 '~'~ •<~.~•· , X t~ . .._,,,_ • ...,.,.... .,.,,. 1, ~.,.." "'"''"'• '.~ ~"<;;--A>~} ·~Pit', ,....., i :,;; 1 ' 

Forceoar~d·,:?ib:~:G~ i~qgu!dih~l~.:t~.~ 1~~k. For~e ,b~f!~~ u.99t=:rs~~r1·9 y{~G)9;t,~~i~~~rs-~qf 
atte&tdi~ports·ar~ . ~ tG;~~§!~;?!J\IQ.~W~gt ,o.tber. ,~t~ng:ar~~,,p I.E~.§l\d.~~l~PP l¥.1t01 ;t~~l!\;-r····~ ,, .. . . . . 

"ill 1.,.,. "' "' "''""'' "'':••/t""-.....,"' ··~. ""• -"-~ · ~ ""f' .... "•'' •-.....> ~ '~'''·" .._4 \.. ,_j 1 1 h, ' , 

~··'h">~·?V :)-,~~ f'YfiS~tMt~i@i:;B tz~~ttts .nJ:&f-~1d .a~~~li "1()r]itH:J0jff' · h':~- -~~~ 
Mr. line res:~e.m:le€hth~t·~$lQt;J;?f~·(;lf ~:tt§sc!&~@po~~~i~f!~. P~R·er.._p~o,81~ ~o.o 
come to California physically to praqti.c;~~-"h~,n~~~ ei,~h~~SJ:.i!lf~· ""~;~_l;lq.q9>~~ t9 t{qf~.::r·1 
on audits are subject to Public Company Accounting Oversig card (PCAc>sr · · · 
requirements which involve very high stan.dards. He added that sign~~~~fE~t:r~~gi r~&~~~E, 
are also likely to be employed by peer revrewed firms. He noted thaftHE!n~;;~a··· ·.e--:~-;::~~:.. 
some individuals from small accounting firms who do not meet these requ'irem~n.~.• _~.:·"':.,~:;:; 
however he believed this would be a very small group of people. Mr. Duffey adqe~·,thcW,~ ·. 

' • • 	 F< ·'c:'.,H.,.;~hi•:.'; !q::,r • 

spe~kmg for the ~arge frr:ns, rt takes more. ~han ten years .to become ~ partner aoq ,Prll¥,~r: 
senror partners srgn audrt reports. In addrtron, the large frrms are subJ~pt tp the.J?CAOB_ 
inspection process. · ··- " ,,. _.., . .. 

:o.'.It 	 \. J 

Ms. Sos indicated that she believed, regardless of the Task-Force's: g~Hlsioq qg thh~. , . 
a~enda item, it would be useful to ~nquire if the. insE~~~~a!~~Yf.E,?~},~d~~-~~~:Jt!t~t~tiJ.?t!~'; .. 
stgn attest reports are PCAOB regrstrants and 1f therr frrms ~r~ .st.~P,J~9t. J() .pe~r, r~x~.~~· . 
Mr.. Granen i.ndicated he believed the correct ternJiJ ·Y!~~s,~')a~~~£!~~~'CI ~R~~tS.§11,1;~gf~~U.flfrL~ ~- ~ ~ r­1
regrstered wrth the PCAOB. Mr. Duffe)te~p.r,e,~seg~h.r~.:s.uppQ[t .for.thts C\RProaqb "· , . " ,

) ..} ' 	 •.. ~...,>'-....... _,.<.tl'~f<..,.\.;.,>1\o;,.t-.,.,•",, •..-t ,I ""'"~~ • .;:~-J<t,.""'~:i/\:"·" ;,;; , .. ;,'i1f"t ::"- I .. 

indicating that no one else is collecting this data and it could provide,'a:.gfeafdeal"6f' .. 
useful information. Ms. Hillebrand suggested" the .fo.nrtui~.o,ulcj_ .rC?qu.ir:~.. ~n affiimativ~ ..~'­
statement that the person has at least 500 hours of attest ,e~peri~~bcE3;'~nd::also as'I<Jf fb~. <: 

individual has completed continuing education related to frau·a deteqfi.oi{"Ms~ So~,~ ·:.~ 
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agreed and indicated she believed the statement related to the 500 hours should come 
first, and then the individual should be asked about fraud continuing education, peer 
review, and PCAOB registration. 

After discussion, it was moved by Ms. Hillebrand, seconded by Mr. lino, and 
unanimously carried to revise the notification to include an express statement by 
persons who indicate they desire to sign attest reports that they have completed 
500 hours of attest experience as required by California law, and also, solely for 
the purpose of gathering information, to ask the following questions: Is the 
person an associated person of a PCAOB registrant? Has the person completed 
continuing education in fraud detection? Is the person part of a firm that has 
completed peer review? 

Ms. Sos asked if the Task Force wanted to add any additional requirements for signers 
of attest reports. It was the consensus of the Task Force to collect the data first and to 
defer consideration of additional requirements until there is an opportunity to review the 
data. Ms. Hillebrand noted that this is not the same as a substantive decision that no 
additional requirements are needed. Ms. Sos noted that this approach is consistent 
with the approach the Task Force adopted related to the "safe harbor" period. 

B. Documentation Requirements. 

Ms. Hillebrand indicated that she had assumed that persons asserting that they had 
completed 500 hours of attest experience would maintain documentation that could be 
provided at the time of the random audit. Ms. Tindel indicated that it was her 
observation that licensees with many years of professional experience no longer 
maintain that kind of information. Mr. Duffey concurred and indicated he had talked with 
Task Force member Hal Schultz and that Mr. Schultz had indicated that it would be 
extraordinarily difficult for someone in the upper levels of a firm who has been a CPA for 
25 to 30 years to provide that kind of documentation. Mr. Duffey suggested that a self­
certification should be sufficient. Ms. Hillebrand suggested that one documentation 
option would be for the licensee to provide a list of audits with the cover pages attached. 

The Task Force took no action specific to this agenda item. (See Agenda Item 1118 
below for the discussion of whether the random audit should include verification that 
500 hours of attest experience have been completed.) 

Ill. Consideration of the Process for Auditing Notifications. 

Ms. Sos indicated that the next issue before the Task Force was the process for 
auditing notifications. She noted that the matter was summarized very well in Ms. 
Franz' memo (Attachment 2). 

3 




A. Ndtificatibn Selecti0n p-rocess. · 
,·-:. 

Ms. Hillebrand inquired which sampling process would work mesH$r.:i,Q~Hti]y;irTQF :,- . 
individuals who do not provide the complete truth on their notification forms. Ms. Franz 
respo~ded -~a~pu~e:lo/ n:im:dprirf1sele:cti:e:n~ptooes~S$Wt!luld h):e\mct~1.1~tf:~ctiw~"'~9.Ub~~tt~~~RQ§_e, .Js i l} 

Ms. Cr:ocke:n~:~~~eedr:1a:.fud:.J·m:etet~t~ltr~t~~it,,wo;w:ld 1easies:tjefext.rt~RQIAt~ ~aJRd~;~~C:lW.:&0J19LtrH?J~!ll?/1;:;: .:; 
from aranoo:riti :sannple:\•-She·ra;·ls~o,,:,irndi:q;ate<:Uin:at th~ ~ca±e!!J0J~i~~?qj§Q~~§§I!:I,i:t~_«t,h:s}...;R;lecr:rJq);:':1 (;,·~-
represerit .a·.~uess;r.e·garGI.ing:.wnerre~thfeLgteqtes±·'co.rnsume,( rris:kz.rrnighl.t~.~-~;,8 •.:;,..n till J-,.\ ~c1:¥ 

-... n,+~~; 'fi;(~c:L[;,·t·'~ .·~ ::L,·r ,· i"' · \·{;)~'\'i'l'.f) ·~-~-'''t("'"\~ ·u ~:-.:--! 

During the discussion:, :Mr: Thoritias~expres·~·ed supp.ort :ft!lrAiternative.>3 wh:icb V\'.9Wl9 ,· -~<;';s:. 
provide a-random 'Sample and :als0 -a se.le:ctiorn emphasizir:rg categories .th:c.lt may.b~···· ·'f"" ~- :. 
areas of concern. Ms. Hillebrand expressed support for a large random sam_p.le. w.tt.h., ::,rn.(' 
some oversampling in particular areas of concern such as those who file during the safe 
harbor period. ana those~wh'!i!) imd.h:;ailfe'.:a Gjesi~e:to s:ign:A:lttesLr.e!l)OrtSi£'·.:>1\11~,.· SQ~;~:xpr:es§§d ::!· 
suppo~ .fo·r ifflitially.. wsin·g· a . .:ra:naom sarnpl·efand.:lafer ma.k,ing .a;;_d~t~rroi'.!i!atio~ 1·~~9.e:Ed.ing· :: 
whether·it:iis appta:p'riate.:to·:;pveEsample.:p:articulat.:;categqtiesi:tMr... .Jhorn.as~ask~q~if-. ..,,. 
increased ·staff ·tim·e~wd:u'lcif'P:e :needed .to :o,\'ler:sample .. in.t~:e··categori:es. s~;~ggested. qyJvl~ ..· 
Hillebrand.i<Ms\ Pra·nz:.r.esponded lf.lat~during tlll:eJirst;-year arandom._:s_ampleJIIfRJJid.,b.e,, .. · 
easier. It was ·thef.l ..mov.ed by ·Ms.-JF:I:owe:rs, seo:ond~d by Mr. ~Ch:omas,, !:!;~)4·~\":i:'i,E .;,.r·' · 

unanimously carried to use a random sample in the beginning and review the 
process at a future date. !,,···, · '"•·~:·.-·· 

The Task·Fmce tlllern bri·efly discus'se:d whether:thle sampJing>methocLsb.o;ldJ~. @,e.s: i' ,_ 

disclosed'"to :the~;pumli'G~.:Mr..Mi'ller recomme:nded againstiiOndicatin~ h.e ~<?-:utq.~~~-~):,~H'::i"D' .. 0 
reluctant for the'"B0'a:td to:·tusdl'e:se:~1io:;the:,p;ub:lic:3its methodjor s.~leqtin.QJ t.h~Hfl9~lfi9.§1tlc;>,!11J~.,...y'­

to be aud ite·a~;.::l\lo\&eveT;;,tm:is~Jr:~!farrfui'ati:O:!inco:w:lq hetdisc[o~e.dAncn~spor.~.~e..!o :aDJ),~qyJ.IWE-:;vl:t1 ~- :" 

was· the-~co·m:semsus1dfltbe_rrask F((D:nc'e~:to,.c:GrT.cur{wi~hl-MM·~Mille.rr~s.. .re.cGmrmendation~ ... · ,.,i.
. ' • ' ·~ - ' ,. • ' ,; ·c,..~·c ~ ­

Oor1fehts df.the-Awditfl" ··~·w 
[~---. 

B. 
·~,.~,,s r-. ·.· . .·. ;"' . . . . -:: ··ir;·;T'~i·tTJH::;ot; to :~r..::d! e:ti!\ttnq JT 2l"H">'' ,. {~ :· · 

Ms. Frartz indicate.Q.··tbat rsbe~ehvis:i.o:n~g 'thaUnfonm:ation:wo.wl.c;!;t;>;~.~r;.§qu_e~.t§.§J,..fnq!ilil,tbe 
licensee~s~hom&~state;conjur-isdictio:n:reg·arding· the.Ji,censee,'~ -~c:td:te.,$~--ef·rt§l:c.§?.Ed~\ ~~ 
certification of license status, certification that the home jurisdiction's continuing 
educatiob retJifliremeri1:$A'Ner:e?tnet,fdr reneN;'?al~p~:~rp.Gses:,,,alilO rin,fC>rJ'iTlc;itJon ~eg!:m:jing ~qn~ .. 
disciplinary ~action§ (see:Atitachment'2},\ '\Ms·.. ;·Etamz, irndica1ed_ ti;Jat~staff ,~nti.ci~;ai~-~ . . ., , , 
asking the licensee to submit this requ:est:t®_.;hlis~:ord3en:t:Jm.!llile ·sJate·tc:>JdMrisc.dJqtin!il; i,~.,qAse1r 
a fee would be charged or a release would be required. It was noted that the form 
includes an item where the licenseet:ctmse:m:ts: tgrtne,rrelea·se~0f.":inforrnation to,tl:l~.d3.oard1•• 

This could be printed out and provid~d to other st~te boards. 
•' , ~-;;';":'~"''~1'f''; '/.·\ ~~\{} ~·:.••",~·-,~~: -' ).( .., .• ~ i ;!:;il::~~~ ...; ·. "' ~' .~ ;~::~·.1 ~-~· ~:··~~;\'it:·,,;~:. :·.'1 • ·~C. ,)JI, 

During the 1c:lis·cu:ssio!'I{Mr: 'Duf:fe~rsuggested·:going;directly te.,the ;hQme.$,~~:t~tJ~r!?di.9,ti0.!;!. 
and only involving the licensee if there is a problem. Ms. Hille.o:r:.~nd rc.o:rJg,\i!rr~ctand- . 
indicated that it would be appropriate to inform the home state that this information is 
being sought as part of a random audit. Mr. Granen indicated he believed it was not 
necessary to inform the licensee. Ms. Tindel agreed with Mr. Granen. It was then 
moved by Ms. Sos and seconded by Ms. Flowers that the information would first 
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be requested from the state board in the home state and not from the licensee. 
After discussion, the motion was revised to indicate that information would first 
be requested from the original source which would generally be the state board in 
the home state, but which could also include NASBA's Credential Net. The motion 
was unanimously carried. 

Ms. Hillebrand indicated she would like to also inquire if there were any subsequent 
reportable events. Mr. Duffey suggested this could be a frustrating process as many 
states do not maintain these records. Ms. Sigmann agreed it may be difficult to get this 
information from other state boards. 

The Task Force then discussed verification of attest experience. Ms. Tindel suggested 
that the only meaningful question to ask the home state board is whether the licensee is 
authorized to sign attest reports in that state. Ms. Hillebrand expressed support for this 
suggestion. 

After discussion it was moved by Ms. Flowers, seconded by Mr. Thomas, and 
unanimously carried for the audit to cover the four items discussed in Ms. Franz 
memo - the licensee's address of record, certification of license status, 
certification that the home jurisdiction's continuing education requirements were 
met for renewal purposes, and information regarding any disciplinary action ­
(see Attachment 2) plus information regarding whether the licensee is authorized 
to sign attest reports in his or her home state/jurisdiction. 

The Task Force then considered whether the practice privilege holders selected for 
audit should be subject to a fingerprinting requirement. Ms. Sos indicated she believed 
fingerprinting was not appropriate as part of the random audit and instead should be 
considered an investigative tool to be used when Board had reason to believe an 
individual may not be qualified because of his or her criminal background. Mr. Duffey 
expressed support for this approach. He noted that it is important to balance the 
consumer protection benefits of finding an undisclosed criminal record against the 
inconvenience of requiring fingerprinting of everyone selected for the random audit. Mr. 
Granen indicated that as long as the Board has the correct name, information regarding 
.criminal convictions is available through the Department of Justice Database. He 
suggested the only benefit in obtaining fingerprints is that it would allow the Board to 
obtain information when the person does not provide his or her correct name. It was the 
consensus of the Task Force not to establish a fingerprint requirement. 

The Task Force then considered whether the random audit should include some 
verification that 500 hours of attest experience have been completed. Mr. Duffey 
indicated that it was important that the verification process not be burdensome to 
licensees. He added that it is hard to .conceive of someone from a large firm signing 
audit reports without at least 500 hours of audit experience. During the discussion Ms. 
Sos suggested that the Board could request a narrative in which the licensee explains in 
his or her own words the basis for the assertion that he or she has 500 hours of attest 
experience. Ms. Franz expressed concern that it might be difficult for licensees to 
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respond:t0 the.•rettuest··and··rnar'r)llwoulel6b®htact ttl'l'e B'D'a'rEkto' g;Jet:rmo:reUcb!$1plete ~:s: •. 
g u id a:r:iae~ :·N'Isc.>Franz sumg·es~ed ·if.1wot~-lcl ~bel easier0to \g·h:ze ~them ~someJ~i·n.ct ofkferm,-~t:Jchi'" 
as Ei ~rrlodifiedAf~(jrrf.!r't:"!53h:l whic!il,t]li!ey:op'l~lGI' d:rtedk;ti:Je·~b:d~e:s3;td i!!S(Dorrt:i·thei'ltJe)q):e:nieilil!Gl3 ::Y ...~, 
Ms.t•s·bs··exp'resse€1lar1 interesfln~reviewin§ 'SGJ'ch·a m(;)'diffe'GI Forrtr E'wliioh W0Uh:l be'i.\;' .. . 
responsive to the documentation difficulties that might be faced·.lfl,Y)IicemsE;:es:wt:ui>~t:la~l9'\:i.~t:'•' 
been practicing for many years. Consideration of this form was scheduled for 
discussibir1:·at·1tne!'r::ie)rtnJ!l;leeting;' · ·· , · :'"' ····" :~!l,,· :,o: 

The Tasl< ~orcelthen considered the time ir;ai1Tles for respo:nse. It was·tt;Je consens:l!ls -of!' • · 

the Task Force that the time frames outlined in the memowerre appropriate. c • · • · 

Participants noted that failure to respond to inquiry is already a disqualifying condition. 

Ms. Ft.anz indicated that the :lic·ensee would not be1pe.rialized ifthe hame1illrisdiction 

failed to·~resporid!timely~to the B'oard's r.equest fo·r.informatitilT<l. · 


"f"~' •-:i ~·-~ ~·-.··,: .... ·~:·tt;.. . : ~(,ff ·",S1\r:J. ""~i ..,\ 

The next issue considered by the Task Force related to what would happen to the·~· 
practice privilege if the individual being audited unintentionally failed to meet the 
practice;pf>ivilege retfwir.e·me'nts;j~.JI%:was>th~.bbn'st3nsus of the T<ask ForceJhat~ira:swctba,.,,: :.. 
situation-,-the-:pradtice~.pri:v-ile~e;;s·lfl:ot{ldi:be adh'lil\l:istrati~ely suspended funtil ,the~a:e,ficieJtlc~c 
is remedied. t~;;;;::\"l;;,oJ~~t~ rtc!>i'\-:..~~,. : :.. '· ,, '·· ,~ _ ~ L.-;.:,c__ , 

IV. 	 Consider,ation -o·h~t ~Process to Address ·Ch'ang:es ·in Reporrted :1 mfo:r:rnatio.mdfihlat~ vy' ~:.6 
G>cdiJlt·DftJring~tt:te Term''mf:fhe~P;tacti·ce. P~iv.iiE!g·e. " :· , · ·, r<:•· (~; ·n.:c_,,.,.1-~.~;:ti·:' 

Ms. Sos indicated that staff had developed a procedure to address changes in reported 
information lti:rat~occu:r"a anh:,g:the·iterm':lof~the 'pr::a-Ctioe ·~11i~-ilege :(Attach merit ·3~.~:~dt W:ii:s·' . ~ 
moved :by ;Ms. ~F)o\M~~r$:psee"cinded tl:y.:M[; :li~Je:r apd ·uR·~n:_ilnbusty:.cc;trftied:r;tobhF"Jrl ~ ·· "':t. 

• ''· .:\1 a·· · #f·""d·\·.. ··."'·· ·· ..... &· ·h · · ...... · ·• .1\,. .... • t ~recommer:h:.t 1 aa!r<ti·"a ··apd0'n(oa:-t ~e·tprcrtceatrre"l:lil·:Mtta:c.,.m·en ,~:iE ·r;r· : ~' ·v ·v,·rr"' · ;' .:··; 

V. 	 0Gn'sideration oNMhett:re·r: lt~Should be a·..QisqoatifyhlrQJ·Co:ncUtion:todHaY.earnrUmpa.id -' . 
Fine Rel8te·a·~ttl ~R.raCti'c·9.i~F·i~Ueg:es_. ... ~:.:r.r-:~~ ~~o{Jf~ tt ~ •. ~')~ ~~crJot:~::. ""'i.~:~~ ~·-~.~ ;-...

jr·:', t"'•. '·, ·~ •·".• ""
1fi"' ~, "":C:-.-.:,.(;. ;:. ·~ • ·· ,!<:.:' • ?•1 : t-, ," ·\; 

Ms. Sos :called :the frask F once,'S•<'att'entittrm..to a brief"rnerilOJ3:rt~J:JBf:?lthb)flMs', :.Gramiek · 
spebifi~'fo:.tl'lis .a'gerfda!item •'(Attachlment:'4l ;lt·was ·moved:Jby·.Ms.£1.owersr;seoonctec!l,.· 
by Ms. Sds, antn:rnan:intous·l~ catriectfor;tfie task.F:orceli:o:lfe ..c.ommen:c!l:to~the ·· 
Board ·that~it be.a.disqtutnfyirng conditiorn ~to.ihJlVe:a-n;u.m:paid fl:rne:.:·z·· 

Ms. Sos indicated tnat:tl:le memg previde'!:btlnder this,;a,gemrd~a. itern·(kttacblin.e~:r:~t' 51)~. ,• 
summarizes,~f0r info·r.mation; p·urrp~Ds·es:r"tme-TasR;Force~acti0ns-ta,date~reJated\t!S>ahe·'r.:;::,··" , 
questiOM1·of.Wherl:aD.alifornta license~is·neec:l:ea;····o... ·. · • :·'·'..,,~.,. ,,~" , ...~;c! "l) :1 

~ f: /'.: "' :;. . • \ £~ 

.,' =':· 

­

6 




VII. Comments from Members of the Public. 

Members of the public provided their comments during the course of the meeting. In 
addition, Mr. Duffey indicated he believed that it was an amazing accomplishment for 
the practice privilege legislative package, which was only a concept in December 2003, 
to move through both houses of the Legislature and be signed by the Governor in such 
a short time 'frame. He especially acknowledged the leadership and dedication of Task 
Force chair, Renata Sos. 

VIII. Agenda Items for Next Meeting. 

The following items were scheduled for discussion at the next meeting: approval of the 
revised notification form, further discussion of the verification of attest experience, 
consideration of draft regulations, and consideration of a checklist for processing 
notifications indicating disqualifying conditions. There being no further business, the 
meeting was adjourned at 1 :40 p.m. 

7 
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Date September 28, 2004 

Telephone (916) 561-i 718 
Facsimile (916) 263-3674 

To Practice Privilege Task Force Members 

From 	 Renata M. Sos, Chair 
Practice Privilege Task Force 

Subject : 	 Consideration of Whether the Board Should Impose, By Regulation, Additional 
Requirements for Signers of Attest Reports Under the Practice Privilege 

After extensive research, public comment, and deliberation, this Task Force recommended, 
and the Board unanimously approved, that any out-of-state CPA who wishes to sign an 
attest report under the practice privilege must meet California's 500-hour attest experience 
requirement. (See Section 5095 attached.) That policy decision is reflected in Section 
5096.5 ofthe proposed statutes: 

Notwithstanding any other provision of this Article, an individual 
may not sign any attest report pursuant to a practice privilege 
unless the individual meets the experience requirements of 
Section 5095 and completes any continuing education or other 
conditions required by the board regulations implementing this 
article. 

This requirement is an explicit exception to the overall rule that CPAs who meet their home 
states' continuing education (CE) and ethics exam requirements are deemed to have met 
California's ethics exam and CE requirements for purposes of the practice privilege: 

... except such individual is deemed, solely for the purposes of this 
article, to have met the continuing education requirements and ethics 
examination requirements of this state when such individual has met 
the examination and continuing education requirements of the state 
in which the individual holds the valid license, certificate or permit on 
which the substantial equivalency is based. (Section 5096(e)(2).) 

The additional requirement for signers of attest reports- that in the notice to this Board 
they certify under penalty of perjury that they have a minimum of 500 hours of attest 
experience - serves at least two purposes: first, it provides added consumer protection in 
an area of practice where there is potential for significant harm to the public; and second, it 
avoids imposing a state-specific add-on that could impede notification and frustrate the goal 
of uniform standards across the states. 
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The proposed statutes vest with this Board authority to impose by regulation additional CE 
or other c£lii'GHti'<§rifs; ci>i:l prospective;signers of attest reports under the practice privilege. 
The questi6Rfho.J?(bef0re this l"ask,force is whether the Board should do so. I would 
propose that the discussion of this issue be guided by the following questions: 

1. 	 Is there any identifiable consumer protection benefit to requiring' additional 

continuing education of those who potentially will sign attest reports? 


Here is some background information pertinent to this questio .o beauthorize.d to do 
attest work, California licensees must, prior to renewal of their"' nse§~(e\}sry'2 years), 
complete 24 hours of audit and attest CE and, beginning in July 2005, an additional 8 hours 
of CE in frau~ttqt~~~.~tJgn 1")v¥l?,a,t.ar,~ 9str~r~~t~,\~,s,.,9o.in.~l? ,.!,~ J,a,'l~ar:Y.?DQ7!,,,w~ ~,~r:yeY.e.d
other states on 'tVi'eifia~~lf~hcratte'st ~reqyihements: Of.tAe'30 ·states''res~ofraih~f, ·=1:tfhad 
experience requireffienftfo'r licefis~e§\~~ntlng· td tlo· attest work: of~the·se;(s' states relport~'d 
requiring the same or greater number of hours as California; 8 mandated audit and attest 
cqn~!DYing ~duc,a,~gn; i 7 alre~dy had or were about to imple~ent specific ethics-related CE 
requih3rhents; arid·24 had in·sti.tutecfor·were on lMe:verge ·0f institutin'g ·!Tiaridat6'ry·pe·e(· · 
reviel\)y'fb}firms'JihBI~ai'n'Q sd.le propfietorsftKat pe'rform·,attestw.ork; ·· ·· · l- • 

.· ' ' : l ; '"' :;,, " ·~(' ~; {'~ ' ,, .... ·~}-~ t 4 ' 

Of 11 states that\:answ~rsd 6ur·poll re~ardlhg implementation of some form of tJAAlSeeti'on 
23, no state requires all applicants to take an ethics exam as :a. ·p·r:erequisite,to:ja,praotfcee; · 
privilege. 

BfJC;t\:tOr·l~ lt£3 £)1{~1trf.i~i. ..;t, ·tt t~). "k,it:;~~VO'h] ~~,·diG '/~'H~:, t.rrt~tH-vy~.. ::::~ it\·"Jt· ,t, 

2. 	 What are therefo~f:iit3r~s:~~ln~s{Jatfflll~i"orn~I;GEWreqfiif~ryients.~i·in,partltular in terms 
of creating disi'R:ceHtW~~t\1;:!iotllT;ca~iorP~r1a:~canJot'ni·a;.specific; ·a·e:ta..ons to the 
otherwise uriiti:)rl¥1.Pf~t:'tlc~1prhli'f~g~~requln!ilielitts?·"'·: i· 

;. • .- ··! 	 \:1-: t..~ ,~{t~··<\·\·H·~·qf\\·1~ ·~n~:J.·'*f·t;ft!~t~.r· ~J1i:'(:f~i ~'f~·~ ~ !fi ~·~{~~~n.JQ<f:} .. , 

The answer to this question depends, among other things, on what it is thafiWe require of 
CPAs who have declareg an intent to sign attest reports under a practice privilege. For 
s~1!f:!1e1~,'ttt~Y~19§.ir:~di~&s:.~t~~~-d,it,io~~~··~~ ~t t~e, pa~~ag,e ·of ·an· etliics 'examinat.ion·woulo 
create c.. alit(!).r(iia~$p:eoifi6~a(lo.:onsjfottrre pr~ctiee·pr~vile'@·e, wh'ich·b'ther:Wis.e is ·aaaptat>le" 

, ." ,,'r'~}t.):t.:"~·!: :··'}'.~·,:;''~""'""'·>"'· "'1.'''•'/ •-~. . ...:· ""' ··~~~· •f"'>. • "'"'' ·':"'·f· ·"· ~ -..•. " ".- '"' "' 

outside 6f'Califerhia:''"Thec6sts··would~need to' oe'balartced agarnst any consumer 
protection benefits identified in answer to the first question. 

':ti~ 	 ~""·:· "'~.:;·· ...::c :"": ··f""" ~)~ '·"'. t ·~ ,j;:::.p'''>;:;_,:,("'f'' r· 

~;;P~ifi"'~~~1i..... Ji._}-:t~ 	 r.•.>·(t··.. ::.;. .·(sf~ :~r <:j:~. .... , ~· 

3. 	 Is it too ear& fi:l"m~]f~;t6i~"'tdEiAisi~if:...'fflat:isi :Wofl/a tfie 'f!lJalfiJ fjenefit'trcom first 
determinlng;~'iiaieifB:ri~Ciit~:;;oJ!ectilriPoft:ce :,i:filtfprac~1pe·r/Jt5lviltJge·~;sJmpJemented, 
the numbiiFof"CPAs'wflo;wllin· tot&ign:titteserepotts iintl~theirhdme'states, 
among othetfact'drs'?~~C ~·.~ (vc;z:Jt?' ;,,;,f\ 'J; "';I c·l ., ~~ )tJ'' ' !•: ' : '4

' , ' 

We'-:-cla·tfbrkoow how rh!3~hy 1oufior~state GPA.s\vfll sut5niikiil0ti'Ge8ifcftheBoarcJ~ zOf that·; 
unknoyJn'·r%mb-er; we can o~ly gu$1ss· as tp'fh~ ,percentagerthat declare an intention to sign 
att¥$t::ieports., gt)hafp'·erc~·ntagE(we. 'dd ·not R~ow·fhe •num~er.:ot:substaritially equivalent, 
CF:.A.~ whchNouicFcome from'1state's tn'at nave an auditana attest OE requi'rement, am·etliics 
'Ef;i;amihatioA·; 'ftiandafdry· p·ee(f.eview,'hor ·'any·other indicla.oltne·competence'emd integrity of 
the CPA practicing under notification. We also do nott<now·wtial,l'llun1berrof:(3ractiee· 
privileg.e holders intending to sign attest reports who are employed by firms registered with 
the PCAOB. 

­
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Arguably, this information would be useful in our assessment of whether the Board should 
impose additional requirements on CPAs from other states who wish to sign attest reports. 
It is also information that we could obtain fairly easily from the notification form: for 
example, in addition to checking "yes" or "no" in answer to the question "Do you wish to be 
able to sign an attest report under the practice privilege?," the CPA would answer ''yes" or 
"no" to the statements "My firm is registered with the PCAOB" and "My ·firm (including sole 
proprietorships) is subject to peer review in the state of my principal place of business." 
Based on such real data, we could assess whether the interest of consumer protection 
mandates additional CE or other conditions for signers of attest reports under the practice 
privilege. 

4. 	 Can we achieve added consumer protection by imposing "other conditions" on 
those individuals, such as heightened documentation requirements or additional 
disclosures on the notification form? 

An alternative to imposing additional CE requirements is to require of the CPA who wishes 
to sign attest reports additional disclosures on the notification form and/or retention of 
specific documents. Examples include: (1) requiring that the practice privilege holder 
maintain documentation sufficient to show (a) what attest reports have been signed and 
when; and (b) that the CPA satisfies the home state's CE and ethics examination 
requirements and California's experience requirement; and (2) adding 
questions/statements 1o1he notification form pertaining to the CPA's registration with the 
PCAOB and/or compliance with mandatory peer review requirements in the home state. 

In addition, we should consider Whether those who identify themselves as potential signers 
of attest reports would be routinely or more frequently audited by licensing staff (that is the 
subject of a separate memo from staff). 

This data gathering would not impose any material hurdles to notification and, 
simultaneously, may provide information that would enhance our efforts to ensure 
compliance. 

I look forward to our discussion on October 51
h. 

Attachment 



Section 5095. Providing Attest Services 

(a) To be authorized to sign reports on attest engagements, a licensee shall 
complete a minimum of 500 hours of experience, satisfactory to the board, in attest 
seNices. 

(b) To be qualifying under this section, attest experience shall have been 
performed in accordance with applicable professional standards. Experience in public 
accounting shall be completed under the supervision or in the employ of a person 
licensed or otherwise having comparable authority under the laws of any state or 
country to engage in the practice of public accountancy and provide attest seNices, and 
this experience shall be verified. Experience in private or governmental accounting or 
auditing shall be completed under the supeNision of an individual licensed by a state to 
engage in the practice of public accountancy and perform attest services, and this 
experience shall be verified. An applicant may be required to present work papers or 
other evidence substantiating that the applicant has met the requirements of this section 
and applicable regulations. 

(c) An individual who qualified for licensure by meeting the requirements of 
Section 5083 shall be deemed to have satisfied the requirements of this section. 
(d) The board shall adopt regulations to implement this section, including, but not limited 
to, a procedure for applicants under Section 5092 or Section 5093 to qualify under this 
section. 
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To 	 Practice Privilege Task Force Members Date September 29, .2004 

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

From 	 Patti L. Franz 
n Licensing Ma

Subject: Consideration of the Process for Auditing Notifications 

Under proposed Section 5096(e)(5) (Attachment 1) the Board has the authority to 
request practice privilege holders to provide documentation verifying compliance 
with the requirements for a California practice privilege. This authority allows the 
Board to audit notifications received. 	 · 

The issues for consideration at this time are: 

• What notification selection process should be adopted for audit purposes? 
• What audit content should be requested? 

Notification Selection Process 

It is estimated the Board will receive approximately 1 ,000 practice privilege 
notifications annually from out-of-state licensees wanting to practice public 
accountancy in California while holding licenses, certi'ficates or permits issued by 
other states or jurisdictions. As part of the legislative process, the Board submitted 
a fiscal-impact report to the Department of Consumer Affairs identifying the 
workload and staffing rieeds for the Practice Privilege Program. As a self­
supporting program, with a $100 fee per notification, it was determined that the 
Practice Privilege Program could support two positions in the Licensing Division. 
Along with their other implementation and monitoring duties, it was estimated there 
would be staff resources available to audit a maximum of 25 percent of practice 
privilege notifications received each year. 

Provided below are three alternatives for the Task Force to consider regarding the 
Notification Selection Process. 
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AlternatNe #1 -lq~n~ified Categories 
... r• ,., ,; , . {·:. 

For purpo~e~·ot~n~uring otJf..~ar.:stt:fte licensees .have met their home states' 
conti'fll~ilntj el!~o'6'1tfi6r(Mnd exarriH1at1on requirements, and ,6ut-of-state licensees 
requesting attest authority have met California's afte§f experi_ence requirement, 25 
percent of the notifications will be selected for audit bas'Sd :on the categories 
identified below in the following priority: 	 · · 

Attest Signers 	 Licensees identifying themselves as signers of attest 
reports. 

.. }~~.- ~ CF - Ji • I ' .. J ~' ' 

Safe Harbor 	 Licensees submitting notification within the five-day safe 
harbor p,eriod. 

..;' n(j.•:..j.-:,·~l "',·f:J'1i(!':;:";:f....\, .<:~, ..~~··· \ -~ .,_, · -~. 
.. .. - '. -:' ~· 'J' ~ ) 6 • 

Repe~t'N{6ti¥ica,18Ks' ·c. u~ceH'~~:~~{W~.?~~~~~t~u·~ffiitr~'d';)11r'e~eE:t notiticatiGrn; nave ·. 
. ribt1req·flest~a atlssf1~riltnbrity;2ahct n'aveHlotrp;rev1oUsly'b'9'~A 

requested to provide docfumentatiE>rn~trs"p'a!ff-Bftt~ec aiidit~ · 
process. 

4-of-1 0 ·:- r, , ,. ·,' 	 .Licen.~ees subm,itting their notification under the 4-of-1 0 rule. 
:><'!' l t·'.r(} .•OU5 l)t iJ'SIQOI:JB 9<1 D\UOna a2"j0(l'T.("_l 	 :sr~ •/i • 

Because the audit will be limited to 25 ~&rt!ElRt{qf3l1scS~§sll§f~?rlaPan::ecitGigories· · 
identified above will be selected for audit. For example, if at least 25 ercent of the 
notifications received are from individuals requestiril~~ra;llfe.s~ai:Jtaa >Ka~E€>~J:lr 
categori~~ Y:f·'?.\-!.!Q rQ~~.P~jnqJ.~de~ jQ_.th~;.~~~i!: "Si~ner,~ 9.f apest !ep'?rts were 
selected Et~·:·,~~Yftl~:tbefti'r'~t~~tld~iW.·t~r'aa~it~~E$oEias·etdt·trfeiPf~rential'rter."Uialir0rnia

J'h",.,;·.t.,?u ~ ~" \f : 1 • tH ;r .. \i:.- ,.,:,,~~:t;.~!{'''t~H;.>·\t! ;' t·, 1 , : ~.,..., .•..1 .,, "'' , .,. ,._ ~ ,.._, ,consumer arm. · · · · $, "'"' " • 
1 

• • ': '<-J ~> 

. ~~:.:.,;~~.; .. :::.:?. ·. ~' .'''·• .~ . ~~ ,-:9·EW~·:; . >2i il.'' . ,.f r::.i/"1 '\, /~if!£·, ~: 
TliW'r~~~·;~eSfQCi :¥! ~6ql:i§)~a(lht~~~ft~sfs;rg'nt::·~ cEi:teg6'ry1f01·'ekarn[)1 f,f.@"fhthe ') 

1mandatd~>~'< ·~·~~ 	 . 'fi~1~~pflvii~gs.~holtfar'V{M~o 'af.Jswersr"yes~1 :tot1ei:tn·e.r of th·e 
· 	 1t1!/~\JO'~~ 90B'fV\""q ,~,o::- ":,; ce;,-• ""•v ...,,..:, .. · .· " ., .f0 IIO'!l{.LQg, • • ... ,. '... . . ,j' \ • • ..} , • '•', ") 	 " 

~~~~:!'''¥ 	 '~0 r)()t'? .:._; ~"'ijrv;' "·-~{"; r'(1;<1'"1Jtr 

• M'~itr ·'wift={tn't~PP'e~o·s~·N: ·~~ :'· .. r'·· ·-t-r.·,:· . . · -· ... 
• ··:c:M:V';":.~·~ "~· ,,·:WrO:tl~q~~P.t9,P:~~,t~r~~Ji'~l stf~jecTtE>1 p~e-r:sreview3i'f.!·(th'e ls~ti€trevefdii1Yi t··i. 

, rJ..•.- fJ ,,Jfi:i:Jq.;1fi r "'· ,,.. ··1' ,,.,.,,, '\'·•'"' · '"'I·"',,. "" ~ ....f:fri' c:i1p1ace~o~· ous1ness: · ·- · ·~""'"" ·~~ ''· • ·;'', ·j·- ·. ,J • • 	 · 

'Bt·?'l '~':\f~~ "J~:.~lt;::.:.')S~ ~;;.nr ;1.::.:. ti't"<~ 

l~:.~t~~~Q-?, t~~·~ CQ;kJ),9~,~~,pt~c~f! ii}J~~ -~~~d9f!l"a·~·dit ,cate~ory. This woul~ allow the. 
BoarCl' t5'eHi·s~re 'tile' atte(st sigh'srs' unde'f practic'Etprivlle'gei~wlio are r1'i:)ff~e·mploye-~s· 
of firms registered with the PCAOB or subject to peer:fevi'ew·•nav€:fa';'fl1grter· 
probability of being selected for audit for consumer protection. 
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Alternative #2 - Percentage of Identified Categories 

The Task Force could direct staff to select a percentage of each category to ensure 
a complete sample is captured each year. For instance, 10 percent of the selection 
could be assigned to attest signers, 7 percent of those who submit notification 
under safe harbor, 5 percent for those who submit repeat notifications, and 3 
percent for those who submit a notification under the 4-of-1 0 rule. 

Alternative #3 - Random/Identified Categories 

Another alternative for consideration by the Task Force is to direct staff to designate 
a percentage on a random basis among all notification forms and the remaining 
percentage selected among the categories provided above. For example, the Task 
Force could direct staff to select a 10 percent random audit among all noti'fication 
forms and the remaining 15 percent among the categories provided above. 

Scope of Audit Request 

It is envisioned staff will develop a form for the purpose of conducting the 
notification audit. The form would include all of the items identified by the Task 
Force and would be mailed by Board staff to the licensee's home jurisdiction for 
completion. (As part of the verification process licensee's will provide consent on 
the notification form allowing the Board to request the audit information from the 
home jurisdiction.) It is anticipated all of the information requested on the Board's 
form, in most cases, would be available from the home jurisdiction. 

However, .if an item is not available from the home jurisdiction, such as a 
certification of attest experience, staff would have to contact the licensee who would 
then be responsible for providing the missing documentation. 

Staff recommend, at a minimum, the following items be included in the audit request 
to the out-of-state licensees' home jurisdictions: 

• 	 Licensee's address of record. 
• 	 Certification of license status. 
• 	 Certification that the home jurisdiction's continuing education requirements were 

met for renewal purposes. 
• 	 Whether there have been any disciplinary actions and, if so, the nature and 

outcome. 
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Outstanding Issue for the PracffbE{!lPfi~Hl:igeFrask~Force:::toiGomsider ·· '· ·­
CgiJ)orp~~. lice.ns~e.s ~re subject to a ?riminal background check prior to licensure, 
~hJ4.h~r~~~~?s· s,9.qmJ~s.ron·af~ff~g~r~fi~t~ w'ith ·a fefi 1ef~$5S ass~cia:tetliwith•tl:re 
De'p'Elrtrftf?tW qf Justici:fYFedeial sur.e:auJdr l·nVestigati0ri''pr0cess'ing:ofthe ·; 
finge:pti'7f~. T~e fplllo'A!ing ciftern~ath/~{are\:~rovided'tb the Task :force:fo·r:· 
consideration·: · 

• Should all practice privilege holders selected for audit be subject to a 
fingerprinting requirement? Sh:O'tilcfo'nW:a. perdentag'e~'of~trfe,audit~popiJiatiomttDe 

. Jingerprin~ed? For. example, require fingerprinting of every fifth practice privilege 
, "'lk 'ld ·. ~·· ~.····'···~·4.1::·.;;;j•.·r~r··;,·;·!,,., ;-•"d·1't'' ":,•··;,·,_ :•~·: ~:,c<i· ··d ., ... . .. ,.,.,...,. ·.•'. 

110 ers·electe\11. or-atl· I."·-· · .. '· ·'.t·.. • ,.,,.,''>•·:,.· · · 
2FH~,··~~-~~.r~,~~:£.?/~ ~;fH t~tl~. "·,11' '. 1 ~0~l~E ~~\'~· , .'i ''1{'< ~Lt:..tr)t··s ~--H 

•..:: "$.t:lpiJJ~*t~g·ringe~fp~~int req&ir~hlent' 'tie' rese'tve'Cffor 'specificiit:fstar:Jte·s.~:t;r~~~ ~ · 
fher~l1~··reasarfforbe\li~v.ing thaf acri'rrifri'al b~ckgroumcVcf.Je6k woui:ld:assist~the 
Board1S:verlficatibn·,'Jhx/estl~atiohcciF: dfisei13'linary~efforlif as·to··a·lJarticurar . 
individual - for example, an individual on administrative suspension for 
misrepresentations on the notification form or an indivia:Ua:I:Mt:.hQS~JLQ.$.nse·;h:~§:~ · 
been disciplined but whose home state does not perform a background check? 

... ,,$ • .l . : ,- "' ,J,-L I ~ ~ ~~ ,l.r~ ·Y: !l..'>? t's. ·~{~/.. ~~ ~; ~d •• 

Audlt~ot Attest' :Si'(i!'f1~r~J~ ;:,r·r·sr. \,,.,~ \';~ 
tt..;:~ .; ~'~i~~:.~~LziJ~ii:L-t'.i'M~· ·~f~Y,~<)l'"t Z tJ~UOVV ·l .)"' ; 

. : sta~ilffe~:€~t~afioe· p'ri~ile:§$ l:mrl:de:rsP"'(, · 
re, ~· . . . , . . fa:r~H:~~hlif~d·fo'·mafe'Ptltie"~~ft'E3st,zr.S:q'l!fifueme:rnts 

1 ·;,_ .;;\;t !t·~ 7'' r,-:"+.'"·~·,'l.m<-4''~,'{ ·-,;_ .. .,. " , · • .-. _, ··. •': _I , • 1 ~ , '.; •

of "'&09'5 . ·... ertt''·27'~o~ ffle·GaJiforriia ,Z\codUi1)rancy Act· ,1ftlile1tefo.r:e,sitris 
envisioned that irf~i oiHorH'o1tne·1ot'Her~'rea6m'r.Aeriaed~atitllit4tsmB';;identified above; 
the audit requ~st .for a praq~ic!3 privilege h:older .requesting attest authority in 
California wdu]d\a~K fdf;a::c:te:rtificatfGJA' of-·altteslrexperleM'ce·'for licensure in the home 
jiWi~:l~HBtibn~ifo:.enstirereafif.0{rn~ia5st Eiffes~ 1e'Xpe·ri&r£~ce r.etfwi rertrernt<was fw lfi lle:<tl; 

,~ ~r·u,\.~rr~; l~"';t')i·" ~'~ r"- .>-- ::p ··r~ C"~ ·"l·t . . ,... '~·· ' 

Howev~r, some, jurisdictions do not ~ave an experience and/or attest requirement 
1t5ttf18§~~~)~fr~ clr.itller?£ifttelsfe5<~erie'fibe'tr~l~ui!:ernefi1t.m'aW;icl,iffer~tterm:S:eetior:raGl95.~;< 
Therefore, staff are requesting direefi~i*lt!fftctmtti;i~::Pas1k 'j;or:ce,aE ~ts ~w.l;ral::.willt:bei'SJil' · 
acceptable form of verification if the home jurisdiction cannot provide the requested 
information. One possibility is to require the individ'lil'S:Iilft!5' ~·av.e~th'thB'G.'ard:s·1o~~. 
Certifi9ate of Experience currently required for licensu·r,€1''slibmitfel\l b¥..::a..par:tne:r:, 
~~t~ffOicl~r; 1ofJsC.~p~r&lsiHg·Jc:p·;A;,6nttf.lei~l~>e;~aH.i'~ Howev.e'r, tfisole:Jp:r.opr:ietm:r-~ma·ay ae 
unable to have a Certifipate of Experience completed Glindtt;rekbe:haltr'-:mher.efore, 
alte!~{illlveiCf8cum~ntatibn',''sadt1:asa ctlient;11iSt~tGotilm' i:le··e·dlr~sidered.:"'"ihis'~h ' 
alternative is currently utilized for sole proprietors requesting licensure irrOalitornia 
who meet the 4~of~1 0 rule and who are unable to have a Certificate of Experience 
submitted on their behalf. 
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Time Allowed for Response 

Staff recommends providing the home jurisdictions six to eight weeks to respond to 
the individual audit requests. If the home jurisdiction is unable to provide all of the 
required information, the practice privilege holder will be given 30 days to provide 
any additional information needed. 

Failure to respond to the Board's audit request will be an automatic disqualifying 
condition. Therefore, any future requests for practice privilege would not be granted 
automatically and would require the licensee to provide the documents not available 
from the home jurisdiction. 

Other Outstanding Issues for the Task Force to Consider 

It is likely there will be situations where an out-of-state licensee will be selected for 
audit and staff determine the requirements for practice privilege in California were 
not met. For example, an individual may have a license in delinquent status 
though they maintain they mailed their renewal form timely to the home jurisdiction. 
Another example is a licensee submits their renewal form and continuing education 
believing they have met the requirements for renewal However, the home 
jurisdiction notifies the licensee at a later date there are CE deficiencies an9 allows 
the licensee to satisfy any deficiencies. 

• 	 What happens to the practice privilege if staff determines the licensee did not 

meet the practice privilege requirements, although unintentional? Is the 

individual's practice privilege administratively suspended until the deficiency is 

remedied? 


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

Attachments 



Attachment 1 

Section 5096(e)(5) 

(e) An individual who holds a practice privilege under this.article: 
(5) Shall cooperate with any board investigation or inquiry and shall timely 

respond to a board investigation, inquiry, request, notice, demand or subpoena for 
information or documents and timely provide to the board the identified information and 
documents. 



Attachment 2 

Section 5096.5 

Notwithstanding any other provision of this article, an individual may not sigri any 
attest report pursuant to a practice privilege unless the individual meets the experience 
requirements of Section 5095 and completes any continuing education or other 
conditions required by the board regulations implementing this article. 

Section 5095. Providing Attest Services 

(a) To be authorized to sign reports on attest engagements, a licensee shall 
complete a minimum of 500 hours of experience, satisfactory to the board, in attest 
services. 

(b) To be qualifying under this section, attest experience shall have been 
performed in accordance with applicable professional standards. Experience in public 
accounting shall be completed under the supervision or in the employ of a person 
licensed or otherwise having comparable authority under the laws of any state or 
country to engage in the practice of public accountancy and provide attest services, and 
this experience shall be verified. Experience in private or governmental accounting or 
auditing shall be completed under the supervision of an individual licensed by a state to 
engage in the practice of public accountancy and perform attest services, and this 
experience shall be verified. An applicant may be required to present work papers or 
other evidence substantiating that the applicant has met the requirements of this section 
and applicable regulations. 

(c) An individual who qualified for licensure by meeting the requirements of 
Section 5083 shall be deemed to have satisfied the requirements of this section. 
(d) The board shall adopt regulations to implement this section, including, but not limited 
to, a procedure for applicants under Section 5092 or Section 5093 to qualify under this 
section. 
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Practice Privilege TF Agenda Item IV 
October 5, 2004 

To Renata Sos, Chair 
Members, Practice Privilege Task Force Date September 27, 2004 

Telephone: 

Facsimile 
E-mail 

(916) 561-1788 
(916) 263-3674 
agranick@cba.ca.gov 

From 	 Aronna Granick 
Legislation/Regulation 

Subject: 	 Consideration of a Process to Address Changes in Reported Information 
That Occur During the Term of the Practice Privilege 

The Task Force has not yet considered any process to address changes in reported 
information that occur during the term of the practice privilege. These changes 
could be of two types: I) the occurrence of a significant event that could potentially 
be a disqualifying condition, or 2) changes of a less significant nature such as a 
change of address or phone number. 

To address these occurrences, the following process is provided for Task Force 
consideration: 

• 	 Practice Privilege holders would be required to report the occurrence of any 
change in the information reported on the notification form within 30 days of its 
occurrence. This is consistent with Item 12 under Qualification Requirements in 
the Draft Notification Form (Attachment 1 ). A regulation would be needed to 
establish this requirement. 

• 	 If the reported event constitutes a disqualifying condition, the Board would issue 
an administrative suspension and then proceed with its evaluation using the 
process approved by the Task Force at its September 9, 2004, meeting (see 
Attachment 2). 

• 	 If the reported event relates to any other item on the form, Board staff would 
simply update the information. 

• 	 Failure to report would be subject to citation and fine by the Board. (If the Task 
Force approves this procedure, staff would develop a recommendation 
regarding the fine amount.) Failure to report a disqualifying condition could also 
be grounds for discipline. If the Board chooses to adopt this policy, a regulation 
would be needed. 

Attachments 



STATE qF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 ARNOLD SCHWARZENEGGER, Governor 
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. Attachment 1 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA 


BUSINESS AND PROFESSIONS CODE SECTION XXXX: 


Name: 

Prior Names: 

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number 
(business hours): 

Fax Number 
(business hours): 

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

Date Of Birth: 

Social Security Number: 

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

QUALIFICATION REQUIREMENTS: 

1. 	 I am an individual. 

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

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

State/Jurisdiction: License Number: 	 Date Issued: 

4. 	 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 



b. 	 My individual qualificati'B'h§:krr~}:Z.~.~R.~e}l :g;~t~ri;ifil'l~iifBy NASBA to be substantially 
equivalent (NASBA file no:·:~~'."''~.:<:y;.;q.R;·;~'..:~~ '' 

''-.:' ~1: 
.••~ l 

0 c. I have cont~nu~lly pra~trt~~Gl p·u'BHC·accmunta'R'C~ras a certified tt~~~~ac,fou]!~~t"' 
under a valid license 1ssued by any state for 4 of the last 10 yerrs,,.,j £~.'. ~""'··~ f : 

I l ~ ........,_. 
5. 	 I understand that I may sign a report on an attest engagement under this privilege 

to practice only if I meet California's requirements to sign attest reports. 
".- L""'iC t4"'1"" r ,.~....,,· l'A-01'...:_;,).1 ~ ( ~~-.~~qif·"'· ,.-_, ' ... ' 

. . . ' 	 "' r·, i 7' ; ' c.:,' ' ~- .._j ! ··~3!vl :,_:.. ;~k -~ l,r1 / .~)' r.; .:: . . ;~ 
6. • v~ -;:; c, ·':I ?gr.§e·~o- a,b:id.~( ~IC,iVV~&~tjhei§~,~t.!JqtiP~U~~flll.i;P&·!JlleJ~F~fUr~-~h~~~Qfl:!if~~r:lia . ·' 

AccouP~!apoy 'ft..t?fr Ja8§~~~~~ ~Jl~W~~ei~~J:bG;q.d~ S,~ptip13 5QOQ. et S,.t§q., 
accessible at http:/;www.dca.ca.gov/cbafacnt_act.hfm) and the regulations 
thereunder (accessible at http://www.dca.ca.gov/cbalregs.htm). 

7. 	 I consent to the personal and subjeot matter jurisdiction of the California @oard of 
Accountancy (CBA) including, but not limited to, the following: 
a. 	 To suspend or revoke, without pr-ior notice or hearin§ am:Hn 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 investigation and'·pr6se'cutton; 
and "· r· ' · 

c. 	 To provide information relating to a practice privilege and/or refer any. 
additional and further discipline to the board of accountancy of aHQ'other st~te._ 
andior the SEC, PCAOB or other relevant re§ulatory autMorities. ·· ··' · .. ., ' 

8. 	 I agree to respond fully and completely to all inquiries by the CBA relating]6 rhy ,. : 
California practiee·privilege. ' ·· · · ,,,,. ;.' 

' 9. 	 I consenHott:u:~:fii;I~N;,,~ity.::~(;t~E?·.<?l~A:Jq> -y~r-!fythe_-~GGWt:§FY-·~..n~-trwthfulness 
of the informatioN pro\:riaecfH1 this notifibati'6ri. I c5n-sent t8 tffe.{fe'!elc:\~~ of 
all information relevant to the CBA's inquiries now or in the future qy: 
a. 	 Contacting other states; 
b. 	 Contacting the SEC, PCAOB or any other federal agency 1:/~.f.ar~,Which I. am. 

aufhofized to practice; and · 
e·. Contaoti!ilQ: NASBA , . 

10. 0 	 I am submitting this notice to the CBA at or before the ti~'~ I begin the pradic~ of 
public accountancy in California and understand2t~~~~ffils3 ~.nfii.P~\,~e.:;p~ivl!.~~le·~ ;..c. 

expires one year from the date of this notice or; OR 

sut·+>Jt·,r.. ·· ~ s 
0 I am an employee of a firm registered in California and am submitting this notice 

withir.htn ."; 1:.PaM~ t9f::P.e~Jiil@iJJ~".th@rPf;~§~S~1£?tJ?l:l,l?l~"'e9~g~g:~q~X ~~.Pa lifor~ia. 
undens:tand lttraHht.s~-pra¢!~e pnvtleg,e".exp1r~91-l~M r:n_p~th§J J~o~.tl:ie .pate of th1s 
notice. 

11. 	 I -rr:;n/e._met&he .contiRWiliJQ."e.GlwqatioJn ..r:eq.~i~E?)r:n..:e9t~.. ~f.!g0any,~t~is;s 7?:Cfam 

requirements for the state of my principle place. of bwsiness.. : 


12. In the el,(ent:t,~,a~ ~OY of the informatio,o_d~.-~bis,gp~ge changes, I will Pr9vi(:le the 
GBAwritten notice of'ilffi)l"'Sucl:r change within 30 days-of its· occurrence: 

13. 



ADDITIONAL INFORMATION: 

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

Other 
State/Jurisdiction: License Number: ___ Authority: 

Other 
State/Jurisdiction: License Number: ___ Authority: 

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

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

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

[j 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. 

0 4. I 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. 

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

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

Signature: Date: 

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

hold a valid practice privilege'" 

Privacy Statement: 

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for 

practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize the collection of this 

information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplete. 

Information provided may oe transferred to the Department of Justice, a District Attorney, a City Attorney, orto another 

governmental agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional 

duties, or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his 

or her file, except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of 

Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at 

2000 Evergreen Street, Suite 250, Sacramento, CA 95815, or by calling (916) 263-3680, regarding questions about this notice or 

access to records. 
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2000 EVERGREEN STREET. SUITE 250 


SACRAMENTO, CA 95815-3832 

TELlE'F.!.HbNEil(~,:fr){26·3Z3680' 

FACSIMILE: (916) 263-3675 
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ATTACHMENT X ., 
~t ; r ....... '" 


1. 	 If yl3u ·chebk'ed iferns'\1, 2, o(3 urielera·C:Jditiona'l'lnform-aticrm, please provide exptar;~atory 
detaifs: · ~..... " 

::-l ·, 'i '. y·~ , 

' ,, 
~ ..... 

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

Date of Judgment/ Juriselibtion 

Arbitration Award: /Court: Docket-No: 


~ .. ' 

',\' 

.~:~~i'()e ~n1 r;•r.· 

,, . 
''*'"tl'. 

\ ' 

'• 
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Practice Privilege TF Agenda Item I 
October 5, 2004 

DRAFT 
PRACTICE PRIVILEGE TASK FORCE 


MINUTES OF THE MEETII\JG 

September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present at this meeting. 

Task Force Members: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz 
lan Thomas (Absent) 

Staff and Legal Counsel 
Mary Crocker, Assistant Executive Officer 
Patti Franz, Licensing Manager 
Michael Granen, Deputy Attorney General 
Aronna Granick, Legislation/Regulations Coordinator 
Bob MiHer, Legal Counsel 
Greg Newington, Chief, Enforcement Program 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Board Member 
Michael Duffey, Ernst and Young LLP 
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After discussion, it was moved by Ms. Hillebrand that the following procedure be 
recommended to the Board to address the payment issues under discussion: at 
such time as it is determined that payment is not received, is late, or that the 
check was dishonored, and that this is not the result of an administrative error, 
the Board shall issue an administrative suspension and a fine. The 
administrative suspension would remain in effect until the problem was cured. If 
it is not cured, the administrative suspension would remain in effect until the 
expiration of the practice privilege. A dishonored check would be a disqualifying 
condition and cause the person to not automatically receive a practice privilege 
the next time. In addition, staff would be directed to develop a recommendation 
related to fine amounts and conditions with a range of fines for repeat 
occurrences. Mr. Newington reiterated his concern that establishing a new 
disqualifying condition would generate additional work for Enforcement Program 
staff. Ms. Hillebrand amended· her motion to remove the proposed disqualifying 
condition. The amended motion was seconded by Ms. Flowers and unanimously 
carried. 

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

Mr. Newington reported on a recommended procedure for determining how the 
disqualifying conditions listed in Section 5096(g) should be applied to denial of the 
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying 
conditions related primarily to convictions and license discipline should parallel the 
guidelines currently employed by Licensing Program staff when reviewing applications 
for licensure. 

With regarded to disqualifying conditions related primarily to pending investigations and 
civtl judgments, he recommended that practice privileges should not be granted without 
a thorough review by Enforcement Program staff. He further recommended that if there 
is a pending investigation and the outcome of the investigation will not be known for 
some time, a practice privilege should not be granted and the person should be 
encouraged to apply for licensure. It was the consensus of the Task Force. to 
recommend to the Board that staff proceed as outlined in Mr. NewingtonJs memo 
(Attachment 3). · 

VIII. Consideration of What, If Any, Additional Disqualifying Conditions Should be 
Specified by Regulations. 

Mr. Newington reported that review by Enforcement Program staff did not identify any 
additional disqualifying conditions that should be adopted by the Board in regulations. 
He noted that there was a proposal that there be a disqualifying condition related to 
unpaid fees, but the Task Force did not adopt this proposal. 

9 
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State ,of California California .Board ofAccountancy .... 
'Department of Consumer Affairs Attachment 3 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 

Memorandum 


Practice Privilege TF Agenda Item Vll. 
September 9, 2004 

To Practice Privilege Task Force 
·soard Members 

From ~.~~
Chief, Enforcement Division · 

Board Agenda Item Vll!.F.8. 
September 1 0, 2004 

Date : August 24, 2004 

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

Subject: 

 
Consideration of the Standards and Processfor Determining How the 
"Disqualifying Conditions" May Result in Denial of the Practice Privilege 

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

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

Section 5096(g)(2)-- Paraaraphs (A) and {8) 
(g) (2) Disquaiifying 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. 

Genera!iy the presence of any of the conditions llsted 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 re 1 ationship 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 inclticiEFrevocation 
of a Texas epP:,;cenfflcate for ·taliLire to renew the license timely. 

Evaluation gurdelf-tfes should be-established that will allow licensing staff to identify 
and pass (allow practice privilege) on convictions having no relationshjp with the: 
practice of public accountancy, misdemeanor convictions o:..rer 1·0 years dl'd;' ari;2f 
license sanctions in other jurisdictions caused py administrative ·procedural actions· 
versus discipline for unprofessional conduct. The Boarars":licensiri~fstaff·curreFitly 
employ similar guidelines in their evaluation of applicants for licensure and that 
system is operating smoothly. Situations invojving disqyalify' g q~nditions that faiJ 
outside these:'guid~lrne~ 5H'6illTetbe refe!T~~cHO'tf\·e::;:nfo're~ftf .. -t)'ivlsi!tin~"lvhere a 
review will be~ci:'ofi;cfu·ete'&F1ic{defekm'irfi:l'if3fl9eirenis::a ··fae!l!Mil B€h31s tO Cieri~ practice 
under a practice privilege, or actu~l California licensure, pursuant to Business and 
Professions Code Section ~80 (Grounds for Denial). 

""' ""'I '"'>I' ~f:", -;::· <h .- t ~ , .... '""-. ""- ~ .;> t· t 

Sectiort-5996(gM2~ ~Pafaaraobs(C) and-{D) 
(h}'"(2J '0isqUalifYih~(cbriditiohs inClude~ · · . · · · · · .. · 

. (.G) Perl'a·encY of any~investigafi~in,.'inq8il)' or proc,eeding by~ er·befBre af-ly 
-stafe federal or lmca:l-coi:Jrt-:or eg·e·ncy· ~·irJdL:Jaing but hot !Hi;it@d:H~ the 

I , ~~ .} , • f J . , , "\ );-i t • 1 ,

Pu!§lie·csmpan.y -A:ecd'GJ nting'IG~Jer::STgFit &oars, e:; Hv61vin'91¥n~e' ~rofess1r&n1;l·r 
conduct of the individual. : ....,,..,., -'~.v: 

(D) Any ju~gment or arbitration award against the individual invol~ing the 
·pfofe·ssiG'§al •eoffild'tiist=dir '€he rFI'Bivi d®al'''irFlf-ief ·am6unFof'thfiffif''tfl6usiarliEI:-- · 
a&llars :($80\GrQD)'idf:§f:eater.~ '.~ ·' "- .. c.~;":··e· · ..... , .. ,.. •,<'< • ~ ., 

,:'·"T ... ! " 15!-"" ~ "0 ~ · h "f. -3 ": \~: 2 .......~. ; .... ~,r· ,.----s ;[:~·c .. ';.: ...... - _.,., ... .., 
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S096(gJwi:U~indicatent:ie:r pdissil:lHity of se·rious·,~Wol:a:tie:As'"Gtuh~fro1es-sfc:mal'~c0~ch:ict,' 
and practice rights via the practice privilege option sh'oikl1<tl hot o~fgfaflted witl10ut ·· 
thorough review by Enforcement Division personnel. This review may require 
investigative action or inquiry to obtahB atl:adequa±eJ.U:raaetfS:tan.dln@~!f~tl:\e .fad1!s~ar:1d 
issues underlying the disqualifying condition:ant:J-.:n~V\Ffho1s'etfacls rwtBilliCFfltTnte the 
criteria refereri'oe1G;l:l~f.it·Boshle's5(1altfG'i ~rofessr'GJTit'sj ®oei·e; S9Gtfe'ni"4S~Q~Vll'n:'many cases, 
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Practice rights via practice privileg.e·should:!Jn:Jyt!Je:~:gJra!1lteGI=if En'fofeement Division 
personnel· are able to obtain an understanding of the facts sufficient to conclude 
there(..:is n-o ·f~ctua'Jb~sis:to deny ptactioe1Undet ffilisir1ess"'amd IPrG>fessiot:Js Coale·::: .. 
S.e:cti:om 48tJ;~':rme'Bmard~wll·l :need :to determine ;jf this· is-an'~appr:opriate~l:Jse of· 
enfordetnemt re·sduf-oes::·.~··:·..-· ~~:;~-· · .t>c t: ... · ···. ~:··k· ·'·~~y "'1 ·V~rc.··1:.;~- !:::­

• ' • 1',-(,.,t" ... 1'..,1"'_1 : ·~ ;,., { ••••, .. , ,., ...~ ( .... ~, ' ' ~--~;''" .... ..,. • • ' 

\ICBA·t.ISE:Rimicliete\OOC:S\MICH~IAL'PROdECTSIPRAC PRIVTASK·F0RCE\VIf EVALUATE: OISQ QUAI.:;IFICATIONS.dac. . 
• ¥ '"'""'' ·~. ,,._,. ...,. 



Practice Privilege Task Force 
August 24, 2004· 
Page 3 

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

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

Evaluation guidelines will depend on the specific disqualifying conditions adopted 
by the Board in regulation. 

GPN 
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Proposed Section 5096( o) 

(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 ofthirty thousand 
dollars ($30,000) or greater. 

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

of the conditions listed in subparagraph (8) of paragraph (2) from being 
disqualifying conditions under this subdivision. 

ATTACHMENT 1 




(
Proposed Section 5096.2(a) 

(a) P·raelfc-e ·~~rivile£:Jes may::l:}e denied·ferfatlure:rto qualtfy un·deroiicihlmpJy with 
the· provlsisri~- 0f ~this artrcle: or'irnprementing r-egwlations·l cor:_:for :a!'1ly·acfthat if 
co'FhmitteeJEoy·'aJ9'· appllcanffor iicens;unnN?::iM~ 99- grburids'f'Or:den'i:al:tf.f a : 
license under Section 480 or if committed by a licensee woOIUlebe:'gf.GUrlds for 
discipline under Section 51 DO! or for any act~-:Gdmmitted outside· of tf:1is·.'Sta.te 
that would be a\iiolatien if cmrrtmitted Withlm this' state. 

ATIACHMENT2 




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 invol'(ing dishonesty, fraud or deceit with the intent to 
substantially benefit himself or another, or substantially injure another; or 

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

(b) Notwithstanding any 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 Linder subdivision (a) of Section 482. 

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

ATTACHMENT 3 




State of California California Board of Accountancy 
., Department of Consumer Affairs 

2000 Evergreen Street, Suite 250 
Attachment 4 Sacramento, CA 95815-3832 

Memorandum 
Practice Privilege TF Agenda Item V 
October 5, 2004 

To Renata Sos, Chair 
Members, Practice Privilege Task Force 

From 	 Aronna Granick iL. '"-" /
Legislation/Reg~Jti;-s'~tor 

Date September 27, 2004 

Telephone: 
Facsimile 
E-mail 

{916) 561-1788 
{916) 263-367 4 
a gran ick@ cba.ca.gov 

Subject: 	 Consideration of Whether it Should be a Disqualifying Condition to Have an 
Unpaid Fine Related to Practice Privileges 

This agenda item presents for Task Force discussion and action the question of 
whether it should be a disqualifying condition to have an unpaid fine related to 
practice privileges. If the Task Force concludes that it should be a disqualifying 
condition, it would need to be established as a regulation. 

This question came to light based on discussions at the September 9, 2004, 
meeting. At that meeting, the Task Force discussed issuing fines for failure to 
comply with practice privilege requirements. The Task Force concluded that fines 
should be issued related to failure to provide notice within the "safe harbor'' period 
and failure to pay the practice privilege fee timely. As the Task Force continues its 
discussion, other items may be identified where issuance of a fine is deemed an 
appropriate penalty. At its September 9, 2004, meeting the Task Force also 
adopted a motion to clarify that it is a disqualifying condition 1o have an unresolved 
administrative suspension. Based on these discussions, the question has been 
raised whether it should be a disqualifying condition to have an unpaid fine as well. 

For background on previous Task Force actions, please see pages 5-10 of the 
minutes of the September 9, 2004, meeting. 



Ststs of California California Board of Accountancy .. ..
Department of Consumer Affairs 

2000 Evergreen Street, Suite 250 
Attachment 5 Sacramento, CA 95815-3832 

Memorandum 
Practice Privilege TF Agenda Item VI 
October 5, 2004 

To Renata Sos, Chair 
Members, Practice Privilege Task Force 

From 	 Aronna Granick ~ I 
Legislation/Regulatio~ Coo rd.in-;;r 

Date September 27, 2004 

Telephone: 
Facsimile 
E-mail . 

(916) 561-1788 
(916) 263-3674 
agranick@cba.ca.gov 

Subject: 	 Update onTask Force Actions Related to When an Out-of-State CPA 
Needs to Apply for a California License Rather than Requesting a Practice Privilege. 

This memo provides an update on Task Force and Board actions to date which 
relate to when an out-of-state CPA needs to apply for a California license rather 
than requesting a practice privilege. · 

Currently, three circumstances have been identified in which an out-of-state CPA 
would need ·to seek a California license rather than a practice privilege in order to 
practice in California: 

I) The individual wants to establish his or her principal place of business in 
California [Business and Professions Code Section 5096(a)]. 

2) The individual wants to provide services from an office in this state and is not 
an employee of a California-registered firm [Business and Professions Code 
Section 5096(e)(3).] 

3) The individual is the subject of a pending investigation in which the outcome is 
not likely to be known for some time. This reflects the action of the Practice 
Privilege Task Force at its meeting of September 9, 2004, based on a 
recommendation of Gregory Newington, Enforcement Division Chief. 

As background for your consideration of this agenda item, Business and 
Professions Code Section 5096 and excerpts from the September 9, 2004, minutes 
are provided as Attachments I and 2. 

Attachments 



' . Attachment 1 

Article 5.1. Practice Privileges 
Section 5096. 

(a) An individual whose principal place of business is not in this state and who has a 
valid and current license, certificate or permitto 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 1

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

(b) The board may designate states as substantially equivalent under paragraph (2) of 
subdivision (a) and may accept individual qualification evaluations or appraisals 
conducted by designated entities, as satisfying the requirements of paragraph (3) of 
subdivision (a). 

(c) To obtain a practice privilege under this section, an individual who meets the 
requirements of subdivision (a), shall do the following: 
(1) In the manner prescribed by board regulation, notify the board of the individual's 
intent to practice. 
(2) Pay a fee as provided in Article 8 (commencing with Section 5130). 

(d) Except as otherwise provided by this article or by board regulation, the practice 
privilege commences when the individual notifies the board, provided the fee is received 
by the board within 30 days of that date. The board shall permit the notification to be 
provided electronically. 

(e) An individual who holds a practice privilege under this article: 
(1) Is subject to the personal and subject matter jurisdiction and disciplinary authority of 
the board and the courts of this state. 
(2) Shall comply with the provisions of this chapter, board regulations, and other laws, 
regulations, and professional standards applicable to the practice of public accountancy 
by the licensees of this state and to any other laws and regulations applicable to 
individuals practicing under practice privileges in this state except the individual is 
deemed, solely for the purpose of this article, to have met the continuing education 
requirements and ethics examination requirements of this state when such individual 
has met the examination and continuing education requirements of the state in which 
the individual holds the valid license, certificate, or permit on which the substantial 
equivalency is based. 



,.,. ' 1 

(3) Shall not provide public accountancy services in this state from any office located iii , 
this state, except as an employee of a firm registered in this state. This paragraph does 
not app'lifo puolid a6cuuntahcyservices provitled'to a client ·at the client's pl'fme of· 
business dr-re's'iaefi·ae~c·:.:' ' . · · -::,n: f: · -~ ·: • J ~'. · , ... ~.. , 

(4). fs~e~m)~~~~oEh~~etsa:~~~ir'ted-tnE:He'gl!1latory.,a§ency ,of<-tha·state\'xfuat is·st~edlthe . '· : 
indlvk.luaJ~·osFfifio~ll~{ 'lil§e~·s~e~, dr 'p~ef.mit ·tilpe1f.lr'WnicH :substantia:I;~<G!l11ivalenoy is :basetflas · 
the indivigu'iH·~':ligj'~nflbrilfWhe'rH;:hG'tices,,(sWb>p>G>e'A1as O~iofhe~r p'roc~ss may IDe se•tve:uJ,:irrf;. · 
any acti6H'"o(pf:0·o~t"eaing!lJ)dt:\e bBaftfagairfst~Hef'ihaiViaua!l~.; I • ' :"" 

(5) ShaiFcob'perate·witFI-·anjroeart:l investigatiorfl or irr~uiry arsroksm·alhtimely'r.espond~tcYa ... 
board investigation, inquiry, request, notice, demand or subpoena for information or 
documents ahd timely provide to the ooard tme identified information and documents. 

1:"~ ~. ~ i • • ;' \ ' ~ \ " ', '" . ! / ,, • 

(f) A practice· pnvilege e~pii:es bne~ye'aflft.bnVfne:aate ofthe•m.t:>tice, ~;;~nless,a ·shorter·, 
perio&.•is·setby l:i6ard···regtlla't!idf.l. 1 •• .~> ,f 'i"'(~ ~ , ·• ··-'": ,,.,,._1 < • ,• 

\ .~ ·.'\:···;.:.. ::~ .d~~~~· 1/i";~l,'f~·dt~/.: .l ,~ ·fh"-•''1 .::· ;!.~l~\-,..';·•,...::J·,,.~~ 

(g) (1) No individual may practice under a practicetp:riMile:ge:..witho:rit~~p.rio:napp:r0val of· the,, 
board if the individual has, or acquires at any time during the term of the practice 
privi l~ge, .'any 'clis<ql~'a11ify(ng •dot:Y~itioA t1rider ~paragr:aphl (21 ~of ':th.is~~sl!l b:cl iV.is'lera';;- ... '. 
(2) Disgualif~lri·g':Cohaitions7iH51Udef" "·' .. : \,,I ,., ,. ,, r;::;C''' ,,,,.,,11• ' ! ,. ~l 

(A) CoriVioilon -of. a.ny erfme ·61!her thaA ·a m'inor traffic violatiarhi , . d. ~~~ • ,, • 

(B) Revocation, suspension, denial, surrender or ot,her discipline or sanctions,;invG:IMing :-'· 
any license, permit, registration, certificate or other authority to practice any profession 
in this or any ott:ler ·state ·or f0:r:eign ·country br :to practic.e befo.re,any.state:, ,ft3.Eianalpor, 
local court or agency, or the Public C0:rnipan')i~Ccot!.inting·~Oversight'Boatd. ~o ainsr-ri(}~t, 1 

(C) Perideno~\0''rany1fn've's:Ngati0rt{ idqCiil¥ii?fr1pr'O:Q~tem:im@:'ib)V, ·o~:b:eJhr.e~am¥,sta1e,;tf:e:GJerral 
or local court or agency, including, but not limited to, the Public Company Acc:a>:urntim:g:r · 
Oversight Board, inv6!\?ih~ ttfS''ipp,{ffessi·ojj~TaiPco'm~1!fc't~~Hthle,;individhal)i.\1 ,.:\,,~ h' 

(D) Any judgment or arbitration award against the individual involving the professional 
conduct 'of.frrerihdi\\i.id'iJEf[~iASfhe' artiol:lh'f'of thirty'th1mJ'sarm:lldalletr.s·t~$.8@\10.0.Glj:fo~r ..greate;~t=~; 
(E)· Any :dfh&f· condition~ ·as"specified b)' the 'board im ·reig~L~Iatio·hn··,,,~hu -~'"-:;::·'· "'~ .. ·· ,. 
(3) The 'bO'af.cf ma~?aoiDp>ftregtJiatio'ns'ex'empting specified (riJ::Iil'lor occmtten'ces,af ·the 
conditions listed in subparagraph (B) of paragraph (2) from being discjLJa:l<ify:irrg..­
conditions under this subdivision . 

.,,, 

.-. ' (' !';.t'J" J ••• 
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STATE SF qAUFORNIA- ST!UE AND' OONSUMER SER'ii':ICES AGENCY ARNOL.O SCHWARZENEGGER;; Go1$mor 

CALiFORNIA BOARD OF ACCOUNTANCY Attachment 220flt:l' EVERGRS'EN STRE8\r, SUITE250 

SAORAMENT.O; c:A 95B15-28a2 

TELEPHONE; t~16).263-a68G 

FAC.SIMILE:, (916)'263-3615 


WEB :ADDRESS; htfp:llwww.daa.ca,govlcba 


Practice Privilege TF Agenda Item I 
October 5, 2004 

DRAFT 
PRACTICE PRIVILEGE TASK FORCE 


MINUTES OF THE MEETING 

September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present at this meeting. 

Task Force Members: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas line 
Harold Schultz 
lan Thomas (Absent) 

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 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Board Member 
Michael Duffey, Ernst and Young LLP 

1 
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·. ~~~fter discussion, it was movec:M:ry,Ms~~Hnlelliand=rthat tne following procedure be 
recommended to the Board to address the payment issues under discussion: at 
such timf!·as;lt'i!ii c;le~~r;h:~J~-'J1,1tl}~~payment is not received, is late, or that the 
check was dishonorea;lt~fnCI tlilat>this is not the result of an administrative error, 
the Board shall issue an administrative suspension and a fine. The 
adminisfra~i~e! suspension would remain in effect until the problem was cured. If 
it is.no~ cured, the ad":lini§t~A ~~f~~~,i~~\W:§YI~:r-1fW~~9i~.:P effect ~ntil th~ . 
exp1rat1on of the pract1ce pn . g .:li~~A~•::?.I1l~a.or~d·r:.he.QK,Vould be a d1squahfy1ng 
condition and cause the perso'n to~~fS:~tp~,~~i~a.1'1y rec~ive a practice privilege 1
the next time. In addition, staff would be di'r~cted ·to develop a recommendation 
related to fine amounts and conditio~~$ ,With.~ .·range of fines for repeat

.. ""' <'·' '' \ ... 3 • ..tl .•••.,,.· 

occurrences. Mr. Newington reitea;~ted, his c,pncerq.J!;lat establishing a new 
"'""'·-&-......_~ •~~.._.;. , t .. ;·\ +~·· ~ ~ ;. '·.""-"";:<;(!,I

disqualifying condition would generate additional work for Enforcement Program 
staff. Ms. Hillebrand amended·her motion to remove the proposed disqualifying 
condition. The amended motion was seconded by Ms. Flowers and.unanimottsly 
carried. · · · ···· 

•• • • l :~1 ··t~~-J:~n·~·~ ~:t1~ ., ·,.~·~~"·.~~\·~,., (;·~{'·;, rl,:.J~.--. ~ i.'-< , ( :·· .• ,.~ .. w 

VII. ConsJaar:atiofl PlfJbl~)?,tgn~El:rfii~l~!il,q,lPF:99~9..s tw ·oe,term\pi~;Q, l:Jp:W JJ:.i~t~PJs"gyal(fY,in;g,. ·: 
Conditions" May Result ir.J,.Denial of .the ~~~9fjqe·:~fivU~,Qe;.,~:" ·: '~~,, ~r~'"''~·~'' ~;:.;:·, ~~ ,, ~~ 

Mr. Newington reported on a recommended procedure for determining 
disqualifying conditions listed in Section 5096(g) should be applied r 
practice privilege (see Attachment 3). He recommended that guidefines'f1 

conditions related primarily to convictions and license discipline should par 
guidelines currently employed by Licensing Program staff when reviewing a:p . . ;If. . 
for licensure. r::ot\~~ !FH-rw;r· 

' 1 ,. 
_,; .:•:"" 

With regarded to disqualifying conditions related primarily to pending- ihV~~{igtfHtfR~t~hcfl;:' · 
civil judgments, he recommended that practice privileges should not be granted without . 
a thorough review by Enforcement Program staft Ji}?·-f!Jr!Q-~r.E~ .n.'}\:\~J3~'~§~f~:~t~li:1FJ~:~~;.t: 
is a pending investigation and the outcome of the ihvesti~a~.i9'fC "''""'6~;1:kn6wrl'~9:r r. · 
some time, a practice pri~ilege should not be g~~g~~~~~:~n9.fft;1~ .... ~~ ,. · ~~-l9cf?e,~. '... ... \ . 
encouraged to apply for ltcensure. lt.,¥'{~.1lF,;~,I:t,7:~~do~.~!P~~~.,~f.~b·~ I.".....,"'.:k ~tA~~~_o:, ), ·. 
recommend to the Board that staff proceed as outlined 111 Mt~ ~~.Yif!IJ~~~h'·s~~·~·rrro 
(Attachment 3}. ~·~· ....,(,.... ..,,,,Jt,..: · ·::· · 

~ · !"("'rr:J~~:- "' .... 

Mr. Newington reported that review by Enforcement Program staff did not idem · 
additional disqualifying conditions that should be adopted 9Y.~he !?oar:9~ih f.sg 
He noted that there was a proposal that there be a disqualifyl'f1'g 6ofi8ftiofl~f~l8:t' 
unpaid fees, but the Task Force did ,not~dopt th~i~ Pf-9PQSq!~ ."' 

.. /.. 

,, 
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, State of California California Board of Accountancy
Dept!!rtment of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Board Agenda Item VIILF.3.a 
November 19, 2004 

To 	 lan Thomas, President 

Members, California Board of Accountancy 

From 	 Aronna Granick ~if-<-o---./~

Legislation/Regulatic~ns. C~ordinator 


Date November 5, 2004 


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

Subject: 	 Recommendation Regarding a Process to Address Changes in Reported 

Information That Occur During the Term of the Practice privilege 


At its meeting of October 5, 2004, the Practice Privilege Task Force considered 
changes in the information reported in the notification that occur during the term of 
the practice privilege. These changes could be of two types: 1) the occurrence of a 
significant event that could potentially be a disqualifying condition, or 2) changes of 
a less significant nature such as a change of address or phone number. 

To address these occurrences, the Task Force recommends the Board adopt the 
following procedure: 

• 	 Practice Privilege holders would be required to report the occurrence of any 
change in the information reported on the notification form within 30 days. This 
is consistent with Item 12 under Qualification Requirements in the Draft 
Notification' Form (Attachment 1) and with the draft regulations under 
development. 

• 	 If the reported event constitutes a disqualifying condition, the Board would issue 
an administrative suspension and then proceed with its evaluation using the 
process approved by the Task Force at its September 9, 2004, meeting (see 
Attachment 2). 

• 	 If the reported event relates to any other item on the form, Board staff would 
simply update the information. 

• 	 Failure to report would be subject to a fine by the Board. Failure to report a 
disqualifying condition could also be grounds for discipline. (Draft regulations 
under development are consistent with this procedure.) 

Attachments 
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CALIFORNJA BOARD OF ACCOUNTANCY Attachment 1 
2009 EVERGREeN S'!RE~T, SU1TE.251D 


SACRAMENTO, CA 958'15-'3832 

TEtEPH0NE: {916) 26'3.-3680 


FAGSLM.I LE: (91:6)' 263-3&7£, 

WEB ADDRESS; hitp;fl:www.daa.ca:gov/cba 


Practice Privilege TF Aaenda Item IV. 
November 18.2004 

Board Agenda Item VIII.F.4.c. 
November 19, 2004 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO 


CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096: 


Name: Prior Name(s): -------------- ­

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number Fax Number Business 
(business hours)~ {bus·iness hours): E-mail: 

Date Of Birth: ___!___!_____ Social Security Number: ----------- ­

QUALIFICATION REQUIREMENTS: 

1. I am an individual. 

My principal place of business is not in California and I do not have an office in California 
other than through a firm that is registered in California and of which I am an employee or 
I have a pending application for licensure in California under Sections 5087 and 5088. 

3. I am qualifying for Practice Privilege based on my valid license to practice public 
accountancy in the following state: 

State: License Number: -----­ Date Issued: ------------­
4. C a. The state of licensure identified in item 3 is deemed substantially equivalent by the 

California Board of Accountancy (see Appendix 1 for list of substantially equivalent 
states); OR 

C b. My individual qualifications have been determined by NASBA to be substantially 
equivalent (NASBA file no. ; OR 

C c. I have continually practiced public accountancy as a certified public accountant under a 
valid license issued by any state for 4 of the last 10 years. 

5. I understand that I may sign a report on an attest engagement under this privilege to 
practice only if 1have at least 500 hours of experience in attest services. 

6. I agree to abide by the laws of the State of California, including the California 
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at 
http://www.dca.ca.gov/cbalacnt_act.htm) and the regulations thereunder (accessible at 
http://www. dca. ca.gov!cbalregs. htm). 



7. 	 I qonsent to the personal and su!Jje . -of tl:le California Board of 
Accountancy (CBA) including, but n ~Wing: 

: .:a. To suspend or revoke, without prior·i'lotidei·e:r.lneanfn~,and in the sole discretiQJl,Q.f 
"' CBA or its representatives, tfieH:>ri~il~ge'\tctprl:fetlse"pUh>lic-accounting; : "'"')) 

b. 	 To imppse discipline for any violation of the California Accountancy Act or regulef:ti1 

t~)3ret!rr{det--arid- r:ecever costs .for inv~sti&J§:ij.cm ·an¢~§>.t@$equJion; and 
c. 	 To ptbVid~:irir6rm'atl·oh relating to a practice prl~~~~~aildhor,refer any additional and 

fur:the[J. · · ntancy ot ~ny other state and/or the SEC, 
PCAO'' , 'f11~itf~IS.T14~~M:?:;Rt)l ·]r/ ,~ v .:-.-·r 

\ 
tti~iJ()~.:-')A ""':~ 	 · ~ ··.~ 

8. 	 I agree to re·sponoUflilliY,Yar;J:d~c!lPr::!ilml e.._§lqgy f . r~l~!tQ9~Jp my 
California practice privilege, including after the expiratian-o t 1s privilege. ' 

9. 	 I ctmsent to the autherity of the GBA2kPverffy tneraccuracy and truthfulness of the 
information provided in this notification. I consent to the release of all information 
relevant to the--GBA!s inquiries now or in the future by: 
a. 	 Contacting other states; 
b. 	 Contacting the_~~C, PCAOB or any other federal agency before which I am 

authorized to· practice; and 
c. 	 Contacting NASBA. .. 	 ' ., 

10. 	 I am submitting this notice to the OBA:­

D 	 at or before the time I begin the prcactiGe·of;publio;apc.ountancy in California; OR 

D 	 within five business days of beginning the practice of public acCOtJijl~~~l?¥ -~Iii G,a1Jf<;>,r;.ni
1
9;-0il __ .. 

_!_/_. My reason(s) for not providing notice on or before that date: ~ · · · · .. 

11. 

· :·· r. .,, .:;· 1 <"-~ 	 • i.~}-,:;t.~-<)'11 ,-)~tf~\: ;rlr ·· )..:1~~d(l '"i'>f=~~i:.f"··~l ~ );,·· ,f"l.r; t"t.t'·~,. i:,·~· ,r ~ 

12. 	 In the event that any of the information in this notice ~M~mg.r.~~vhvM!II r;wov.i:Oe :th~:C)BA: 
written notice of any suc~_,yh~{lg~ ,within 30 days of its occurrence: · 

., .I 	 , t' 

13. 	 lam conpurr~f'ltJX ~-Hbmi~ing, the fee -~f ~100.00. _1 
DlSQUALIFYING-·eof:IBI~\;IdN~s!~''''; -~ 

-I"' .• 

Please check any of ~p,~,;i~~o;l~)?~h~WJ tha~,t!8R!Y· fo~ c:.ny checked items in (1)-(6), you mu§t provide additional 
information as requestei:J JF(lftriic11ment Xarlcl yclt.Hmfnoftfull:l"EJ'iizetl'tc5'ffJftapticeMrreaJitarnia·.lJinless and 
untii you receive notice from the CBA that the privilege hfSYWeen.granteifl~r ~"' 'r"«ci. • ;I" 

D 1. 	 1·h~~e be~n convfcted of a C:tlhfrei dther ttran;a>miher rrEtf:fiG vi'dlatien: .:. 
" '.t"t~:;;~:. 	 ···~ ', ~ ..... € .,' '-.::~4. . .,.., ;, - ... -· ,... ...... ' 

4 ~~· ..... ~ ' 	 .........~ -,~ (j V ..~, \.i' -:.r}.:;;...k! lilB VC [)f~b~-':f,, ..:.~J. ··~. •


D 2. 	 I hfiM.~,.b~R1a 1lc,em~.€l,.. r · ·on," perrnit or authority to practice a professfoR · , 
surrenoere8, 'aflot~~2' '" ~!h~.V,?Ifga; or: offlei~js~·tJiseiplitred o·r:•san·ctidnecl except 
for the foHowing6td6urrences: · ' , · · · ·; 

(A) 	 an aci:ieh ID)i·a: state, fedeM:I, orl0cahe,genqy.qr court ofJhe~P9f.P~ ip which th~ only 
· ' sar:lctiGr'i wa:s :a·'firie -of lessthstn·$·,-,' · ),, -~r;.!a :r:equir,er:nepUI:J?..t-tbe J~diyid!ial complete 

· ~""''specifiec:f'd0ntirrruing eduGatio..r.t;co,urses;. .,. , . ,,. .,"V·\·~, : ":"·~ · , _ · 

(B) 	the revoo~tion of a licens~ or"other a~thority ~C? ,P,r~~~l~.;~~~~ .~:<i:~urft~PBY· ot:~~r 
than the license upon wh1ch the pract1ce priVIlege 1s based, solely Because of failure 
to complete continuing education or failure to renew. 
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-----

-----

-------

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. 

'l 4. 	 I have an unresolved administrative suspension or an unpaid fine related to a prior 
California practice privilege. 

[] 5. 	 I did not respond to a request for information from the Board related to a prior practice 
privilege. 

D 6. 	 I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct. 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: 	 License Number: ______ Other Authority: 

State: 	 License Number: ------ Other Authority: 

I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. 0 Yes 0 No 

-I am an associated person of a firm registered with the PCAOB. 0 Yes D No 

My office where I have my principal place of business undergoes peer review. D Yes C No 

The state of licensure Identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement. [] Yes 0 No 

--~-~---=--~~~~--~~-:' understand that any misrepresentation or omission in 
.;onnection with this notification is cause for termination of my practice P.rivilege in California. Further 
I authorize the California Board of Accountancy to act accordingly, including notifying other. state or 
federal authorities. I certify under penalty of perjury under the laws of the state of California that the 
foregoing information is true and correct. 

Signature: 	 Date: 

Your privilege to practice commences with the submission of your completed notification and your fee. 

Your privilege expires one-year from the date of this notice. 
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TATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: {916) 263-3680 

FACSIMILE: {916} 263-3675 


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


----- ------

ATTACHMENT X 


I. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details: 

2. If you checked item 6 under disqualifying conditions, please also provide: 

Date of Judgment/ 

Arbitration Award: Jurisdiction/Court: Docket No: 
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ST~TE 0F CALIFORNIA- STATE AND CONSUMER SERV16ES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY Attachment 22000 BIERGREEN STREET, SUITE 250 

SACRAMENTO, CA 9581&-3882 

TELEPHONE~ (916). 263-3680 

FACSIMILE: (S16)' 263-3675 


WEB ADDRESS: http:llwww~dca.ca.govtcba 


Practice Privilege TF Agenda Item I 
October 5, 2004 

DRAFT 
PRACTICE PRIVILEGE TASK FORCE 


MINUTES OF THE MEETING 

September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present at this meeting. 

Task Force Members: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz 
lan Thomas (Absent) 

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 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Board Member 
Michael Duffey, Ernst and Young LLP 

1 




After discussion, it was moved by Ms. Hillebrand that the following procedure be 
recommended to the Board to address the payment issues under discussion: at 
such time as it is determined that payment is not received, is late, or that the 
check was dishonored, and that this is not the result of an administrative error, 
the Board shall issue an administrative suspension and a fine. The 
administrative suspension would remain in effect until the problem was cured. If 
it is not cured, the administrative suspension would remairi in effect until the 
expiration of the practice privilege. A dishonored check would be a disqualifying 
condition and cause the person to not automatically receive a practice privilege 
the next time. In addition, staff would be directed to develop a recommendation 
related to fine amounts and conditions with a range of fines for repeat 
occurrences. Mr. Newington reiterated his concern that establishing a new 
disqualifying condition would generate additional work for Enforcement Program 
staff. Ms. Hillebrand amended·her motion to remove the proposed disqualifying 
condition. The amended motion was seconded by Ms. Flowers and unanimously 
carried. 

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

Mr. Newington reported on a recommended procedure for determining how the 
disqualifying conditions listed in Section 5096(g) should be applied to denial of the 
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying 
conditions related primarily' to convictions and license discipline should parallel the 
guidelines currently employed by Licensing Program staff when reviewing applications 
ior licensure. 

With regarded to disqualifying conditions related primarily to pending investigations and 
civtl judgments, he recommended that practice privileges should not be granted without 
a thorough review by Enforcement Program staff. He further recommended ihat if there 
is a pending investigation and the outcome of the investigation will not be known for 
some time, a practice privilege should not be granted and the person should be 
encouraged to apply for licensure. It was the consensus of the Task Force to 
recommend to the Board that staff proceed as outlined in Mr. Newington's memo 
(Attachment 3). 

VIII. Consideration of What, If Any, Additional Disqualifying Conditions Should be 

Specified by Regulations. 


Mr. Newington reported that review by Enforcement Program staff did not identify any 
additional disqualifying conditions that should be adopted by the Board in regulations. 
He noted that there was a proposal that there be a disqualifying condition related to 
unpaid fees, but the Task Force did not adopt this proposal. 

9 




· . State of California California Board of Accountancy 
· - Department of Consumer Affairs. Attachment 3 2000 Evergre.en Street, Suite 250 

Sacramento, CA 95815-3832 

M e m o r a n d u. m 


­

Practice Privilege TF Agenda Item VII. 
September 9, 2004 

To Practice Privilege Task Force 
·Board Members 

k 	 f-A -;jt::: 
From 	 Gregor)t!P. NeV:i~ 

Chief, Enforcement Division · 

Board Agenda Item Vlll.F.S. 
September 10, 2004 

Date : August 24, 2004 

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

Subject: 	 Consideration of the Standards and Process for Determining How the 

"Disqualifying Conditions" May Result in Denial of the Practice Privilege 


Proposed Business and Professions Code Section 5096(g) lists disqualifying 
conditions for the practice privilege (Attachment 1). Proposed Section 5096.2(a) 
provides relevant ·criteria (Attachment 2). This memo discusses the disqualifying 
conditions in Section 5096(g) and the standards and process for evaluating how 

/ 	 they may result in denial of the practice privilege. Business and Professions Code 
Section 480 related to the denial of licenses is included for reference in 
Attachment 3. 

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

Section 5096(g)(2)- Paraaraohs (A) and (8) 
(g) (2) Disqualifying cohditions 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 )ikely 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 



\" . 

Practice Privilege Task Force 

August 24, 2004 

Page 2 


' 	 reoccurrence (shoplifting). Examples under paragraph (B) could inclsde·revocation 
of a TexEis C"~A ce!iJ.ficate for'failure to renew the license timely. 

: E\/aluati6rrguideJ.i·Res shouldb-e established that will allow licensing staff to identify 

and pass (allow practice privllege) on convictions havingJ.no rel·ationship with the 

practi~e of public accountancy, misdemeanor convictions ewer:: 4:Cf years c:Sltl~ ~and · 

license sanctions in other jurisdictions caused by administrative procedural actions 

versus discipline for unprofessional conduct. The Board's:lice'nsing staff cLirre11tly 

employ similar guidelines in their evaluation of applicants for licensure and that 

system is operating smoothly. Situations involving disqualifying conditions that fall 

outside thes·e, guide·liita.es s·not!IGl (Be-referr!Sd ·to th"t3' Er.:lforcem-ent IDiY-isi'On where· a 

review wille!l.t}e·•corrdtJG~~e:1-~t6; deterr:nir'le·if·~hers~is-:a=-factual t>ast:bto.der:~y pr·actiGe 

under a practice privilege, or actual California licensure, pursuant to Business and 

Professi~~s Co~e Sectiof! ~~g (Grounds for Denial). 


M•~ 	 .... , l >"'- ';} .;. ' J ...... ..... ...... ' ' -::_ ~ ~..... .. 

Se:ction.5'0:96(qW:2 l ·...,.. iP.araaraohS(C) .an.d.:{\9} 

(!i)''(2j~~t)isquaHfying conditi.ons int~lude:- ·· ·· 


· (C:)'.P~ndency·df -anyr.investigation, ·inquiry or pr:oaeedin:§Jn!Dy:ctif." befmre ;any 

(,
(

(

·· ·state;·ifederal or .lo:cal court or: .agency., \including; .btit.;moUkr.l:ited:.to, the 
P.utsli~'-;(}ompafil.~ ·1,;\ccat:Jnt)rilg '0\fer:slgt:tt;iBoar:d; ·invdl~ir:JQJ~tl:re'~fi0fe·ssi:anal 
conduct of the individual. ·c>· ... 

(D) Any judgment or arbitration award against the individual involving the 
protessi:Q.tmal. cqn:ducbof:,ti4:e1tndi'!ticrl:uallim ·the ar:rrot!Jl4t of tt"JJ!1f¥·;tmousar:~Gl · 
dollars ($3.0;.00®) argrreater: ,. :: I" '~"- ·. -· ;· ·: 

The presence ef any bf the ·eonditions listechdr:~ ·par:agnaphs:(~ e:s~D~ ·of:B:ercti:Oili:J; 

5096(g)::wi:ll 1ir:~dic~te th:e possibility of serious'if,i:!D.iafio:ns:opl.mpr:efessioriaJ.-ca·naact, 

_and practice rights via the practice privilege option sb:o:uld I'!Ghbe ~gramte:Ebwi'thout 


thorough review by Enforcement Division personnel. This review may require 

investigative. action or inquirj to obtajmag·?Jg~g~:-r~~~.~r;n:l~r:§t.epqitJ.a :.90~;~, ~a 9:~LC:(tld 

issues underlying the disqualifying conditios.arral~hemothose fapts'"W.e.uld:f!rinto the 

criteria refere·rtced ·irr Br:Js1r>Jess·jand:Pr:sf·es:sio:h:sel3·od:e :S:edli:o:m.:4B'®.;r·in'niany cases, 

parti;oularl~rtl'lro:se..that:'itrvolve:'!EP pending.driw:estiga'tio·Ac€1r p>roa:-e·e:dtrrg· l;)efore another 

a,g·e·m!C}tlEtheAa.cts ·,wilbnot~b;e full:yc:.der:l(~.!p:p;~itl. ·or~.avaHahtle.t lf:sD~~practiee rights vi a a 

pr:aq~Lca.pr:ivil~g:e.:sh:ou:ldJTIOt;b~:~grc:anted:; aha tme;(a:ppllcant stroulol:.:be.Tequired to 

apply"idr a"0alifmrJilia·,£PAclicer:tse shq.i;JJd:;·bei·onsbe de.sire,;tm..prectice·in California. 

Practice rights via practice privlle:.gesbo,L!li;C!lc:.OJ.r::ilybe-·grar:lie.ddf Emf.qr.cement Division 

personnel are able to obtain an understanding of the facts sufficient to conclude 

there is ·no :factual b~sis.·te deny, practice under·Bl::lsiness and ,Rrotessiens ~Code­


.SectiormABO.::.The .Boar:d.wil1.;ne.eGl to determir:~e :if·thi$·ds ·an' appropriate'u:se of·, : 

enfeJ~rtcementresour.cesr. · · : . . . 
\\1:1BA~U5i:Rimli::hele~OC~JCH~r:>Et:IH.ll PROJECTS\F'RAC:F'RI\I:TASK F.ORCEWH EVALiJATE OISQ QUALIFICATIONS.dae 

•· ,. .... ~· ...~· 

I ..];• 	 ,;;.,. .~I 
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Section 5096(g} - Paraaraohs (2)(E) 
{h) (2) Disqualifying conditions include: 

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

Evaluation guidelines will depend on the specific disqualifying conditions adapted 
by the Board in regulation. · 

GPN 

Attachments 

\\CSA-US:R\miehe!e\DOCS\MiCHE!.E'.SPECiAJ. PROJEc:TS\?RAC PRlV TASK PORCE\VI! EVA!..UAiE DISC QUALIFlCAilONS.do" 
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Proposed Section 5096{ o) 

(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 disqua!i.fying 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 inve-stigation, 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. 
(3) The board may adopt regulations exempting specified minor occurrences 

of the conditions listed in subp.aragraph (8) of paragraph (2) from being 
disqualifying conditions under this subdivision. 

ATIACHMENT 1 




(


(

Prooosed Section 5096.2( a). 

(a) Pta"S:l:ice p1riviterg~sf rnay~ be·tilented:tsr•railur:e::tm q.ual.if~·-ttn.de-r OJito~:m·F!:Iy .with 
the"provisisns of thls' Eirtl'oleror impleTmerntir\gJ;t.egul'atiG>:r<l'S ,;:onfor::)am:r·:Pet' that if 
committeeJ:-tly·~an ·· applitant for licren$i!CIJ?e wo.w:l1;3 be.:.groliil;ndS. ,f(::l.rJ Cil~niaJ.; .of e;t 
license under Section 480 or if committed by a licensee woW:~a!::liile·gng~.umps for 
discipline under Section 5100, or for any actcommitbe:Gl owtsic:lfo!· mtbli~bstate 
that would ~e a violatidfl~jf cmr:umitted·V~.4thin this state. · 

ATIACHMENT 2 



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 invol~ing dishonesty, fraud or deceit with the intent to 
substantially benefit himself or another, or substantially injure another; or 

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

(b) Notwithstanding any other provision of this code, no person shall be denied a 
iicense 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 rehabi!itationdeveloped by 
the board to evaluate the rehabilitation-of a person when considering the 
denial of a license Linder subdivision (.a) of Section 482. 

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

AITACHMENT3 




State of California California Board of AccountancyoJpartment of Consumer Affairs 2000 Evergreen Street, Suite 250 
Sacramento, CA 95815-3832 

Memorandum 
Board Agenda Item VIII.F.3.b 
November 19, 2004 

To lan Thomas, President 
Members, California Board of Accountancy 

From 	 Aronna Granick - L ,_~J 
Legislation/Reg ulati~~C;ord inator 

Date November 5, 2004 

Telephone: 

Facsimile 

E-mail 

(916) 561-3788 
(916) 263-;3674 
agranick@cba.ca.gov 

Subject: 	 Recommendation Regarding Whether it Should be a Disqualifying Condition 
to Have an Unpaid Fine Related to Practice Privileges. 

The memo provides for Board consideration and action the Practice Privilege Task 
Force's recommendation related to unpaid fines. The Task Force recommends 
that, if a practice privilege expires with an unpaid fine still pending, the individual 
who held the practice privilege needs to obtain Board approval before beginning 
practice under a new practice privilege .. 

This issue came to light based on discussions at the September 9, 2004, Practice 
Privilege Task Force meeting. At that meeting, the Task Force discussed issuing 
fines for failure to comply with practice privilege requirements. The Task Force 
concluded that fines should be issued related to failure to provide notice within the 
"safe harbor" period and failure to pay the practice privilege fee timely. At that 
meeting the Task Force also adopted a motion to clarify that it is a disqualifying 
condition to have an unresolved administrative suspension. Based on these 
discussions, the Task Force considered the matter further at its meeting of October 
5, 2004, and unanimously adopted the recommendation noted above. 

As background for your consideration of this recommendation, .attached are relevant 
excerpts from the minutes of the September 9 and October 5, 2004, meetings 
(Attachments A and B) and a copy of the relevant statutory provision, subdivision 
(g) of newly enacted Business and Professions Code Section 5096 (Attachment C). 

Attachments 
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Board Agenda Item VIII.F.1 
November 19, 2004 

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


September 9, 2004 

Hyatt Regency 

12 09 L Street 


Sacramento, CA 95814 


FINAL 

CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present at this meeting. 

Present: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz 
lan Thomas (Absent) 

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 
Theresa Siepert, Executive Analyst 
Carol Sigmc:tnn, Executive Officer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Baord Member 
Michael Duffey, Ernst and Young LLP 
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:sllpstantially equivalent by CredentiafNet Bot~ dedsions will be reflected in 
re"gulations. 

It was moved by Ms. Flowers and seconded by Mr. Schultz to accept NASBA's 
deter.mltiatisns~i'ft.,'l!»ottl areas. It was the intent of the motion that this would be 

·~n·:\' '",t "'Ctf)• • 

the only melhod tlirough ·which these determinations would be made. During the 
discussion Ms. Hillebrand ask~qjf t,b~ Board cqyh;t, r~quest tt)~tJ::redentiaiNet consider 
ethics.requirements i~ makin~'}t~;P,~f.~{1mio'~ti?r\s~) }4~~;9·9,~, inCfi

1
cated that th~ Board 

could Inform CJeqnetlaiNet that ethicS IS a pnonty and re1quest that Credential Net's 
review ensure'th~t the ethics requirement in the CPA's home state has been met. Ms. 
Sos also indicated that it was her uncl~:~standihg ;that, '~onsistent with the Board's 
obligation not to delegate its authority, the B,·8ard£s acceptance of NASBA's list and 
credentialing program would be s~.~j, · t#;toD!f~·~~:~.~- ,rnpnitoring, and the Board would 
have the ability to add or subtracf"sfa 'from ·tH·e' 'list as::appropriate. After the 
discussion, the motion was unanimously carried. 

IV. 	Consideration of Whether the Board Should Accept NASBA's DeterWfi~ktie'n·of arl' 
lndividual'sSub?tpntiaiEquiyaJency orj.Jse,$ome Other Method for Assessing the. 

7buaiifrcatidn'SLof CP~s;:frhm :~on::saosfantlall§ Bqtt'ivcilent'StatEii& . ·:HS;d:J ·::.')<'~ sir,:.r<·'· 
P<:bPres:&'Miiih6'rfl)y.itJiiilrie"R.tt8lti 1bf~fo.s\8A.. .;.;·;p,, ,·~~ "1'"'":'·' qd' \'j.:.t'"~~.;,.,~.,,# r:rr~.:' ;.. 
B. Discussion. ·.:... ··· · ' 	 l ·" 

See Agenda Item Ill. 
r:c;, .•· :,:.• ,.. . ' 

V. 	 Consideration of Whether There Should Be a "Safe Harbor" Period for p::fe''YiEHHgv:ls? 
Notification to the Board. rJM;·u}{l;~el{i!~ Hs~ 

Ms. Sos introduced this agenda item and Agenda Item VI together. She irif:fidal\~~ tffar· · 
they relate to two questions: 1) When is notice due? and 2) What sh~0tllcl'the~Suarc(d6 · 
when the payment is not received, is lost, o'r the payment check is dishonored? She 
noted that the statute authorizes the Board to addr~~~ both issues~.il'~r:g@lilafl~~s:' · .- r · 

: 1"i'~ ·
1 

t h~ .,: ~,X~~ ~) / " ; 

With regard to whether there should be a "safe harb?£:' p M~~ ~e!Win'eieafea~fi'Ya'f1b 
the materials for the meeting include two 'llem¢·8~~-s~~- A: ·.. 'h '~(lfUt\~~ahat~.;~t~ '"~<~r~>J t. · 
summarizing the arguments for and agaTnsfestaJ:l'll§ih'ln~::;~f·s1afe.n1ato't:J:r:~.e'f.ioffi~· :fv1s,:·S0s· 
indicated she would like to focus the discussion Ollt~efollowin:"~is~s:~-e:~\:t:~f~·'!flie'e~ehf~'0f3 
the problem that would be created if notice"'PwgfEfir~q:ftf .. '~~A Q~~nfJ 
begins, 2) the potential for consumer harm if practice is .. ·.. ·. . . . . . . ~irffe\'?ir,·· 
period before time before notification is required, 3) the rl§~'laf sh1:ihl" .·. ~~~:n·ave:· 
done nothing wrong if there is no safe harbor, 4) the impact of v~·rj~·'ffis af ativb:~\:jh r:" '· 
terms of providing an incentive for giving notice. Ms. Sos indicated she would 
appreciate input from the profession on these issues. Also, she encoura·g:e.@l·;tl:ia~:Tia·slf · 
Force to be mindful of its general approach of not proposin§'f~g~Haticf~s\if(faEIC:IFes~F 1 "' :: 

purely hypothetical situations or situations which would only impact a smarf·~efcenta'g}'e· 
of the CPA population. ·~ ' · ... ·· · ·r ' , 

...... 1'·,, .},;t ..•.::~..~ )"f';i>~~. '~ 
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Ms. Sos added that should the Task Force.decide not to require notice at or before the 
practice privilege begins, there are two ways this could be addressed: one is to indicate 
that notice is due some specified number of days after practice privileges begins. The 
other alternative is to have an emergency clause which would indicate that notice is due 
at or before practice begins. If the means of providing notice is not available at that 
time, notice is due as soon as possible after the means become available provided a 
good faith effort is made to acquire the means. The second option would address those 
situations in which someone is unable to provide notice through no fault of their own. 

Mr. lino commented that he initially voted to require notice on or before the work began, 
however a situation occurred recently which illustrates some of the issues raised by Ms. 
Sos. When he was in Japan, an urgent need for more resources at the client's 
Torrance California plant was identified. Because of time differences, his call 
requesting resources, placed at noon Tokyo time, was received at 8:00p.m. Sunday 
night in California. They were successful in getting the necessary people to the client's 
Torrance office by 9:30a.m. the following day. However, it was very challenging, 
especially since one of the people had been on vacation. Mr. lino indicated that, based 
on this incident, he believed consideration should be given to establishing some kind of 
safe harbor or emergency provision. 

Ms. Flowers inquired if it would impede enforcement efforts if the violation occurred 
during a safe harbor period. Ms. Sos noted that Section 5096.1 was intended to 
address CPAs who are practicing without a practice privilege. Mr. Granen agreed, but 
indicated the Board could more effectively communicate its enforcement action to other 
state boards if the CPA held an actual practice privilege. 

Ms. Hillebrand expressed concern that having a safe harbor period would permit people 
to come in and practice legally for a short time without ever giving notice. She indicated 
that it appeared to be proper law enforcement to require people to agree to abide by 
California law and consent to the Board's jurisdiction before they begin work in 
California. 

Mr. Duffey commented that he believed there is a very small universe of people who 
would abuse the notice requirement in the way Ms. Hillebrand suggested. On the other 
hand, there would be a number of situations in which people want to comply, but would 
find it difficult without a reasonable safe harbor period. He expressed the view that a 
safe harbor period would encourage compliance. For example, if there were a 
reasonable safe harbor period, firms could establish compliance systems to centralize 
and oversee compliance by their employees. Otherwise all of the responsibility for 
compliance rests on the individual. Mr. Schultz agreed that compliance would be 
encouraged if the Board provided a small opportunity to provide notice after practice 
begins. 

Mr. Robinson added that his clients, the "Big Four" accounting firms, were interested in 
a safe harbor period from enforcement actions. They want to comply, but have concern 
that without a safe harbor period they could violate the law inadvertently. He agreed 
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with ·rv~ti 1{1>'uffey that'a:.:safe had:>or.:.pe:Piod.w.c:nJid:·.encourage cornp>liance,,.:hJeAiildi.Gated 
ttiat;h'Ef :was see~i·ng 'a ·eemip~om:ise;Jil~e: adaed th'atl4e l:rad:,talked,:with"Semator Edguerma · 
and. that, :lf~ooi\lser:rs)ils •ca'ri mdf4D:e~;ltei:rdheehimttn'is area,;th€vimplernerntation Elate cforv. · ·:;.. ·: 
practice··pri\:iile§es' would be extehdecFf0r •a nether year. 

\~fl~~ f" ~~L, qq ~... rf.Li)(1 

Ms. :D'Ar:lgelt)!Fe'l'lmethlJ:incliGateGMom·at:rs'he·b·elie\ied:;a~g~<aGe JDeriod-wetllc:t.GJisceurage ,,. 
c0m:~Tiance~eecawse:~somaohetttil'tlld le'nfer the stater1de1the job;· and .;leav.e witl1out 
giving~noti'ciek;i·i-phe' tprl'te·ntial ·foPtU:tr<fstimer• harm :isdess(when the,safe ;hariDor;· period is. 1 • • 

shorter. She noted that the one of the primary reasons the concept of practice 
priVfleges ~was developed was·to a·ccommodate the·:v.ery large :.acom!.Jiitir:rg:finns so·that· ·, 
they cbulckcomply with partner-rotation reqwirements. They are professionals with 
massive support stafiLand the practice .pr.bt.ilege concepthas a..great deal ef 'e.ass and·:.::)-, 
convenience:built fn, s·o·it is'urn·clear wh~<they.:needa<safe..har:bor p.eriod•. ,~; , ;c. 

\<•..'· ':)t . ~'\' -,. f.· ..:•• ,~\...·.·J·~' ~~~\'.· 'l'' t.' ' •"' ; ' .1,"-~...•-.··,--.~1·1,1~!- ( <' '~ f ' ..._,'4J)~ ,_ ' < '-~ i 1 ·~ ~ ..• {~"'; ·' • ~ ,>t..l;~-lr:~~ 

sr-le. ihdicated·thabsRe, ha'tiJ"ne~iewed1;t~e:itie~-~iJ~efpiel:lts1()f,otherd.ioensing 'ag:em·oiesr1arnct1, 
none allow people:frbltl' 61Jt::of~stelte ft®··slrhpl#!;seJf..,oe.r::ti:fly.~ar:la tlnet1'c6rt:re <in.:arn.€Lpractice. 
Ttl'e closest exa·mpi~Fsheitoldld ·finGIHs~tltfe ;pte>·ce·ss :for ow:t-'Of"'state attorneys to.appe:ar\',t 
befo're 'Califdrni~F6oiilrt~:';~I-'Jawever, ·this p·rocess·lacks the .ea~e and Icomietrience·:• ;>) •• 

associated with practice privileges. ·:·•'· .: ""; : '1H=..; 

Mr. lin0~commented that :tne large firrittrs., by virtue of·their S:i2!e~:tantl th:e:~mn>,r\1.erm:em~~of-· ·;;., 
people and :transaolidris are· col:lfror:ltea:With many 'Cor:iiple~itie's::~rna't1 r:Jital<le::B ~saf:e~hC!rbor; 
period lrnp·o'rtant:- \He then comn1er:1ted ,@t:}.c(tnsumer ~~is~,a:n1GJJ:aGI:de~I1J::Ltrnabf:on(s§roimes; ct,, 
st.lch as-:fax; audits :al'ld 'lieV:ieWSr and. consulting., licensees ;co:t!l:ldhzd:0,11ittle.sba:tttml)irf:1tm~~:xseJ r' 
service lines in five days. 1 --·~, ,,~j J!,it'~;~'~,. ~,~ "lt~;(·; 

Ms~:.'F:Iowers·iridToated~:tflat-Her,primary,conc:er:rn!~Was·\wtnetner~a s·a:fe·:ba~bori~pnG~isi:en: 
we'tiHcf;ne'ga'ti\V~Iyt~irvl'pa'CfJe:rnforcen~er:tt":riif,app:eared~thatrit,w,o.tz~.lii!.:net,,s·G·stte;had. n:m;;:·:. },. 
objedfloa;te -a ·orief'.sare. heir~o'ripe·r,fo€hb·'She's'w~g·este<il a:fit::te~if.·;f<!:otice Js,;re.oei'lf.ertafter: 1 

the safe ha~o2if'p·eiileGJreR:as:t 'f/r:-'t;!~d - ;. i- tr'~...,;;:•ltn c,r,,~ ,1.· , 

Ms. Hillebrand expressed an interest in discussing the emergency clause alternative 
proposed ·by Ms·,-:s'0s.. c Stte Mated that if thEn·s is·a~safe',:hra·r:l:>:o:r:peti0~a;'~p:e:e:p>Je li)1i~'bC ·" 
inle'rpret this ~as ~irlaicating fl:le-:ndticeHs -n·ot ·'liea 11~ 'm uer'u r.~til ttn·e tend:o.f;tile ·p:e.ri:odvrsHte. \)I, 
slirggesteQj ~thaf:an,ertretg'erncy~mlawse would l'loLc~eate tbis.imp;nessiG>d.t·>U'),H -· ~.r.;.rr: . -''f~, 

S ·~:;c ·~-' · _,;-. 'B<:-·· ~~- ,i!,; r t;<'• 

After fu r:tht3r:d'is·cus'sidn','JMs;.tiD~Angeliil Fellr:r.re~b zptopo~ed ;trnat:b~Cause tbe qatifl.cation fl : 

recfwih!~me;t:its.~re·trew.and•if:wil:l~take(i:iriha.:f:or..pe:c:)~lerttmoecam;ieifarm.ifiar:witb::tlilelmt;t(l,f;EJ 
perhaps tm:e. B·oa.r.c:tcoH Ia ipennit -9 ,fi~e:pa'Y·'{o:r:f.isie·!Jusi:me:ss ;:a-~.~sl):safe.tlil~nbor ,1p;er:i0.d t)r: f. 

which would: sBmset afte:r\lWb yealfs~~·:iTlHs)t./oul:d .periinit~phase:d:-:ir;Lcotnplian:ce~;to~giue .. -,, · 
the p:rofes'sio·n·"a>cnar.l'Ce to le·arn abot;iHhH3i'fD'IlG>Qramr- Mn;7R0binsbn-:added\ff.lat~t~.e~ · · -· 
notification form could request information on why the notice is late so that the data" · -:r• · 
would be available. 

I'Jis:·Hilleb'rahd ihdicatedtl:lat; even 1hough she was"r:l0t:imMfavcwofla safe~barb:ar;period,,­
she itJeli'evee ·that 1fHs'was ~'area·sbrcrableH1rop6sa·l ·to allow fGrtrar;rsitio'n:.f.<Mr·; Gr:ane.A ', 
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summarized the proposal as follows: Notice is required on or before beginning 
practice, but there shall be no penalty if the notice is given within five business 
days of commencing practice. This provision would remain in effect for two 
years from the effective date of the regulation and then would sunset. Ms. Sos 
moved that the Task Force recommend to the Board the proposal outlined by Mr. 
Granen adding that there will be an item on the form requesting the reason why 
the notice is late and the date when the practice began. She noted that the 
purpose of the two year time period is to permit transition. The motion was 
seconded by Mr. Schultz and carried. (Ms. Hillebrand voted "no.") Ms. Sos 
requested a recommendation from staff regarding fines and penalties for failure 
to notify within the safe harbor period. 

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

Ms. Sos indicated that the materials for the meeting included a memo summarizing the 
recommendations of the sub-Task Force that focused on payment issues. She noted 
that these recommendations reflect her interpretation of the statute. However, she 
subsequently reconsidered this interpretation and concluded it was in error. Ms. Sos 
then indicated that, based on this conclusion, she would like to recommend a different 
approach to address payment concerns. She explained that the statute states that that 
the practice privilege begins with proper notification. It also requires that payment must 
be received within 30 days. She then recommended that if a CPA provides proper 
notice, but then fails to provide payment timely or if the check is subsequently 
dishonored,.that the CPA's practice privilege be administratively suspended and that the 
CPA be notified that the administrative suspension remains in effect until the problem is 
cured. If the CPA cures the problem by providing payment, the administrative 
suspension would be lifted and practice would be permitted for the remaining term of 
the practice privilege. It the problem is not cured, failure to cure would become a 
disqualifying condition preventing the CPA from automatically receiving a practice 
privilege the next time he or she applies. Ms. Sos commented that she believed this 
procedure would be straightforward, easy to tract, and consistent with the statute. It 
would also avoid penalizing people for circumstances beyond their control. 

Mr. Duffey inquired if the procedure could include some additional steps to avoid 
penalizing people for administrative or processing errors. Ms. Hillebrand suggested that 
prior notification could address this concern. Ms. Crocker indicated that prior 
notification would be administratively impractical. However, staff would always resolve 
any situation in which there was an administrative or processing error. 

During the discussion Ms. Flowers suggested that there could be a penalty or fine for 
failure to pay timely. Mr. Newington expressed support for this suggestion and noted 
that a fine is an additional incentive for timely payment. He also indicated that making 
failure to pay a disqualifying condition would result in increased workload and that a fine 
would be a better, less workload intensive alternative. 
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Afte.r· discussion., ,:it;was mo,ted ,~y Ms. Hill.ebra n:cl . tliiat :tbe fpll OVjing ~prp~edture,,B.eu. 
established totadd'r:esst~tbeYF!'Y:Fe~nl~issues 'un;~~:t.'!d.·i~c:ussJa;n:: .at SIJ.~!ll ,~i.we,zC1$Jii~tr,1q 
is determim~ll .ftiJ·afiipaY:m'e;nt~is.·,ra.ot.:n~cei~ea., d!:Lrate~:q:or·,ttn:t:t'~the. cbe.c"\\IY.as "'' -·; 
dishonoredj' and,:fhat tnis1is nof:ttin:~.resulh)f ~ur:administrathre :e·r.rofi, tb~ Board:·~ 
sha:l!l issue :an:.aam'inist~a;ti;v:as:Jflspetis:io:ril a:nd,~a:fine~;!l·<!fhe.;admiri;i$~r:ative ·,' ' ."/()('1 

suspens·i·orn •W~utcf:nerrlliilll.,i,m,!effec't·~~lil~il .th'e:1prob;,ler:1riJs tO.UI\e:cl;•. ::If. if.:j!:!.;·l~lot;.cured,~ €11'~ .; ;: 
the admiriistra~ibit:1.:s'uspen'si&~ ·WO.t(l.d~'lfem·a~nS~h\1 ~fjfe:~l ·u:ntU ,fhe expi:r.altio.n of ,thei r 

practice p·rh.:i~l;eg·e. : A ,d i'shGn.o'~e:d ~e:he:ck~~o.l!lhil'il:se ~a :oi~t1 ualif~i:t~.g.::cn'ndilion anclff'l u ,·:: 
cause the :f)e.Son to not .automati·caliy' rec·eNe a p.ractice: pr:iiti'le:ge:' tt1e· n~xt timer- ·:·, ., 
In additi·on,. staff wo·uld 1be directe:d .to d~\(el6p .a recommertdatiom .r::elated :to.finet'l·;·'" 
amounts and conditions with a range of fines for repeat oc'cd.rr.ences. Mr. 
Newington reiterated his concern that establishing a new disqualifying condition 
would geherate,additional·w.ork forEnforc:eme:r.t:t.P,rogram st~ff.' Ms.·.HiJieprand1 
amended her motion to remove the proposed disqualifying c.o.ndition. The 
amended motion was seconded by Ms. Flowers and unanimously carried. 

•" '1·, '· .. -ii:l' \' 

VII. Considetatil&l1l'(0f;the.;Stal)dards ''and .P,roce:s.sJo:r:D,etentiining ztlbw. th.e..:'Disqualif¥ing 
Conditkms1'~May Reswlt iri Denial-ofthe:Practice Pr:ixdlege~. - ·r'" · 

\ '~ \.. " ... it- L~ ' ' \- V! ,.,;·L~~\.i_ ?·~·~;;~;(}:I : 

Mr. 'Newin·gtorfreported on;a recommende.d.procedur:e. fo:r determining how tbe. : 
dis:qt:Jalifying conditidns .listed in Section. 509tft9) sl:rould .be ·applied ·.tq:~¢.l~,m·ia.t:0f,the~.,._ ; ,.­
pr.a·cfice·privilege:(seeAttachment'~}. He recommende.dl that·g.IJidefigesrfeq · .. ·, ·... , 
disqua'lifY>ing conditions related pr.irn:~aril~rte. convictio·ns~ar:~d Jicense disci~ILrne stJould:·:: 
parallel the guia•eHines currrently employed by Lioensir:rg .Pro.gf:am ;staflj.Mt:le:rn;j~eMie.wi!ilgP:·, 
a'pp'llcatiorti'S'for·licensl!.lre.:k ·· ...· · ::·:\ ,, 

With regardea·,te'~is·q(:Jatifyl~g ~cor:rditie:n:s te'lated· Rrimarily ·to. ~endir~g inv.estigations ~fifl,cd' 
civil jLrdgmet:)ts:,~lhJt=Ivrecomme:rid.ea "that;j:>:rariti'ce !p)ri~Re·g:~s shl:c:>J.:ild:n!i>bbetg ra ntecLwitlii@Illi: 
a thorough re~iew by Ernforce.rnt;mtHrogtan:t~~taff~. !hie kf:urtlne[zr:e:comrn.~n·oect;t@g~Jjf:st'Ju,erre : 
is a pending iliives]i~·ati.o.rf;ani~J ,ffili:r·eafo.ome,:o,t tf;\e'flh\7.e;~t,j,gE!tio·ro ~wiJJ ,rn~tlba·.k:n~WQ~f~..rLc? .. 
sometime·, priactice'·~:>riiwile9es :stt0'1!1lciL:n:ot:oe:·:§,f.an~e:q ~~Ad,tHe pe!"$'o.n;·S.bo;t:dCiir.boel. .;,. 
encourage·d to appl¥·forlicemsur:e:. Jlt:.was the .•o~ms·eJ]sus~ot~t~~,i~$:k~For.c;~ to · 
recommend to :the ~Bo·a!rCI tba:t'staff..;·pnoc.eed::as o:Litlliiled cinjMb~NeVI(!iilgtop:me.m,o: A, 

(Attachment_). 
'~ : 

\11lilik Gonsider:ation ofWHat,.zl;f .Any; }Addjtional·rD.is.'+fw:al.ifyir:rg <Gotildittons: S.Qol41~ ber ?(; 

Specified .b¥ ;~egula~idns :~1 -":;;;1 :.c,<r"] : ~rr.·~ :·~·' · · 1

~ 'r:. '"'->· : "'·)r~ l- •.::~· 4. ~"..>: 'f:! ,i ',.~; !;~.~..q~\!f,'~[)i-'-:. ;~,..~: .. v~. )''.' :·t: '"-' ·~·. r1 lc 

Mr. Newington reporte!rl tmat;r;e.~iew, b>;y Bnfali.berT:ielflt::Prqgr:arn,st~d1f:·di~.[l[l:o.t::id~Eltify..,~!ElY~ :·i', 
additional disqualifying conditions that should be adopted by the Board as a regulation. 
He rfoted that\there wasa prop:msal:th'attHer;e,be·;a disqualifyirag:.. c.onditicm re.late.d t0 
unp·a~d.:fees;:.:but:tt:Je J!ask Forcer:dkhm:o.t.,adept th.is~p:rap.osal.:.J·-',.·'' ' ;(; ,. ·F, 

[)u:ring.:the discussion;· an additional disqualifying condition 'Was .id.entified and it. 
was moved by Ms. Sos, seconded b.y.Msi -Flowers~ ·and ·unanimously carr:ied. to 
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recommend that the Board adopt a regulation to clarify that it is a "disqualifying 
condition" to have an unresolved administrative suspension. 

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

Mr. Newington recommended an approach to identifying minor infractions that should 
not be considered disqualifying conditions (Attachment _j. He noted that rather than 
create a "laundry list" of all possible infractions, he was recommending an approach 
base it on the type of penalty that resulted from the infraction. The recommendation 
was to exempt violations for which the discipline or sanction is limited to administrative 
citations resulting in fines of $5,000 or less or continuing professional education. Ms. 
Hillebrand inquired about the $5,000 fine amount and asked how it relates to what other 
states are doing. Mr. Newington indicated he was trying to develop the concept and 
that the amount of the fine was not firm. 

With regard to continuing professional education, Ms. Sos indicated that practice 
privilege holders are required to certify that their continuing education is current. Mr. 
Newington indicated that sometime, additional continuing education is mandated for 
continuing competency. 

After discussion, it was moved by Ms. Flowers, seconded by Ms. Sos, and 
unanimously carried to recommend that the Board proceed as outlined in Mr. 
Newington's memo and exempt violations for which the discipline or sanction is 
limited to administrative citations resulting in fines of $5,000 or less or continuing 
professional education~ Staff were direct to research whether $5000 is the 
appropriate amount. 

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

Mr. Newington recommended as suggested criteria for administrative suspensions 1) 
representations made in the notice, 2) The individual's competence or qualifications to 
practice under 'the practice privilege in question and 3) the individual's failure to timely 
respond to a Board inquiry or request for information or documents (see Attachment 
_). He indicated that he believed administrative suspension was fairly serious and that 
these three areas involve reasonably significant acts. It was moved by Ms. Flowers, 
seconded by Mr. Schultz, and unanimously carried to recommend Mr. 
Newington's proposal to the Board. 

XI. 	 Comments from Members of the Public. 

Members of the public provided comments during the course of the meeting. 

XII. Agenda Items for Next Meeting. 
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respond to the request and many would contact the Board to get more complete 

guidance. Ms. Franz suggested it would be easier to give them some kind of form such 

as a modified "Form E" in which they could check the boxes to report their experience. 

Ms. Sos expressed an interest in reviewing such a modified Form E which would be 

responsive to the documentation difficulties that might be faced by licensees who have 

been practicing for many years. Consideration of this form was scheduled for 

discussion at the next meeting. 


The Task Force then considered the time frames for response. It was the consensus of 

the Task Force that the time frames outlined in the memo were appropriate. 

Participants noted that failure to respond to inquiry is already a disqualifying condition. 

Ms. Franz indicated that the licensee would not be penalized if the home jurisdiction 

failed to respond timely to the Board's request for information. 


The next issue considered by the Task Force related to what would happen to the 

practice privilege if the individual being audited unintentionally failed to meet the 

practice privilege requirements. It was the consensus of the Task Force that in such a 

situation, the practice privilege should be administratively suspended until the deficiency 

is remedied. 


IV. 	 Consideration of a Process to Address Changes in Reported Information That 
Occur During the Term of the Practice Privilege. 

Ms. Sos indicated that staff had developed a procedure to address changes in reported 
information that occur during the term of the practice privilege (Attachment 3). It was 
moved by Ms. Flowers, seconded by Mr. lino, and unanimously carried to 
recommend Board adoption of the procedure in Attachment 3. 

V. 	 Consideration of Whether it Should be a Disqualifying Condition to Have an Unpaid 
Fine Related to Practice Privileges. 

Ms. Sos called the Task Force's attention to a brief memo prepared by Ms. Granick 
specific to this agenda item (Attachment 4). It was moved by Ms. Flowers, seconded 
by Ms. Sos, and unanimously carried for the Task Force to recommend to the 
Board that it be a disqualifying condition to have an unpaid fine. 

VI. 	 Update on Task Force Actions Related to When an Out-of-State CPA Needs to 
Apply for a California License Rather than Requesting a Practice Privilege. 

Ms. Sos indicated that the memo provided under this agenda item (Attachment 5) 
summarizes, for information purposes, the Task Force actions to date related to the 
question of when a California license is needed. 
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Attachment C 

Senate Bill No. 1543 

CHAPTER 921 

An act to amend Sections 5000, 5015.6, 5076, 5100, 5109, 5134, and 
22253.2 of, to amend, repeal, and add Sections 5050 and 5088 of, to add 
Sections 5025.2, 5025.3, 5063.3, and 22252.1 to, and to add Article 5.1 
(commencing with Section 5096) and Article 6.5 (commencing with 
Section 5116) to Chapter 1 of Division 3 of, the Business and 
Professions Code, relating to professions and vocations, and making an 
appropriation therefor. 

[Approved by Governor September 29, 2004. Filed 
with Secretary of State September 30, 2004.] 

LEGISLATIVE COUNSEL'S DIGEST 

SB 1543, Figueroa. California Board of Accountancy: tax 
pre parers. 

(1) Existing law provides for the licensing and regulation of 
accountants by the California Board of Accountancy in the Department 
of Consumer Affairs. The provisions creating the board, specifying the 
board's composition, a.nd authorizing the board to appoint an executive 
officer become inoperative on July 1, 2005, and are repealed on January 
l, 2006. 

This bill would change these dates to provide that the provisions 
become inoperative on July 1, 2011, and are repealed on January 1, 2012. 
The bill would require the Department of Finance, notwithstanding 
specified provisions in the Budget Act, to authorize up to $2,000,000 
dollars in additional expenditures for the board's enforcement and 
litigation activities. The bill would require funds for these expenditures 
to be payable from the Accountancy Fund. The bill would authorize 
funds to be encumbered in any fiscal year in which the board enters into 
a contract for litigation or enforcement purposes, as specified. The bill 
would require funds encumbered for these purposes to be continuously 
appropriated. The bill would enact provisions authorizing 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, to engage in the practice of public accountancy in this 
state under certain conditions. The bill would also prohibit a licensed 
accountant from disclosing confidential information concerning a client 
or a prospective client without obtainingthe client's written permission 
with specified exceptions. The bill would authorize the board to assess 
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for a license is granted or denied, practice public accountancy in this state 
only under a practice privilege pursuant to the provisions of Article 5.1 
(commencing with Section 5096), except that, for purposes of this 
section, the individual is not disqualified from a practice privilege 
during the period the application is pending by virtue of maintaining an 
office or principal place of business, or both, in this state. The board may 
by regulation provide for exemption, credit, or proration of fees to avoid 
duplication of fees. 

(b) This section shall become operative on January 1, 2006. 
SEC. 11. Article 5.1 (commencing with Section 5096) is added to 

Chapter 1 of Division 3 of the Business and Professions Code, to read: 

Article 5 .1. Practice Privileges 

5096. (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 mdividual possesses education, examination, and experience 
qualifications for licensure which have been determined by the board to 
be substantially equivalent to this state's qualifications under Section 
5093. 

(b) The board may designate states as substantially equivalent under 
paragraph (2) of subdivision (a) and may accept individual qualification 
evaluations or appraisals conducted by designated entities, as satisfying 
the requirements of paragraph (3) of subdivision (a). 

(c) To obtain a practice privilege under this section, an individual who 
meets the requirements of subdivision (a), shall do the following: 

(1) In the manner prescribed by board regulation, notify the board of 
the individual's intent to practice. 

(2) Pay a fee as provided in Article 8 (commencing with Section 
5130). 
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(d) Except as otherwise provided by 'this· article '·dr' by board 
regulation, the practice privilege cornmeric~.Ys·;when tlie individual \' 

notifies the board, provided the fee is rece1~ecf·by tli€rbeatd· witnin 3Q 
days of that date. The board shall permit th~'W0t1ffci:ation ·to''be·provided 
electronically. · 

(e) An individual who holds a practice pti'vilege und.er this article; 
(1) Is subject to the personal and suoj~t';matter jurisdictien and 

disciplinary authority of the board and the courts of this state. 
(2) Shall comply with the provisions qf this chapter; board 

regulations, and other laws, regulations,' hlianprofess'ional ·§~8.J::itl:ards 
applicable to the practice of public accountancy by the licensees' of this 
state and to any other laws and regulations applicable to individuals 
practicing under practice privileges in this state except the individual is 
deemed, solely for the purpose of this article, to have met the continuing 
education requirements and ethics examibatibn' reqUirements of this 
state when such individual has met the exafrl'lriadon~· a:rid cbntiriuinJg· 
education requirements of the state in wh1Bh 'th'e !n~i'vichial hEilOs tnel' 
valid license, certificate, or permit on which thb sti1§shmtifi1 eq'liivalen6y:
is based. ' r... ~::..,.... ~.'r,.(:~::<".r ;e:-~·7~.-::·t~. 11 : ~ ~ ~ '1' 

(3) Shall not provide public accountancy servldes': in this stare·frerri 
any office located in this state, except as an employee of a firm registered 
in this state. This paragraph does not ~pplx to pU:blin account~.mc)L:': ., 

1

: i'' 
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services provided to a client at the client's ptac:e·ofbusiness or;residenee~-1 
(4) Is deemed to have appointed the reguJa!ory agei}CY of the state that 

issued the individual's certificate, liceri~~~· ot"'p'~hrlif' 'upori whi~h 
substantial equivalency is based as the fiiaWiCitla1'ls ·agent -'oh wht>rrr 
notices, subpoenas or other process may ;bg's~tVed~iiri ~ny''actioii er~l· 
proceeding by the board against the individu~l. ... . . ... . . . ·. · . 

(5) Shall cooperate with any board invesij~atlofi'oi'inCJuicy ant:'FsfiaU '"' · · ,,,, · 
timely respond to a board investigation, in~tiiry; 'reqdest, llOfi'ee; clefuafiQ:J I 

or subpoena for information or documents 'antl timel~rtfrovia{iife'lae · 
board the identified information and documents. 

(f) A practice privilege expires one y~af~frorp'tHe4at'e•qf~~lie n0tice; '.!, '.:~. ! !'t 'C' '

unless a shorter period is set by board rei:L ftn:"''n ·;;n1 ~~ nh~·· ·"' 
(g) (1) No individual may practice unat!r tie~pfiviTege"w-itheut'L· ' I b 

prior approval of the board if the individual h!1S, or acquires 'a'fan3it1ffie -r 

during the term of the practice privilege;~··an.y ·Cii~qu:ruifying· d5ndifion '·l 1 • 

under paragraph (2) of this subdivision. r · , , 

(2) Disqualifying conditions include: tn · 
(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 
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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. 
(3) The board may adopt regulations exempting specified minor 

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

5096.1. (a) Any individual, not a licensee of this state, who is 
engaged in any act which is the practice of public accountancy in this 
state, and who has not given notice of intent to practice under practice 
privileges and paid the fee required pursuant to the provisions of this 
article, and who has a license, certificate or other authority to engage in 
the practice of public accountancy in any other state, regardless of 
whether active, inactive, suspended, or subject to renewal on payment 
of a fee or completion of an educational or ethics requirement, is: 

(1) Deemed to be practicing public accountancy unlawfully in this 
state. 

(2) Subject to the personal and subject matter jurisdiction and 
disciplinary authority of the board and the courts of this state to the same 
extent as a holder of a valid practice privilege. 

(3) Deemed to have appointed the regulatory agency of the state that 
issued the individual's certificate or license as the individual's agent on 
whom notice, subpoenas, or other process may be served in any action 
or proceeding by the board against the individuaL 

(b) The board may prospectively deny a practice privilege to any 
individual who has violated this section or implementing regulations or 
committed any act which would be grounds for discipline against the 
holder of a practice privilege. 

5096.2. (a) Practice privileges may be denied for failure to qualify 
under or comply with the provisions of this article or implementing 
regulations, or for any act that if committed by an applicant for licensure 
would be grounds for denial of a license under Section 480 or if 
committed by a licensee would be grounds for discipline under Section 
5100, or for any act committed outside of this state that would be a 
violation if committed within this state. 

(b) The board may deny practice privileges using either of the 
following procedures: 
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.State of California California Board of Accountancy 
,. Depa~tment of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item II. Board Agenda Item VIII.F.4.a. 
November 18. 2004 · November 19, 2004 

To 	 Practice Privilege Task Force Members Date November 8, 2004 
Board Members 

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

From 	 Patti L. nz 
 

Fra
Licensing M

Subject: 	 Consideration of a Method for Verification of Attest Experience Through 
Random Audit 

At its October 5, 2004, meeting, the Practice Privilege Task Force members 
requested that staff develop .a form to be used during the audit process to verify 
whether the 500-hour attest experience requirement had been met prior to 
California practice privilege. 

Therefore, attached for consideration by the Task Force is a modification of the 
Certificate of Experience currently used for licensure in California. It is envisioned 
this form will only be mailed to out-of-state licensees who identify themselves as 
signers of attest reports on the notification form. 

I will be available at the meeting to answer any questions the TaskForce members 
may have. 

Attachment 



STATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 

SACRAMENTO, CA 95815-3832 
TELEPHONE: {916) 263-3680 
FACSIMILE: {916) 263-3676 

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

CERTIFICATION OF ATTEST EXPERIENCE 

PRINT OR TYPE 
FULL NAME OF LICENSEE: (No Initials) (First) (Middle) (Last) U.S. SOCIAL SECURITY# 

FIRM NAME (IF ANY) CURRENT TITLE 
I 

I 
BUSINESS ADDRESS (including City, State, and Zip Code) 

BUSINESS TELEPHONE: Area Code ( ) 
l 

Approximate Number of Years 
Practicing Public Accountancy 

! 

Pursuant to Section 5096.5, you may not sign an attest report unless you have 500 hours of experience in attest services (see 
Section 5095 of the California Business and Professions Code). For these purposes, experience is that which has enabled you to 
demonstrate an understanding of the requirements of planning and conducting an audit with minimum supervision which re.sults 
in opinions on full disclosure financial statements. 

Yes No 

Have you participated in the planning of an audit, including the selection of the procedures to be performed? I I 
I 

Have you had experience in applying a variety of auditing procedures and techniques to the usual and customary III. financial transactions included in financial statements? 
I 

Have you had experience in the preparation of working papers in connection with the various elements of
II!. I and II above? !

I 

Have you had experience in the preparation of written explanations and comments on the work performed and its I :IV. findings? 

v. Have you participated in the preparation of and reporting on full disclosure financial statements? 
I 

1 hereby certify, under penalty of perjury under the laws of the State of California, that I have met California's experience requirement, 
Section 5095, prior to the submission cif the notification of practice privilege, and that all statements and representations on this form are 
true and correct. 

Date Signed Licensee Signature 



'' Stat@, of California California Board of Accountancy 
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item Ill 
November 18, 2004 

Board Agenda Item VIII.F.4.b 
November 19, 2004 

To 	 Practice Privilege Task Force Members 

Board Members 

From 	 Aronna Granick "' ~~
Legislation/Regulatio~s t.o-~rdinator 


Date November 8, 2004 


Telephone: (916) 561-1788 
Facsimile (916) 263-367 4 
E-mail agranick@cba.ca.gov 

 


Subject: 	 Draft Regulations Related to Practice Privileges 

Attached for your consideration are draft regulations related to practice 
privileges. It is anticipated that after the Task Force discusses this language 
at its November 18, 2004, meeting, revised language will be provided for 
Task Force and Board action in January 2005, with a regulation hearing at 
the May 2005 Board meeting. 

Attachment 
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Article 4- Practice Privileges 


Section 24. License or Practice Privilege Needed. 

An individual must hold a California license or a practice privilege to engage in any 
activity defined as the practice of public accountancy by Business and Professions 
Code Section 5051 for any California resident or business. An individual who does not 
qualify for a practice privilege pursuant to the Article and Business and Professions 
Code Section 5096 shall apply for a California license in order to practice public 
accountancy in California. 

Section 25. Qualifications for and Term of the Practice Privilege. 

(a) To be eligible for a practice privilege an individual shall, at a minimum, meet one of 
the following qualifications: 

(1) Hold a valid license, certificate, or permit from a state determined by the 
Board to have education, examination, and experience requirements for 
licensure substantially equivalent to the requirements in Business and 
Professions Code Section 5093. 

(2) Possess education, examination, and experience qualifications that have 
been determined by the Board to be substantially equivalent to the qualifications 
under Business and Professions Code Section 5093. Pursuant to subdivision (b) 
of Business and Professions Code Section 5096, the Board accepts individual 
qualification evaluations of substantial equivalency by the National Association of 
State Boards of Accountancy's (NASBA's) CredentiaiNet. Prior to seeking a 
practice privilege under this paragraph, an individual shall apply to NASBA's 
CredentialNet, pay the required fee, and obtain the required determination. The 
individual shall disclose the CredentiaiNet file number in the notification required 
by Sections 26, 27, 28, and 29 and shall make Credential Net's determination 
available to the Board upon request. 

(3) Have continually practiced public accountancy as a Certified Public 
Accountant under a valid license issued by any state for four of the last ten years. 

(b) Except as provided in Section 30 for practice commencing on or before December 
31, 2007 or in those instances in which prior approval by the Board is required pursuant 
to Section 32, the practice privilege commences on the date of notification pursuant to 
Sections 26, 27, 28, and 29. When prior approval by the Board is required pursuant to 
Section 32, the practice privilege commences on the date the practice privilege is 
approved by the Board. 
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(c) A practice privilege, including a practice 'pi\i~i·lege that is or has been on 
administrative suspension pursuant to Business and Professions Code Section 5096.4, 
expires one year from that dat~(!);'fi2rllotif,i~ati'eli!;:fia'rii'a ea1r:nt&t!fu"&·renewed. 

(d) For purposes of this Article and ~usiness and Professions Code Section 5096, the 
"license upon which the practice priv.i'le'@"e1Jis·:~ba's:edir'<~®{:!'tmti~licenser.ufDe·r.r.,wbJicl:l ,tl:le:-~ ::,-::i·z 
substantial equivalency is based" is the license under which the individual qualifies for a 
practice:·priV.ilege'1pUrs•Qaillt·t'6· •pa;ra§:~a~jrjli'l"( 1~ ~f s€1 bsection·•,(:a~(:i;6r th1ehlider;rse.. in tlte'<:state"" 
of the prihclp\al'tpla:c€NJl brnsiness·for! th~"s'erwht) ~u·afify fdnalp~ri:ictice·:p:~ivileg"e under 

1patagraphi§ ~2)vof~(3g .of sobsectiorP~a1tF' i ·.~. • · -" 

:l:.. ~:: r,· ··~:¥· .~· 

(e) The holder of-a :Californi~fl-icense that is expired but subjecttto renewal is not eligible' 
for a practice privilege. ''(· 

To obtain a)practice p·rivilege:af\J ·iAc;.Uv-idthi'l ·stiiall notify'theHoar:d.ar[let, t:rf:lde~:pena:lfy.:o1f 
perjury, certify the truthfulness of all information provided in thearn(j.tifr.cati~;m::;i "fim:e.:i!·oi!,;·: -~ 
notification shall i'r\cludelthe ..ir:tdividlJai's:m:tme,-'prior·f;lafnes,~fir.m,r.~arrne1~1f;£aby~~-\a'dldress 
of principal·place .oftn:isiness, aate Gtf birth:; social .se:cwrity !nurmbei:r*te:l~:rz>tiGl:memumber, 
either a fax number-·ore-'mai;l addres:s-\-~the date..ofthe ,·notificafio:rl,1th\e~itrdi~i'Gl.w:a·l$i.~J 
signature, either handwritten or an electronic equivalent,tthe state,w.nerce~tt:let'i:m'divlaual 
holds the license upon which the practice privilege is based including the license 
number an·atidi¥n§~~~s~:ll~pue· .r,a.n~o~f8:ii\~~®tme:d~tates ~~he:neJtf."re1in'd i~i:e!rn'S:I.1n:olfls a 
licefis~',or.\l;!:c~·ris~~18f~;(itH'Sr."?f ... ~;;lir.r~ILI<tlkrg thEkn_urmrbettS :a;m:<lb~ssaadce 
d121~es'·oHM6se 'Hc'e'rise~s~2tlt:~~ ·i'ua-'fi;dt:f•sof::tgl ~~'irtclut\l·e';all-~eftthe~S:tatements 
rectul'r:ed 1by 'Section :ztJ:aWitttWesa~gre'ertrlt;M"t~1amei: Cl~)'m:serctts1reqah:e8 b)7.Se:efliorn'<2~'B,tand all 
ofthe ·aadi'fionaPinformatio'n re'~ldire~ .. by<Sectitirri2.9:t:.;,_,:. -; · ·_,,,~,A-

e : ....·( ~~~,~~ )1' r~,: ,.c: >~~t.,~~lf~~·yr·:9t~·,~~~> ··; :.:: ,.! ;:: ; ~ G!r ~ : "1 i~·~ 

' . 

The n'b'tif.icafior.f~requiredl~tcn5otain :a Jt>r:aotica.frJ)'f:i\ti·legefshaH' incluoe tbe fGitmwir:fg 
statements made by the individual under penalt,y:~of::p>er1lll~;,uhd:e:r,:th:e'il'aws:,ofitlile .. State 
of California: 

(a~ :'Jflle indivh£HJar·nas at't~irirrcifDa:l,··pla·a·e: GfJo>tJsi:r~e'Ss i:that)istrietJirn; Oalif®:rfiria;. -and>the 
individual does not have an office in California other than through a firm registered in 
Califo'rri1a·Po·r!lt:ie·:indiVidual is'efn,applicanUor.:lioerws'ur:e· w~:~mer~Busil:tess~ar.td Rrof.es·sio.ns.:l 
Cbde:SeH~tiohs'50:87~;a·l;reP568S;''\Ad::fdse·ra·pplicatitrm rj~·p'endin'gJ'i'''" • :.r'! • 

,::::;~ :•rtf'~ ·r" '"'\\:.. ; ,~, :~< ~.t • ,~ ... ~~. ·, " .,..,. . 

(b)Th'Eif!in~fiviCli:Ja'l ·lilo'IG!s·a \lalid::Hcei'lst:rro'practice publie·a6countane.y in anottier stater.< 
....~~ ·~\ :...~ •,t ' 1 ·"·'·~ ':: o' -·· r l, 

(c) The individual meets one of the minimum requirements to be eligibleifor a,p:ractice:~m 
privilege described in subsection (a) of Section 25. 

z 




(d) The individual understands he or she may sign attest reports under the practice 
privilege only if he or she has at least 500 hours of experience in attest services. 

(e) The individual is submitting the notice at or before the time of beginning the practice 
of public accountancy in California or within five business days of beginning the practice 
of public accountancy in California. If the notice is submitted within the five business 
days after practice begins, the individual shall identify the date on which the practice of 
public accountancy began and explain the reason for the delayed notice. 

(f) The individual concurrently is submitting to the Board the required fee. 

Section 28. Notification Requirement- Agreements and Consents. 

The notification required to obtain a practice privilege shall include the following 
agreements and consents made under penalty of perjury under the laws of the state of 
California: 

(a) The individual agrees to abide by the laws of the State of California including the 
California Accountancy Act and the Board's regulations. 

(b) The individual consents to the personal and subject matter jurisdiction of the Board 
including the Board's authority to: (1) administratively suspend the practice privilege 
pursuant to Business and Professions Code Section 5096.4, without prior notice or 
hearing and in the sole discretion of the Board; (2) impose discipline pursuant to 
Business and Professions Code Section 5096.3 for any violations of the California 
Accountancy Act or regulations thereunder and recover costs for investigation and 
prosecution; and (3) exchange information relating to the practice privilege and/or refer 
any additional and further discipline to the board of accountancy of any other state, 
and/or the Securities and Exchange Commission (SEC), Public Company Accounting 
Oversight Board (PCAOB) or other relevant regulatory authorities. 

(c) The individual agrees to respond to a Board inquiry even as to a practice privilege 
that has expired. 

(d) The individual consents to the authority of the Board to verify the accuracy and 
truthfulness of the information provided in the notification and consents to the release to 
the Board of all information relevant to the Board's inquiries even after the privilege has 
expired by (1) contacting other states, (2) contacting the SEC, PCAOB, or any other 
federal agency before which the individual is authorized to practice, and (3) contacting 
NASBA. 

(e) The individual certifies to having met the continuing education and examination 
requirements in the state of licensure upon which the practice privilege is based under 
Section 25(d) of this Article. 
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(f) The +n'di\fidl:Jal:ag'rees-to'n'dtiffy WtetBoa,r:a' i'mEifiJtiti~t~ ·within·:s-GPGiays-,df<any;dha:f:1ge in· 
the informaficin'Hi tn'e 'rfotrce~wli;i61~·'0b'efffrsi~CtlufririJ§lf~f.\le ~tefrrh .. of tlile p:rc3:Gfioe:tprhni~ge'~)~ ,. 
including changes that occur while the ~ractice privilege is administratively suspended. 

, ~oY}:)f),':~·.~ ~-~ ~. ~:.Jf... (nr {i·.:~··l --r·. ··{' ::i''~·~···~~d '"J ;.r-1 "~<)l,TC;~ c:~c.:-; f"'""'~ ... ; ~··i i~iGJthvt·'-~0· 

Sectib'nc:ig;:. 1Nl:>tifi'caiti'(ijn'}:ReqU'i rer:til'~ht:--SA:Ql'ditio'riall l.f!1;fo'rnil'~tfam 'rY' gjt; ( jf",· r· . •' 

,~ ~~~~t·~~-H~-:·,r··· /·~ ~ ·"'VV ti'( ~,..¥. /"·t:r"\'-·-,l· i ~~!'d2 :n!.c~"Jt\/..HJrt· ~$f't" df'1·~t}9-~"j.q::_}.ff'8E ..1~. ~ ..:)r.,., :!·.~r1.t 

The notification reetuirecPlo obtain a~· practice ·p'f.iVilege·:sh~rl.l irrdutle'?l:lile 1fo·lh:5wing . 
information, the truthfulness of which the individual certifies under penalty of perjury 
under the laws of the State of Californ:il:i: · ' · 

(a) The occurrence of any of the events described in subsection (a) of Section 32, each 
of which may disql~i811ify.:·~h'e;~id(Wiv·id'ili 1al~ff§Fh3a.::·~~adiceijD·~il\/fl€ige1;..,aTitl'GI!:tmtds·if.ec{uires Boar,d~;~: 
approval prior to commencement of the practice privilege. 

1••;· ~·· ·.t·Jlt~t!i:'~ (~11-~~-iJf.~·d·,~t ~f.fi:{~g c~t~;~-i?Jjvi ..h~~ :Y~F1r;,f:r~_. ~=; -·~;E~r;\~ .:~ :~;n-",, 1 "'iO{tt~;..~f .~ .~· 

(b) "rne•:a~p1 liea:fuilily·;(?(:)fBf\;ot\~~BPEfnyil;er'ff.leffo'llowi'rigi: .,,,,()c,,, ·"lht·.. ·.- -- • ,. "J.-:nc;) l~H'1f< -~~,,. ;f' """':\' q~·. 
(1) The individual seeks authorization to sign reports on attest engagements 1~;artd1 '?if 

so, has c~>r1Jplet~d 500. hours of attest experien~e.
(2fThe· il1a-i\/iahal:·is·an ~·'i3s'scfciafecr ·~e-rsci·filcdf a·re·grsteret!l plilt>til>·accourttirn~ ·fin'fr''-'as 
used Section 2 of the Sarbanesro:XJey :Act 0f;2'Gl'Gl~. ,~,-··: :, ·· ~·: -:· £'· ,>'Y';'~:tnu,:;;:J.n.t· s1 n ·:: • · 

(3) The individual's firm has undergone peer review in the state of the firm's principal
f:)race &fbGlsihess' · "'' ·- ··:, 'i'l' ::> .:.... ··'~: Di' ·· .~/!!_.;--;-~•·'! m dnE·.•~~·<·):;" isu\(::i9:bn'. :.. ;. · · ~: 

(4J·~r~;e 'T~diviaiiraf's ·state :of di·¢~'ry·slure ·wpor:~ wHich fn:-'pr~·0tim3;'Pr.ivHE3g;~;~Js ~as~_dtm)<) ~ ·, 
under-·seb1iion'25(itll~''i.~e9'~ ires~:cp:i:lJi:h'~i p@~ecJ!ili~afi@·J;) ~fi~late·atftD tf,n:rudtrcl•e:tediibm~ i:rm:d.j ;:if l ' { 

so, the-ji~·~iiv:icfi:~ar·l:l·ai§q;i~~~fiHe~s-rlilis'sr.~cfi;J'in~'r1Fl:e.~t.~::;,e'~t '~'n ·-~uit'®'~:J•sib "';lor" ~(~f f'ri bt,·g t?f"''t:l''\' · 
~-~f':"\r')~~~h~-~.:""·} ~-~~...~.·! ~"-!'": ;;~~f"':ty{~~~-~)f\f' tn~; -rlt ~ ~H1t"}~ ~ ''")P'')i.~;:. :'ck"1(1~ - 1 ~' -::_:.;~t}-"<C-1 bt11~'"; ;J~C"('"~-.T .' 'j:1 
t>,lst -".. "~-~~rt~JQ~1~:t1v n~ ! ~ )~- .J~ rt'dct~; 7~~-~vrr.:~':1""~ '''Jtf''{~1 "~·-t·lr~t 1'3-~~if·-i t ~f~t")!JR '·t ~~:-~-1·~ ·r) r>J/.\ v:)r'~~·fftlJ() J.r., •... 1 

30.'':1Safe· tilarb~rr,:::,!Jp·erilifa::ofther~Gticein )t:~-~ -~ , '·1 -c:r-~r-: _., · · .:., ~o;~·}''':;:.· 
G:d~ts_~·-n 'il~)r·\·[-"'l ; t12~ 1r-} \i;)PLt~Y'1U~)~J":Ot~1 ~-J"1 (~;~~~c..-; ··~:!('1 ·t tY~ c~t,dq4~J.-8H) ~f:Hi11Ui ~)r'l!-·, sr·-~:)sh~)t~~~~ . · ·:· 

(a) "Ehe;hdtificatitin'eesb.rio~&fiih:: seotiorns 2tll·t;2V,lZB~ra:rn.oJ'i~·9's'nalf~be:swb'mitte:GJ :td:!tm·e.r. · ' 
Board on or before the irrdr~icHJalilf>egirt's·,~r.actice\ir:ii8'alif:arr:lia:}ulilaer:,gi"i)ractic'9:'pri\iUe·gre~ 
However, during the period January 1, 2006, through December 31, 2007, an individual 
s hallniii&t:'!Se)deerfted'~te se8iF1 \Jrolatrafi'"of illli's'::afflolet:-or>"4xr:ticle rs':!~ ~of4m·,~;f¥ocb1Jr:lta!'le'fiAGt. 
(commencing with Business and Professions Code Section 5096) solely ID'e·ca~rn·s·eal;reJ ci:>:r; _., 

she begins the practice of public accounting in California prior to giving notification, 
provi~e~whfi·C:Jtlrrcat:fe'n is: su6.ff!:i~ea \¥i,Jifl1i~ tNte ~oUslh'e§;§;:~d~~s·j;~f''tmi~lGI8"te~pha·~tibe~:ID:e~J'itriis., r} 
Af.it ifl'(:Hvii:lilil IV/iho givesQnotifi6:ati'Ciff.l1~t&.:,£t:te Jffiea'rd·iwitm'lrfi,ifilile; f.i~ei:ea·~~pefi0.(:tipr:o!lr.id:e'C.i.ldihlitL 

thiS'i:;seetr~h's~alrrbe'\.a'ee:fn\l'ea to'·f11ia~·e\ia'iipfacti'Se~,~pritlilE3g~~-ft6.~mt (tlte1fi'rrst<ltaWoftprantiee irir'1 
Califd~Pnia~~ \.-·~.:- .·~;!(jJ:\:·,(:1 ,~; "·>·' ,d· J~ .-:"\1·r;c··· ~ ·::·2)li-t.r~?, 1 ~./r:-1·-),:~tc·;():; · ~ /(~ :·;~}"'~~~3>~.~ 

~ .• -, .... ' .. 
~J:t.-;_ . \·' ·' j j'.J' ...,...:'··· \' 

(b) The Board may issue a fine of to for notifying the Board m0re':~: Io. ,.~ 

than five business days after beginning practice in California. 
·--··.-.: , .-J,~,. . ~-~ •. - .. :l', ~~· '(" '""\~L :f...~c·t t ,_-::.~·1~·(,.. ;tt['t ·'• 

"'t, 
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31. Payment of the Fee. 

The fee required by Section 70(h) must be received by the Board within 30 days of the 
date of notification. 

(a) An individual is subject to fine of __ to __ for the first failure to pay the practice 
privilege fee within 30 days of the commencement of the practice privilege, including 
attempting to pay with a check that is subsequently dishonored. 

(b) An individual is subject to fine of to for any subsequent occurrence of 
failure to pay the practice privilege fee within 30 days, including attempting to pay with a 
check that is subsequently dishonored. 

(c) An individual is also subject to an administrative suspension for failure to pay the 
fee, including attempting to pay with a check that is subsequently dishonored. This 
administrative suspension shall remain in effect until the Board gives its approval for the 
individual to resume practice and shall not extend the term of the practice privilege. 

32. Board Approval Required Prior to Commencement of the Practice Privilege. 

(a) No individual may practice public accountancy in California under a practice privilege 
without prior approval of the Board if he or she has, or acquires at any time dming the 
term of the practice privilege, any of the following conditions: 

(1) The individual is convicted of a crime other than a minor traffic violation. 

(2) The individual has had a license or other authority to practice a profession 
issued by a state, federal, or local agency or court or the Public Company 
Accounting Oversight Board (PCAOB) revoked, suspended, denied, surrendered, 
put on probationary status, or otherwise sanctioned or limited, except for the 
following occurrences: 

(A) an action by a state board of accountancy in which the only sanction 
was a fine of less than $ or a requirement that the individual complete 
specified continuing education courses. 

(B) the revocation ofa license or other authority to practice public 
accountancy, other than the license upon which the practice privilege is based, 
solely because of failure to complete continuing education or failure to renew. 

(3) The individual is the subject of an investigation, inquiry, or proceeding by or 
before a state, federal, or local co1.1rt or agency (including the PCAOB) involving his 
or her professional conduct. 

(4) The individual has had a judgment or arbitration award in an amount greater than 
$30,000 entered against him or her in a civil matter alleging actionable conduct in the 
practice of public accountancy. 
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(5) The individual held a practice privilege in California that expired while under 

administrative su:sp·ensia~rd:wwitl\l ·an"t;mpa·itHine? . ·' . ., ; ··' ~. . , ·· 


(6) The individual has failed to respond to a request for information from the Board 
re~rar.dii71g~E:trmatter relratecPtota~&~rrent or prior practite1p~i'lil'e·ge ... "' " 

..... ~·'"~.t~\J>;r· 1 i .-, ,~:.·, .;.••.~:r... rJ ~rtf"'· .. · .- .. -::tn·~"~"'', -~,.. t-4 1 ') :>\!'~ ~·t 

(b) The practice privilege ieP§i!itdje'€-t<l~ adm:in'istrafive ·sus·pevisi·er.r if afl'ylof'*l<l'e conditio·rrs 
listed in subsection (a) of this section occur during the term of the practice privilege. 

r:~ '.")n~~"f''1d :""· ~ ~·\~, !1 • 	 "\t1 ·" .Et 

33. Changes to Information on the Notification. 

(a) Ariili'ndividual;,sHaiPreporVin!Wnitii:l'g t<:>·~r.leHBoatd'<l:t;J'ange·s- irtrAtt.le ·i!ilfOrr:Fiatimr:i re~mrte'd 
on the nelifiG'atio'ri\'WitniM 3rD'·da;IS."of·,leann~iifll'9:c;,'fJth'~}cl:\a!ng·evf,o ;· · · ; -,. · 

~~-
1

." ,:~ ~~"' v-:·1'\,/ J f\ J ~:,/.;$ ';~t'', ;;r~ '; \ 1···''!1 1 .~.,~ ..- t: " ., r.~~flt"~1 tt)~;..! f!.t:,•"l~';' i;.:. '~~' ftf{!;~"\ '• ",. ·, r·r 

1(b) An ihdhiidwaHs ~swbjec;;Hd•'a ··nr1e 'ofh ')\ ·~;· id',·_")'_·__L·'fG>nfa'iiUIPe'lto,ic'dmply;Witb tthe:·)r· 
requirements of this section. 

34. Response to Board Inquiry. 
'•·; "'<{/• "~J"');·y~:f)' "'~ -1 ··~-~:'}i~'~!, :;! .. '"'},t.,.;! 	 ;11 ' 

Failufre to·:cemfl)'lf'With·'tf.re obligati{!)n!fo(.tespitii:Jd)to·~E3'darcel,~h:rG:fhi~ry.ij1orsu·ant1tm,se~Gtidn:• · 
5096(e)(5) could result in oneE:orJmWtE:!tmt7ttlli;E!r.fl)111t5wi'fug1!0 ·trs ''lQsit'tnG· 9"'iit:J{4''fl :;r\t ~·"··'" · 
(a) Issuance of a fine of to __. 
(b) An ad m'it1·f§'trativt{1stil'spensimlii·· ®fi2a'·:curr'Sillt:p1Pa'Cti·ee:.pil:i~il'e'§'e:pursi.rarii.t>td'hBusH1ess 
and Professions Code Section 5096.4. 
(c) The te·~tiir~trH~rit to~'~hft~ih':tHe:ia'P>:p>'~m17al~ofc.tne Be'a:~d~heftm~ e0~iililrimerirciii'&rttm.,pifat5tice 
Under a fUtUfe::pfa·ct:fce<pfrjsJfle@~. 1 ' ~ .dO'J •v .,:,_.: fl')(;'. '} b; •;·V"'i t-:; ,1[1 . •·";;L)e.f: 

:",C.''-"rJ~,c"':';;nw:;;• ..__.......... ~t"''i·r1~'~·b
• "" - ~ 	 .;:Cir'-·,,ll~)q\

> ' -
h"~F·>f-i

.:1 J 
•r1P.1;:;!r-t•':!!"1')

,,o, \!
'--> 	 • L- .-('< • 
l''\'Z!.ht-~<:1!,, ..\,..,li,::.

• -·· • ~ l~ •"'" 	 ·-' 

35. 	 Continuing Education Requirement. ""~~'Jr"i<'•r 
'"i(}'j~·.,"•f.;f:: 'l ·h)r•· I• \t.:(;::}:H· · J t '> )'lb~ ...; ,~ '{ti -· r!l.r 

An indiv1Gl8a'P pf.adficiftg 'fUW:I~t a'~taotieef'p'rhtilege·shall meet fhevcs·0ntii11JJfhg ·educatio-n 
requirements of the state issuing the license up'of.ilwt:fidh:}t~e:ip:>ractioe;pri\ltl·ege .is ·ba·sed 
pursuanttsi~e'sti'Q''f.l(125~GI)?t rr'\' ":J(I*,, ''i ·-=~$'1'ti::it ,.., 'r; ·•IIF'' 1 H""~" ,r· ;:! 

~"\~'<~~11·n·~~ 4::Vlt;'1Eru·~ Jt t .·{Jtr\ft ~··" QU '9;?·r~~ ... ~t, '2'r·~~· rlf-1 :·t ;s(w""" !~)~""'~-: ·.-: ')t~ 

Section 70. Fees. 
·. " i '{ .tt:S~·-,~ 'f) ~(i . · J ,;r· ~1(~GR.C~II~~fl lih i'\;; :7r~j ~i!t ELHJfVlt.Jnt H t_.. 

1(a) ('1 ~ OcYmrnef!l olrfg 1!1 Gly 1' ;'' 20011~ 'tht!''f£l'EYs''te.~J1j;E:l 'Gi-ll:lFgeEI":eabF.r:Ca;fifan:l'ia~dpp:licafJt:fn.r:r: 
the paper and pencil certified public accountant examinatiof.l~·'rt:rc'ludia:g;:daob~·ap:plicdnt 
for re examination, shall be an application fee of $60 and a fee of $36 for each part of 

1the'Pexal"ffirl'a:t{OA F9't{80St9d''b~y:t!iEj-af)plica;f.l't ' -, '·~~fT'i~b~; -~Sri f; 1 ,cy !' [· 


(Z)'*trfe 'feel tcl"':le bhsfrgeti e{adtJ:::applib~nt:'fram antJtF.l'eF. sta:te·:~:·~~F.l:o':s·i!s~fiwtee~pap:e.r aF.!~ 

pencil sertified public accountant examination in Califomitttst::ftdkiYe::crtdtdt:of'·$7-B':r ··.~;.' ·­



f61 Commencing January 23, 2004 the fee to be charged each California applicant for 
the computer-based Uniform Certified Public Accountant Examination, shall be an 
application fee of $100 for issuance of the Authorization to Test to first-time applicants 
and an application fee of $50 for issuance of the Authorization to Test to repeat 
applicants. 

(b) Commencing July 1, 2001, the fee to be charged each applicant for issuance of a 
certified public accountant certificate shall be $250. 

(c) The fee to be charged each applicant for registration, including applicant for 
registration under a new name as a partnership or as a corporation, shall be $150. 

(d) Commencing July 1, 2000, the fee to be charged each applicant for the initial permit 
to practice as a partnership, a corporation, or a certified public accountant shall be 
$200. 

(e) Commencing July 1, 2000, the fee to be charged each applicant for renewal of a 
permit to practice as a partnership, a corporation, a public accountant, or a certified 
public accountant shall be $200. 

(f) The fee for the processing and issuance of a duplicate copy of a certificate of 
licensure or registration shall be $10. 

(g) The fee for processing and issuance of a duplicate copy of a registration, or permit 
or other form evidencing licensure or renewal of licensure shall be $2. 

(h) Commencing January 1, 2006, the fee to be charged an individual for a practice 
privilege pursuant to Business and Professions Code Section 5096 shall be $100 
annually. 

Note: Authority cited: Section 5010 and 5018, Business and Professions Code. 
Reference: Sections 122, 163 and 5134 Business and Professions Code. 
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Practice Privilege TF Agenda Item IV. 
November 18, 2004 

Board Agenda Item VIII.F.4.c. 
November 19, 2004 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO 


CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096: 


Name: 	 Prior Name(s): 

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number Fax Number Business 
{business hours): {business hours): E-mail: 

Date Of Birth: 	 I Social Security Number: --------------- ­

QUALIFICATION REQUIREMENTS: 

I am an individual. 

2. 	 My principal place of business is not in California and I do not have an office in California 
other than through a firm that is registered in California and of which I am an employee or 
I have a pending application for licensure in California under Sections 5087 and 5088. 

3. 	 I am qualifying for Practice Privilege based on my valid license to practice public 
accountancy in the following state: 

State: License Number: 	 Date Issued: 

4. 	 0 a. The state of licensure identified in item 3 is deemed substantially equivalent by the 
California Board of Accountancy (see Appendix 1 for list of substantially equivalent 
states); OR 

0 b. My individual qualifications have been determined by NASBA to be substantially 
equivalent (NASBA file no. ); OR 

0 c. 	 I have continually practiced public accountancy as a certified public accountant under a 
valid license issued by any state for 4 of the last ·1 0 years. 

5. 	 I understand that I may sign a report on an attest engagement under this privilege to 
practice only if I have at least 500 hours of experience in attest services. 

6. 	 I agree to abide by the laws of the State of California, including the California 
Accountancy Act {Business and Professions Code Section 5000 et seq., accessible at 
http://www.dca.ca.gov/cbalacnt_act.htm) and the regulations thereunder (accessible at 
http://www. dca.ca.gov!cbalregs.htm). 



j . 

,l ,:-.~; ,. 1-'• ' ...',;...', 	 ~(. ]:1· .~\,:.:~;: ,)l;/.. ' ·~~:1 .. J: ~ 

I consent to the personal and ·s.t~bje?t'mC;l~epjwr:i:sG:Ii~tJ.QrJ 0f,:the California Board of 
..,-w,,...•·.,·~··" ..J~ccour1tar1cv (CBA) including, bLJFnpf~limit,e~(to;"ff.tt9!f&.llowing: 

To suspend or revoke, without P~i9KQ6ii:6;~ o·(;~~§.r.fng and in the sole dis 
CBA or its representatives,,:the.!Yriv.ile@e tc:>·practice·pwblic accounting; 

b. 	 To impose discipline for any violation of the California Accountancy Act of regfu 
.th~~~up.(l~J.an~ r~cover costsior.\inv, ,xmq~,~;p;u.tion; and 

c. 	 To:~r6vi6ie~Trnftciir.i:rriation relatin'ffto ·a pra _ c-·~·-·aTili11k'>r tefer any additional and 
further discipline to the board of accountancy of any other state and/or the SEC, 
B'C/Ntas; .Q:r'<O>.tt1fer~relehta:ot:~rragt~t!~~{)r~ra:~~tbo:t~t;iest1:;;t ll''' J :lYi~). · v~o ," ·, ', 

1
8. 	 I agree tq ·r,~9,h~~4:rrW~:~h"{#~a . ' -~ct,?k::r~l~@?;~ to my 

California practice' privl(eg·ei, 'inclu 'this privilege: 

9. 	 I consent to the authority of the CBAto\v.erify th'e accuracy and truthfulness of the 
information provided in this notification. I consent to the release of all information 
relevant to the GSA's inquiries now or in the future by: 
a. Contacting other states; 
b. Contacting the SEC, PCAOB or any other federal agency before which I am 

authorize0 to practice; and 
c. Contacting NAS.~A.,. .,.. : 

10. I am submitting this·nolice to the CBA: ,· ,. 

D at or b~fore the time I begin the.p;t~cJ~-~ qf 1 BY.~IiP~8P:OUntancy in California) OR 

within five business days of beginni~g. the pr~ctice of public acc~~~t~~~MJ11~2,~~fQr9,i~·e~::1
_/_!_. My reason(s) for not prov1d1ng not1ce on or before that date: 

11. 

~y.. "'. t ·;.?..,"i::.;<')i ... ;j ~· .. · -·~}-J ~~>-·::.' ,~ ··,.-·._··~;~-'::x.:~ 1 ;1 .·r~rvi.i£ . 
12. 	 In ~he eve~t that any of the 1nformat1.on. in th1s notice.t89,~11~JW,vt)4'Mll J]>y~9\lr.d~; tn~tC~A, 

wntten not1ce of any such change w1tl"lln 30 days of tts occ·urrence. 

13. 	 I am concurrently submitting the fee of $1 00.00. 

DISQUALIFYING:tQG:NIDI;r!lai~s·:r, "'; :­

Please check any of the items below that apply. For any checked items in (1)-(6), you mJ~t provltle additional 
information as reque.siea:irrr·iJJ;ttt:tcmtrreht4'Daf.retiy.pu)are n·et autherized·toJpliaJ:;ti{:e:,iq_.CalifdJtrnia J!JitJ/ess and 
until you receive notice from the CBA that the privilege lias>rbeen gr_anteilb~:; :.\·~' •r..-, or:· 

D 1. I ha\/e 1Detfn·1cr:OPJV.ictsdtef a:·~riir:me'JOtht:r tharrva•rnimer traffic v.ielati®:nr.: ·/"' 'i ·~· 
~!-~G;~:~~\f tJ ~ ~~~l~;.:;J{ ~;'"n !o J:,:;. "'(~": c>~r ""~':! \.'(18. '/~) ~\i!}f ;~;~:;-.} .. :-.;~t i ·-t, <:·, 

2. 	 I have had a license, registration, perm1t or autnority to practu::e a profession 
surh3md'Eir.s'd; d~mie'd~' sus~EHrde:dpre~0~~!tl;· on:>therwise disci~lir~e-Gi 0r~s'iirimtior.JeGI except 
for the followin~;r·occurrences: 

(A) 	 an ac;!i91:1 .by:~~. stp.t~.?-, fe~er~~,l, 9_.r loc~l.,agenp.v..or co.u rt pJ t,he PCAp§ L~ .Y'~ ich th~ only 
sanction was a fine:·of lessthEtn ,$ ...Qr a r;equir~emenfthat tt\e ifldiviaual cdffiplete 

~··:;;,, '~~~:·•"Jtf,} {./"~';) .,.'.,~.:":;-·,~·<·~,. -i.-.•',J;,l.~o/~~;.i'<'.:-~...·vi.J'"""'"' ,, <+kh~ ~ ';' ~.~ v' ~·l ,v:;i.l•f :' •' :' !''· · .,/., ./· 

(s):.·f~/-~~~B~~t2~~811~·~i~~~:#~j~{~e~r;~ HHI'io :R(a~fi8~-1?4~JtS:~e¢~~:~i~~6sY: ot~~t 
than the license upon which the practice privileg·e is basEi8', solelyl>ecalise· of failure 
to complete continuing education or failure to renew. 
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D 3. 	 I am currently the subject of an investigation, inquiry or proceeding by or before a state, 

federal, or local court or agency (including the PCAOB) involving my professional 

conduct. 


-, 4. 	 I have an unresolved administrative suspension or an unpaid fine related to a prior 

California practice privilege. 


D s. 	 I did not respond to a request for information from the Board related to a prior practice 

privilege. 


D e. 	 I have had a judgment or arbitration award against me in an amount of $30,000 or 

greater that involved allegations relating to my professional conduct. 


ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: 	 License Number: ______ Other Authority: 

State: 	 License Number: ______ Other Authority: 

·1 wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. D Yes D No 

.. I am an associated person of a firm registered with the PCAOB. 0 Yes 0 No 

My office where r have. my principal place of business undergoes peer review. D Yes 0 No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 

this requirement. D Yes 0 No 


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

Signature: 	 Date: 

Your privilege to practice commences with the submission of your completed notification and your fee. 

Your privilege expires one-year from the date of this notice. 
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----- ------

>TAT-E OF CAl-IFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

<A=--­r -:wner 
.airs 

1. If you checked any of items 1 


CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: ,916) 263-3675 


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


ATTACHMENT X 


- 6 under disqualifying conditions, please provide explanatory details: 

2. If you checked item 6 under disqualifying conditions, please also provide: 

Date of Judgment! 

Arbitration Award: Jurisdiction/Court: Docket No: 


4 




.. State of California California Board of Accountancy
' Depz ''tment of Consumer Affairs 

/ .., 	 2000 Evergreen Street, Suite 250
""· Sacramento, CA 95815-3832 

Memorandum 
Practice Privilege TF Agenda Item IVA 
November 18. 2004 

Board Agenda Item VIII.F.4.c.i. 
November 19. 2004 

To 	 Practice Privilege Task Force Members 
Board Members 

From 	 Patti L. Franz 

Licensing Mana 


Date November 8, 2004 

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

Subject: 	 Electronic Signature for Practice Privilege Notification Forms Submitted 
Via the Web 

Because it is envisioned a majority of out-of-state licensees will submit their 
notification form on-line, the Task Force requested staff to develop language for the 
on-line signature block for the notification form. Therefore, staff recommend the on­
line version of the form include the language provided in Attachment 1.. 

Attached for review are California Civil Code Sections 1633.1- 1633.17, the 
Uniform Electronic Transactions Act (Attachment 2). Section 1633.2(h) states: 

"Electronic signature" means an electronic sound, symbol, or process attached 
to or logically associated with an electronic record and executed or adopted by 
a person with the intentto sign the electronic record. 

Below are the assumptions regarding the notification process for a California 
Practice Privilege: 

• 	 The Notification and Agreement to Conditions for the Privilege to Practice Public 
Accounting in California will be available on the Board's Web site. The · 
individual will have the option of completing the form on-line or downloading the 
form from the Web site. The downloaded form would have one signature line 
(Attachment 3); the on-line form another (Attachment 4). 

• 	 The individual will have a five-day safe harbor period for practice privilege 
notification. 

• 	 Practice privilege will commence on the date the notice is submitted, unless the 
individual answers affirmatively to any of the disqualifying questions. 

• 	 The individual must submit a $100 payment to the Board, which needs to be 
received within 30 days of notification pursuant to Section 5096(d) of the 
Business and Professions Code. 

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

Attachments 



Attachment 1 

I understand that any misrepresentation or omission in connection with this 
notification is cause for termination of my practice privilege in California. 
Further I authorize the California Board ofAccountancy to act accordingly, 
including notifying other state or federal authorities. By typing my name in 
the box below and clicking the "I Agree" button I certify under penalty of 
perjury under the laws of the State of California that the information 
contained in this notice is true and correct If I am not prepared to so certify, I 
understand that I should click the "Cancel" button to discontinue the 
notification process. 

Full Name 

I A ree Cancel 
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CALIFORNIA CODES 
CIVIL CODE 
SECTION 1633.1-1633.17 

ATTACHMENT 2 


1633.1. This title may be cited as the Uniform Electronic 
Transactions Act. 

1633.2. In this title the following terms have the following 
definitions: 

(a). "Agreement" means the bargain of the parties in fact, as found 
in their language or inferred from other circumstances and from 
rules, regulations, and procedures given the effect of agreements 
under laws otherwise applicable to a particular transac~ion. 

(b) "Automated transaction" means a transaction conducted or 
performed, in whole or in part, by electronic means or electronic 
records, in which the acts or records of one or both parties are not 
reviewed by an individual in the ordinary course in forming a 
contract, perfo.rming under an existing contract, or fulfilling an 
obligation required by the transaction. 

(c) "Computer program" means a set of statements o.r instructio:1s 
to be used directly or indirectly in an information processing system 
in order to bring about a certain result. 

(d) "Contract" means the total legal obligation resulting from the 
parties' agreement as affected by this title and other applicable 
law. 

(e) "Electronic" means relating to technology having electrical, 

digital, magnetic, wireless, optical, electromagnetic, or similar 

capabilities. 


(f) "Electro:1ic agent" means a computer program or an electronic 
other automated means used independently to initiate an action or 

respond to electronic records or performances in whole or in part, 
·without review by an individual. 

(g) "Electronic record" means a record created~ generated, sent, 

communicated, received, or stored by electronic means. 


(h) "Electronic signature" means an electronic sound, symbol, or 
process attached to or logically associated with an electronic record 
and executed or adopted by a person the intent to sign the 
electronic record. 

(i) "Governmental agency" means an executive, legislative, or 
judicial age:1cy, department, board, commission, authority, 
institution, or instrumentality of the federal government or of a 
state or of a county, municipality, or other political subdivision of 
a state. 

(j) "Information" means data, text, images, sounds, codes, 

computer programs, software, data bases, or the like. 


(k) "Information processing system" mea:1s an electronic system for 
creating, generating, sending, receiving, storing, displaying, or 
processing information. 

(1) "Person" means an individual, corporation, business trust, 
estate, trust, partnership, limited liability company, association, 
joi:1t venture, governmental agency, public corporation, or any other 
legal or corrmercial entity. 

(m) "Record" means information that is inscribed on a tangible 
medium or that is stored in an electronic or other medium and is 
retrievable in perceivable form. 

(n) "Security procedure" means a procedure employed for the 
~rpose of verifying that an electronic signature, record, or 

performance is that of a specific person or for detecting changes or 
errors in the information in an electronic record. The term includes 

http://www.leginfo .ca. govIc gi-binJwaisgate?W AISdociD=948 53 227722+5+0+0& W AISaction=retrieve 1118/2004 
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identifying words or numbers, encryption, or callback or other 

acknowledgment procedures. 


(o) "Transaction" means an action or set of actions occurring 

between two or more persons relating to the conduct of business, 

commercial, or governmental affairs. 


1633.3. (a) Except as otherwise provided in subdivisions (b) and 
(c), this title applies to electronic records and electronic 
signatures relating to a transaction. 

(b) This title does not apply to transactions subject to the 

following laws: 


(1) A law governing the creation and execution of wills, codicils, 
or testamentary trusts. 

(2) Division 1 (commencing with Sedtion 1101) of the Uniform 

Commercial Code, except Sections 1107 and 1206. 


(3) Divisions 3 (commencing with Section 3101), 4 (commencing with 
Section 4101), 5 (commencing with Section 5101), 8 (commencing with 
Section 8101), 9 (commencing with Section 9101), and 11 (commencing 
with Section 11101) of the Uniform Commercial Code. 

(4) A law that requires that specifically identifiable text or 

disclosures in a record or a portion'of a record be separately 

signed, including initialed, from the record. However, t.f.J.is 

paragraph does not apply to Section 1677 or 1678 of this code or 

Section 1298 of the Code of Civil Procedure. 


(c) Th.is title does not apply t'o any specific t,ransaction· 
described in Section 17511.5 of the Business and Professions Code, 
Section 56.11, 56.17, 798.14, 1133, or 1131 of, Sectioris 1350 to 
1376, inclusive, of, Section 1689.6, 1689.7, or 16'89.13 of, Chapter 
2.5 (commencing with Section 1695) of Title 5 of Part 2 of Division 3 
of, Section 1720, 1785.15, 1789.14, 1789.16, 1789·.33, or 1793.23 of, 
Chapter 1 (commencing with Sectlon"T80T) of Title 2 o.f Part 4·. of 
Division 3 of, Section 1861.24, Y862.5, 19!7.712, 19l7.713, 1950.5, 
1950.6, 1983,. 2924b, 2924c, 2924£, 2924i, 2924j, 2924.3, or 2937 of, 
Article 1. 5 (commencing with Section 294:S) of Chapter 2 of Title 14 
of Part 4 of Division 3 of, Section 2954.5 Ol!· 2963. of, Cqapter 2b 
(commencing with Section 2981) or 2d (commencing with Se,ctior:J. 298.5.7) 
of Title 14 of Part 4 of Division 3 of, or Section 3Q71.5 of, the 
Civil Code, subdivision (b) of Sectioh 18608 or Secti<on 22328 of the 
Financial Code, Section 1358.15, 1365, 1368.01, 1368.1, 1371, or 
18035.5 of the Health and Safety Code, Settion 658, 662, 663, 664, 
666, 667.5, 673, 677, 678, 678.1, 786, 10083, 10086, 10087, 10102, 
10113.7, 10127.7, 10127.9, 10127.10, 10197, 10199.44, 10199.46, 
10235.16, 10235.40, 10509.4, 10509.7, 11624.09, or 11624.1 of the 
Insurance Code, Section 779.1, 10010.1, or 16482 of the Public 
Utilities Code, or Section 9975 or 1~738 of the Vehicle Code. An 
electronic record may not be substituted for,•any·notice that is 
required to be sent pursuant td Section 1162 of the Gode of Civil 
Procedure. Nothing in this subdivision shail be construed to 
prohibit the recordation of any document with a county recorder by 
electronic means. 

(d) This title applies to an elect~oni6 record or electronic 
signature otherwise excluded from the application of this title under 
subdivision (b) when used for a transaction subject to a law other 
than those specified in subdivision (b). 

(e) A transaction subject to this title is also subject to other 
applicable substantive law. 

(f) The exclusion of a transaction fromthe applic;ation of this 
title under subdivision (b) or (c) shall be con-strued only to exclude 
the transaction from the application of this title, but shall not be 
construed to prohibit the t'ransactllb'rf £.t"ortl be.ing oonduGtF!d by 
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·electronic means if the transaction may be conducted by electronic 
means under any other applicable law. 

~.4. This title applies to any electronic record or electronic 
~ ~nature created, generated, sent, communicated, received, or stored 
on or after January 1, 2000. 

1633. 5. (a) This title does not require a record or signature to be 
created, generated, sent, communicated, received, stored, or 
otherwise processed or used by electronic means or in. electronic 
form. 

(b) This title applies only to a transaction between parties each 
of which has agreed to conduct the transaction by electronic means. 
Whether the parties agree to conduct a transaction by electronic 
means is determined from the context and surrounding circumstances, 
including the parties' conduct. Except for a separate and optional 
agreement the primary purpose of which is to authorize a transaction 
to be conducted by electronic means, an agreement to conduct a 
transaction by electronic means may not be contained in a standard 
form contract that is not an electronic record. An agreement in such 
a standard form contract may not be conditioned upon an agreement to 
conduct transactions by electronic means. An agreement to conduct a 
transaction by ele6tronic means may not be inferred solely from the 
fact that a party has used electronic means to pay an account or 
register a purchase or warranty. This .subdivision may not be varied 
by agreement. 

(c) A party that agrees to conduct a transaction by electronic 
means may refuse to conduct other transactions by electronic means. 

a seller sells goods or services by both electronic and 
.~lectronic means and a buyer purchases the goods or services by 

conducting the transaction by electronic means, the buyer may refuse 
to conduct further transactions regarding the goods or services by 
electronic means. This subdivision may not be varied by agreement. 

(d) Except as otherwise provided in this title, t!J.e effect of any 
of its provisions may be varied by agreement. The presence in 
certain provisions of t!J.is title of the words "unless otherwise 
agreed," or words of similar import, does not imply that the effect 
of other provisions may not be varied by agreement. 

1633.6. This title shall be construed and applied according to all 
of the following: 

(1) To facilitate electronic transactions consistent with other 
applicable law. 

(2) To be consistent with reasonable practices concerning 
electronic transactions and with the continued expansion of those 
practices. 

(3) To effectuate its general purpose to make uniform the law with 
respect to the subject of this title among states enacting it. 

1633.7. (a) A record or signature may not be denied l~gal effect or 
enforceability solely because it is in electronic form. 

(b) A contract may not be denied legal effect or enforceability 

~lely because an electronic record was used in its formation. 


(c) If a law requires a record to be in writing, an electronic 
record satisfies the law. 
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(d) If a law requires a signature, an elect·ronic signature 
satisfies the law. 

1633.8. (a) If parties have agreed to conduct a transaction by 
electronic means and a law requires a person to providei send,_ or 
deliver information in writing to another person, that requirement 1s 
satisfied if the information is provided, sent, or delivered, as the' 
case may be, in an electronic record capable of retention by the 
recipient at the time of receipt. An electronic record is not 
capable of retention by the recipient if the sender or its 
information processing system inhibits the ability of the recipient 
to print or store the electronic record, 

(b) If a law other than this title requires a record to be posted 
or displayed in a certain manner, to be sent, communicated, or 
transmitted by a specified method, or to contain information that is 
formatted in a certain manner, all of the following rules apply: 

(1) The record shall be posted or displayed in the manner 

specified in the other law. 


(2) Except as otherwise ptovi:ded in paragraph (2) of.subdivision 
(d), the record shall be sent, communicated,· or transmitted by the 
method specified in the other law. 

(3) The record shall contain the infG>rmation formatted in the 
manner specified in the other law. 

(c) If a sender inhibits the ability of a recipient to store or 
print an electronic reco-rd, the electronic record is not enforceable 
against the recipient. 

(d) The requirements of this section may not be varied by 
agreement, except as follows: 

(1) To the extent a law other than this title requires information 
to be provided, sent, or delive<red in writing but permits that 
requirement to be varied by agreement, the requirement under 
subdivision (a) that the informati.en·be in the form of an electronic 
record capable of retention may· also- be· varied by agreement. 

· ( 2) A requirement under a la·w ott11.er" than this title to send, 
communicate, or transmit a record·by first-class mail may be varied 
by agreement to the extent permitted by the other law. 

1633.9. (a) An electronic record or electronic signature is 
attributable to a person if it was the act of the person. The act of 
the person may be shown in any manner, including a showing of the 
efficacy of any security procedure applied to determine the person to 
which the electronic record or electronic signature was 
attributable. 

(b) The effect of an electronic record or electronic signature 
attributed to a person under subdivision (a) is determined from the 
context and surrounding circumstances at the time of its creation, 
execution, or adoption, including the parties' agreement, if any, and 
otherwise as provided by law. 

1633.10. If a change or error in an electronic record occurs in a 
transmission between parties to a transaction, the following rules 
apply: 

(1) If the parties have agreed to use a security procedure to 
detect changes or errors and one party has confm::med to the 
procedure, but the other party has not, and the nonconforming party 
would have detected the change or error had that party also 
conformed, the conforming party may avoid the e-ffect of the changed 
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.or erroneous electronic record. 
(2) In an automated transaction involving an individual, the 

individual may avoid the effect of an electronic record that resulted 
from an error made by the individual in dealing with the elecfronic 
agent of another person if the electronic agent did not provide an 

0rtunity for the prevention or correction of the error and, at the 
.e the individual learns or the error, all of the following 

conditions are met: 
(i) The individual promptly notifies the other person of the error 

and that the individual did not intend to be bound by the electronic 
record received by the other person. 

(ii) The individual takes reasonable steps, i~cluding steps that 

conform to the other person's reasonable instruc~ions, to return to 

the other person or, if instructed by the other person, to destroy 

the consideration received, if any,· as a result of the erroneous 

electronic record. 


The individual has not used or received any benefit or value 

from the consideration, if any, received from the other person. 


(3) If neither paragraph (1) nor (2) applies, the change or error 

has the effect provided by other law, including the law of mistake, 

and the parties' contract, if any. 


(4) Paragraphs (2) and (3} may not be varied by agreement. 

1633.11. (a) If a law requires that a signature be notarized, the 
requirement is satisfied with respect to an electronic signature if 
an electronic record includes, in addition to the electronic 
signature to be notarized, the electronic signature of a notary 
public together with all other .information required to be included in 
a notarization by other applicable law. 

(b) In a transaction, if a law requires that a statement be signed 
'.nder penalty of perjury, the requirement is satisfied with respect 
an electronic signature, if an electronic record includes, in 

addition to the electronic signature, all of the information as to 
which the declaration pertains together with a declaration under 
penalty of perjury by the person who submits the electronic signature 
that the information is. true and correct. 

1633.12. (a) If a law requires that a record be retained, the 
requirement is satisfied by retaining an electronic record of the 
information in the record, if the electronic record reflects 
accurately the information set forth in the record at the time it was 
first generated in its final form as an electronic record or 
otherwise, and the electronic record remains accessible for later 
reference. 

(b) A requirement to retain a record in accordance with 
subdivision (a) does not apply to any information the sole purpose of 
which is to enable the record to. be sent, co~~unicated, or received. 

{c) A person may satisfy subdivision (a) by using the services of 
another person if the requirements of subdivision (a) are satisfied. 

(d) If a law requires a record to be retained in its original 
form, or provides consequences if the record is not retained in its 
original form, that law is satisfied by an electronic record retained 
in accordance with subdivision (a). 

(e) If a law requires retention of a check, that requirement is 
cisfied by retention of an electronic record of the information on 

the front and back of the check in accordance with subdivision (a). 
(f) A record retained as an electronic record in accordance with 

http://vrww.leginfo.cagovIcgi -bin!waisgate ?WAISdociD=60291325060+0+0+0& W AISaction=retrieve 10112/20( 
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subdivision (a) satisfies a law requiring a person to retain a record 
for evidentiary, audit, or like purposes, unless a law enae'ted after 
the effective date of this title specHically proM:l::5:i.Jt's the use of 
an electronic record for a specB:.i'etf j;mrpose. 

(g) This section does not preclude a governmental ·agen6y from 

specifying additional requirements for the retention of a record 

subject to the agency's jurisdiction. 


1633.13. In a proceeding, evidence of a record or signature may not 

be excluded solely because it is in electronic form. 


1633.14. (a) In an automated transaction, the following rules 
apply: 

(1) A contract may be formed by the interaction of electronic 
agents of the parties, even if no individual was aware of or reviewed 
the electronic agents' actions or the resulting terms and 
agreements. 

(2) A contract may be formed by the interaction of an electronic 
agent and an individual, acting on the individual's own behalf or for 
another person, including by an interaction in which the individual 
performs actions that the individual is free to refuse to perform and 
which the individual knows or has reason to know will cause the 
electronic agent to complete the transaction or performance. 

(b) The terms of the contract are determined by the substantive 
law applicable to it. 

1633.15. (a) Unless the sender and the recipient agree to a 
different method of sending that is reasonable under the 
circumstances, an electronic recdrd is! sent when: t!he information is 
addressed properly or otherwise'di:tedted·properly to the recipient 
and either (1) enters an informat:tofi proeessing ·system outside· the 
control of the sender or of a person that sent the electronic record 
on behalf of the sender, or (2) enters a region of an information 
processing system that is under the control of the recipient. 

(b) Unless the sender and the recipient agree to a different 
method of receiving that is reasonable under the circumstances, an 
electronic record is received when the electronic record enters an 
information processing system that the recipient has designated or 
uses for the purpose of receiving electronic records or information 
of the type sent, in a form capable of bein~ processed. by that 
system, and from which the recipient is able to :rtetrieve the 
electronic record. 

(c) Subdivision (b) applies even if the place the information 
processing system is located is different' frcn'n· tlae pila,ce the 
electronic record is deemed to'be received under subdivision (d). 

(d) Unless otherwise expressly provided in the etectronic record 
or agreed between the sender and the recipient, an electronic record 
is deemed to be sent from the sender's place of business and to be 
received at the recipient's place of busines~ or, if the recipient is 
an individual acting on his or he~ own behalf, at the recipient's 
place of residence. For purposes of this subdivision, the following 
rules apply: 

(1) If the sender or recipient has more than one place of 
business, the place of business of that person is the place having 
the closest relationship to the underlying traTi.saction. 

(2) If the sender or the recipient does not have a place of 
business, the pl.ace of business is the sender's or recipient's 
residence, as the case may be. 
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(e) An electronic record is received under subdivision (b) even if 
no individual is aware of its receipt. 

(f) Receipt of an electronic acknowledgment from an information 
processing system described in subdivision (b) establishes that a 
record was received but, by itself, does not establish that the 

~tent sent corresponds to the content received. 
{g) If a person is aware that an electronic record purportedly 

sent under subdivision (a), or purportedly received under subdivision 
(b), was not actually sent or received, the legal effect of the 
sending or receipt is determined by other applicable law. Except to 
the extent permitted by the other law, this subdivision may not be 
varied by agreement. 

1633.16. If a law other than this title requires that a notice of 
the right to cancel be provided or sent, an electronic record may not 
substitute for a writing under that other law unless, in addition to 
satisfying the requirements of that other law and this title, the 
notice of cancellation may be returned by electronic means. This 
section may not be varied by agreement. 

1633.17. No state agency, board, or commission may require, 
prohibit, or regulate the use of an electronic signature in a 
transaction in which the agency, board, or commission is not a party 
unless a law other than this title expressly authorizes the 
requirement, prohibition, or regulation. 
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D 3. I am currently the subject of an investigation, inquiry or proceeding by or before a state, 
federal, or local court or agency (including the PCAOB) involving my professional 
conduct. 

4. 	 I have an unresolved administrative suspension or an unpaid fine related to a prior 

California practice privilege. 


5. 	 I did not respond to a request for information from the Board related to a prior practice 
privilege. 

0 	 6. I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct. 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: 	 License Number: __...;_____ Other Authority: 

State: 	 License Number: ------ Other Authority: 

I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. 0 Yes 0 No 

I am an associated person of~ firm registered with the PCAOB. 0 Yes Ll No 

My office where I have my principal place of business undergoes peer review. 0 Yes 0 No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement. 0 Yes 0 No 

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

Signature: 	 Date: 

Your privilege to practice commences with the submission of your completed notification and your fee. 
Your privilege expires one-year from the date of this notice. 
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c 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. 

~ 4. 	 I have an unresolved administrative suspension or an unpaid fine related to a prior 
California practice privilege. 

D 5. 	 i did not respond to a request for information from the Board related to a prior practice 
privilege. 

D e. 	 I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: 	 License Number: _____ Other Authority: 
~----

State: 	 License Number: _____ Other Authority: 

I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. 0 Yes 0 No 

1 am an associated person of a firm registered with the PCAOB. D Yes 0 No 

My office where I have my principal place of business undergoes peer review. 0 Yes D No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement D Yes D No 

J understand that any misrepresentation or omission in connection with this notification is cause for 
termination of my practice privilege in California. Further I authorize the California Board of 
Accountancy to act accordingly, including notifying other state or federal authorities. By typing my 
name in the box below and clicking the "I Agree" button I certify under penalty of perjury under the 
laws of the State of California that the information contained in this notice is true and correct. If I am 
not prepared to so certify, I understand that I should click the "Cancel" button to discontinue the 
notification process. 

Full Name 

I Agree 	 Cancel 

Your privilege to practice commences with the submission of your completed notification and your fee. 
Your privilege expires one-year from the date of this notice. 
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State of California California Board of Accountancy 
''Depaliment of Consumer Affairs 

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

Memorandum 
Practice Privilege TF Agenda Item V. 
November 18, 2004 

Board Agenda Item VIII.F.4.d. 
November 19, 2004 

To Practice Privilege Task Force Members 
Board Members 

Date November 2, 2004 

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

From 

Subject: Processing of Affirmative Responses to Disqualifying Conditions on the Practice Privilege 
Notification Form 

Business and Professions Code Section 5096(g) (Attachment 1) lists disqualifying 
conditions related to California Practice Privilege. At the September meeting, I provided 
the Task Force with the standards and process for evaluating how the disqualifying 
conditions may result in the denial of the practice privilege. 

At the time of notification the out-of-state licensee is required to provide additional 
information on Attachment X of the Notification Form if they answer affirmatively to any 
disqualifying condition, including whether they have been convicted of a crime other than a 
minor traffic violation. 

Therefore, Licensing staff should permit practice privilege if the individual reports the 
following: 

• 	 Any misdemeanor clearly not "substantially related" to the practice of public 
accountancy, such as spousal abuse. · 

• 	 Any misdemeanor, including those which are "substantially related", which are more 
than 15-years old. 

• 	 Any expunged misdemeanor more than five-years old. 
• 	 Any expunged conviction over 1 0-years old. 
• 	 Driving under the influence. 
• 	 Possession/use of a controlled substance. 

Licensing staff should refer all other convictions to the Enforcement Division for review, as 
well as: 

• 	 Professional license discipline or sanction issues. 
• 	 Matters involving investigations or proceedings related to professional conduct. 
• 	 Matters involving judgments or arbitration awards related to professional conduct. 
• 	 Matters involving an unresolved administrative suspension. 

GPN 

Attachment 



Attachment 1 

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

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

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



' ' Attachment 1 

Article 5.1. Practice Privileges 
Section 5096. 

(a) An individual whose principal place of business is not in this state and who has a 
valid and current license, certificate or permitto practice public accountancy from 
another state may, subject to the conditions and limitations in this article, engage in the 
practice of public accountancy in this state under a practice privilege without obtaining a 
certificate or license under this chapter if the individual satisfies one of the following: 
(1) The individual has continually practiced public accountancy as a certified public 
accountant under a valid license issued by any state for at least four of the last ten 
years. 
(2) The individual has a license, certificate, or permit from a state which has been 
determined by the board to have education, examination, and experience qualifications 
for licensure substantially equivalent to this state's qualifications under Section 5093. 
(3) The individual possesses education, examination, and experience qualifications for 
licensure which have been determined by the board to be substantially equivalent to this 
state's qualifications under Section 5093. 

(b) The board may designate states as substantially equivalent under paragraph (2) of 
subdivision (a) and may accept individual qualification evaluations or appraisals 
conducted by designated entities, as satisfying the requirements of paragraph (3) of 
subdivision (a). 

(c) To obtain a practice privilege under this section, an individual who meets the 
requirements of subdivision (a), shall do the following: 
(1) In the manner prescribed by board regulation, notify the board of the individuaPs 
intent to practice. 
(2) Pay a fee as provided in Article 8 (commencing with Section 5130). 

(d) Except as otherwise provided by this article or by board regulation, the practice 
privilege commences when the individual notifies the board, provided the fee is received 
by the board within 30 days of that date. The board shall permit the notification to be 
provided electronically. 

(e) An individual who holds a practice privilege under this article: 
{1) Is subject to the personal and subject matter jurisdiction and disciplinary authority of 
the board and the courts of this state. 
{2) Shall comply with the provisions of this chapter, board regulations, and other laws, 
regulations, and professional standards applicable to the practice of public accountancy 
by the licensees of this state and to any other laws and regulations applicable to 
individuals practicing under practice privileges in this state except the individual is 
deemed, solely for the purpose of this article, to have met the continuing education 
requirements and ethics examination requirements of this state when such individual 
has met the examination and continuing education requirements of the state in which 
the individual holds the valid license, certificate, or permit on which the substantial 
equivalency is based. 



{3) Shall not provide public accountancy services in this state from any office located iii · 
this state, except as an employee of a firm registered in this state. This paragraph does 
not app\lifo public acdeuntancyset:vices proVided· to ·a cilieril·at the client's pla·oe of' . 
business err~re~s~i~eA~ca·~(~~~~~ f 'i_.. , T 	 :~ .'·~ J . '"F~-. ,. ~ ~ '"u I 

(4) fefde~rn~a~t6~h~fEI1at>.,~9i~ted~t~e1iJ:egJllilatory'ag)e'noy·oHJ1~·stateHiilat issuea;t.rtfie · ·.·: · 
indiVifiua]!~:~~rtirie~~~~ nffi·ek'S'e~~oy~~f€mrnt 'uptJ~wwn:i&M :substahtia:l;retjuivatenoy·is~ba:sedfas'· 
the indiviq!Jjal1~:~a@~'nflbM1wh&ffi<nbliee·s,.(sWb'lpee~rilas Of:iOther ·piroC'e~s may me se,vvet!J .. iri<. · · 
any acti0M~ofp¥6c€leefirf!f}i!Jytne o6afcJ:'a'gainst'ttlefifltliViauaJI~> ·: ·· ·· · ·. :" 
(5) ShaiFCobperate Witfii:an~rbears investigatloril or in~uiry ar:t·cksn·allrtimely "r.espond'tCD· a· .... 
board investigation, inquiry, request, notice, demand or subpoena for information or 
documents andtimely provide to the o0ara'fhe idelitified,informatitm and documents. 

it~c;;~ .i ~ L, · ' ~;-·ii>--~<-.1~ :_ • . ,:;.-~'t:~ ·i ) . ··-~ · 

(f) 	A pradtice'pfh/ilege· e*pir.esP0Fie:Vear;frar.rvther~date oHhe,.·mtlitice:;:urMess:a;shorteF; 
perioa··is·;setb~d)oard·:regdlaEi'et-l'. 	 · ;p ,~.,r··~~ ';;· , , · i;J: .,;;.;;,,.< .... 1 . 

:.~,r·.~ 'J~:t.:·:\,..... J,{~~:~ lH~~~ttheffP~·cf~~--~~ "' ·/· ~:~{ ··"'··1 .,.~ i\~ /i,. ·~:·lgc~ 

(g) (1) No individual may practice under a practice~p:riijile:ge~Withoti.ll~!2lld0:napp:r:<tivaLof.the,! 
board if the in~ividual h~s, or acquires at any tim~ during the term of the practice 
privil~gg;}a~.t~t~:~' ifRi~·g·;::~~.. ;~di~iom···;..··undi3~~p~r,a···gr.a!Jh1"(~'9Jof 1:thiiin:s~t)eii:\Zist·ta·ki.".£Y ~.: '.·.. ;
(2) Dlsquahfyln~rcm:rfirtmrrs'lncluae~·; ,,., ·,\A) '"' qd\ .~~~"'"' ''-'i~'""' , : .. · · ~•
{A) Convictlon~of'afiy:,'Gri'n1e 'Otllertharfa mihct.;traffic violatiett: . . ..,. · ·.:· .· 
(B) Revocation, suspension, denial, surrender or ot,her discipline or sanctions.·;in:v:e.,:b:t.irig :; 
any license, permit, registration, certificate or other authority to practice any profession 
in this or any other sta·te ·orf0:r.eigh ·countlo/ at :to practice .befo.re~au¥~st~~.<te:, ,f§3~denaloor} 
local court or agency, or the Public Ce:~1pian~~cco~wntkrg~~oversight1Bb~~d:. %o 
(C) Perida'ncy"'el'relny1frfv~'stigatierN it.fqw'i'f¥t@f-1p:r~~€H3m:im:@~lQr:::or:~b:efbr.e~*arrr&t"stateT'fe~Gler.all 
or local court or agency, including, but not limited to, the Public Company AcJee:um:timtg:r' · · 
Oversight Board, invtf~ill'§J ifl:fe~rtyrofessi!omiaili:'c'W:mt1Jta'ctJ~f3tme1ktaividtlal;!1\f:::~'q ;,?;2 ~ , 

{D) Any judgment or arbitration awar9 against the individual involving the professional 
conduct ''or:tf.i~··inaivkfi!f~f~!~ \fhe; arntfli:nl!tlfuthilt}'ilthlnosa~:Gilde:llaf.S'i~$.§Gl.\'0GG~t~0lr ;:greate.r.~::, 
(E) 'Any ·dlhe'f- coridifion~ ·as ·specifieCI ID)' tt:ie board in.·feguratioh:1:;;;!w ~~~~Y'c:!H. I'; 

(3) The b6arcr rnalaa0pflfegu'latiof1s"e:x'emptlng· s·pecifiea ,minor e·ccwltenrce's I Of ·the 
conditions listed in subparagraph (B) of paragraph (2) from being disqwal.ify.irrrg.:: 
conditions under this subdivision. 

,. 	 f··" ,.1 
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Practice Privilege TF Agenda Item I 
October 5, 2004 

DRAFT 

PRACTICE PRIVILEGE TASK FORCE 


MINUTES OF THE MEETING 

September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 


Renata Sos, Chair, called the.meeting of the Practice Privilege Task Force to order at 
8:40a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present at this meeting. 

Task Force Members: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz 
lan Thomas (Absent) 

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 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Otficer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center tor Public Interest Law 
Donald Driftmier, Board Member 
Michael Duffey, Ernst and Young LLP 
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'/;;:: ~-~:<- -~~r1\ ·' 

··--~.U.\'I'T""r discussion, it was movecM;,y:,Ms;~HnleB~aRd::that the following procedure be 
recommended to the Board to address the payment issues under discussion: at 
such tim~'a.$~it·i§ ije~~,r,ml~.!~,g;ti:M!tPayment is not received, is late, or that the 
check was dishonorea;ra:na tliiatYthis is not the result of an administrative error, 
the Board shall issue an administrative suspension and a fine. The 
adminisfrat_ivisuspension would remain in effect until the problem was cured. If 
it is_no~ cured, the adn:-ini§t!!A~;¥~:¥~~~~e· ... ~\Vf~l!ld.:~~9('Ji}!9-r~n effect ~ntil th~ . 

exp1rat1on of the pract1ce pnvJ'Iege:;tt4:i tSa,or~d,phe.c;:Kwould be a d1squallfymg 


'"""l'-- ··-.' ~ ~-ry~r:.'f~ .· ' I '- ·v ·•·· • ( .. v itVl.
condition and cause the person to;,J1J.e:t_;a,.,.tomatjcaiiM recerve a practice privilege 

~ "-;r·.'·'~··'- ·.:.:..! >--.·~,,·at·,,JJ .. \,.{,,.t

the next time. In addition, staff would .b$ djrecteq1to develop a recommendation 
related to fine amounts and conditio~i,w.ith ~~·rahge of fines for repeat

....... , " ! ' ~~.: ,....,_f ......,; "'';"' ~ •• ::: 


occurrences. Mr. Newington reiter;atecM1h~..cpnc;:exn..t!;Jat establishing a new 
4·.>·-..o~~~"-l:' • '"...,}. ,t .. •:J-I,.:.\:,.~.1o!. , .... \,..J~C.J-

disqualifying condition would generate additional work for Enforcement Program 
staff. Ms. Hillebrand amended·her motion to remove the proposed disqualifying 
condition. The amended motion was seconded by Ms. Flowers anq_ur)~r)imo~.,tsly
carried. 	 · · ,,. 

-:-··. _. 
·' 

· · · __ ; . :1 :~-~~-'c:--:_~.ts·~-:.~~ ~jt'L, ~~- 1·~"--;.~._,_:~:,}k\T~ ~;~l·t (.i.f~'i~{ :~---~ '.,_.,"'~' ,, _ _,'-·t-~ "··.t, 4 ~t:.:.,. 
VII. CtmsJc.t~-~ation ~MI;l.sb~t£3,n€!'4fei!~~3~}!1,d,,:P~PS~·S3..s tpr,E>~~ermtr\ii,Q,9 ~:'t9W.:trJ~f :p,!~q~a!JfYin.9. ' 

Conditions" May Result ir.t..Detlial oUh~ P:t~9fjqft?,fiv~l~,~ej;~~ .! ,-::~'~ :·~'"'~~·v,. ~~;:·· ~-' ~.~ . 
Mr. Newington reported on a recommended procedure for determining ,h9YvJh.e. 
disqualifying conditions listed in Section 5096(g) should be applied to;a~~-i~L~of:{h · 

. 
practice privilege (see Attachment 3). He recommended that guideHnes'fdfdis?tr·· 
conditions related primarily to convictions and license discipline should paralf~ftH . 
guidelines currently employed by Licensing Program staff when reviewing ~-pp1il'CiitiH1rls;,f, 
for licensure. 	 t:l(''u e:r;:;trv;•• 

With regarded to disqualifying conditions related primarily to pending m~~gtYgaHt>ri~·~;;cf! . 
civil judgments, he recommended that practice privileges should nQLP~ granted without . 
a thorough review by Enforcement Program stafft_ :~~~~f~~hW re2d*~l,t\j;~p~'~~:~{~;~t!iftHJ}.~~;t, 
is a pending investigation and the outcome of the investig~{)... ~J.If:rr9't:',~~:;.k~o~ti·_for · 
some time, a practice privilege should not be g~EJ.:r1!~~:LEiQSL~:f:i~.:iP~t~9b,1"~~otl$1 -~~·.~ .. ' .. 
encouraged to apply for licensure. lt;;'!l{~~~~~9()~~o~:~~~~~~-;~f'.~h~-,~~~~f~r~~~~~~. :,~.-···~·· 
recommend to the Board that staff proceed as outlined mMr~<~~~~!Q:g!~·n•Jsm·~m·o
(Attachment 3). .- , . ,,.~. ''~""''~' '.::;\!;,::· ... 

:·,~>,.•ic~;-''~~ ·!~·'''"'"''''';;:, ·::;.~:~~:l'i'~~~~,,· •-?_ 
VIII. Consideration of What, If Any, Additional DisqualifyinffCb'I1'CiiHons"'SiloUICJ'Bef'"- · ' 

Specified by Regulations. 	 -:- )1
"'---' :Jv;fL':c:.:;x::l t'' .~n·,q~c: : ­

,~,...1,i~ " F' vV .:.; · 

Mr. Newington reported that review by Enforcement Program staff did 1}9t jd~,rt~lfy_any .. 
additional disqualifying conditions that should be adopteC:tJ?.Y,tb~ ~qa~~~lh.. h:~gd!:§;'fion~ll'I: · 
He noted that there was a proposal that there be a disqualifyi'ng' cdn'difiofffe'laled ft9rstl:,,r 
unpaid fees, but the Task Force didJiot;adopt th,ip.,pr.oppsa,L · .· _·r ·-· 



State of California California Board of Accountancy
Dep(]rtment of Consumer Affairs 

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

Memorandum 
Board Agenda Item VIII.F.3.a 
November 19, 2004 

To 	 ian Thomas, President 
Members, California Board of Accountancy 

From 	 Aronna Granick --~J--,,.~ 

Legislation/Regulatidms-C~ordinator 


Date November 5, 2004 

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

Subject: 	 Recommendation Regarding a Process to Address Changes in Reported 

Information That Occur During the Term of the Practice privilege 


At its meeting of October 5, 2004, the Practice Privilege Task Force considered 
changes in the information reported in the notification that occur during the term of 
the practice privilege. These changes could be of two types: 1) the occurrence of a 
significant event that could potentially be a disqualifying condition, or 2) changes of 
a less significant nature such as a change of address or phone number. 

To address these occurrences, the Task Force recommends the Board adopt the 
following procedure: 

• 	 Practice Privilege holders would be required to report the occurrence of any 
change in the information reported on the notification form within 30 days. This 
is consistent with Item 12 under Qualification Requirements in the Draft 
Notification' Form (Attachment 1) and with the draft regulations under 
development. 

• 	 If the reported event constitutes a disqualifying condition, the Board would issue 
an administrative suspension and then proceed with its evaluation using the 
process approved by the Task Force at its September 9, 2004, meeting (see 
Attachment 2). 

• 	 If the reported event relates to any other item on the form, Board staff would 
simply update the information. 

• 	 Failure to report would be subject to a fine by the Board. Failure to report a 
disqualifying condition could also be grounds for discipline. (Draft regulations 
under development are consistent with this procedure.) 

Attachments 
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2000 EVERGREEN S't'REST, SUITE.25!D 


SACAAMENfb, CA 958'15-:38:32 
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Practice Privilege TF Agenda Item IV. Board Agenda Item VIII.F.4.c. 
November 18, 2004 November 19, 2004 

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO 


CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096: 


Name: 	 Prior Name(s): 

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number Fax Number Business 
(business hours); (business hours): E-mail: 

Date Of Birth: __...;.._!_ ____;!_---,-___ Social Security Number: -------------- ­

QUAUFICATION REQUIREMENTS: 

1. 	 I am an individual. 

My principal plac.e of business is not in California and I do not have an office in California 
other than through a firm that is registered in California and of which I am an employee or 
I have a pending application for licensure in California under Sections 5087 and 5088. 

3. 	 I am qualifying for Practice Privilege based on my valid license to practice public 
accountancy in the following state: 

State: License Number: 	 Date Issued: 

4. 	 0 a. The state of licensure identified in item 3 is deemed substantially equivalent by the 
California Board of Accountancy (see Appendix i for list of substantially equivalent 
states); OR 

0 b. 	 My individual quali·rications have been determined by NASBA to be substantially 
equivalent (NASBA file no. __); OR 

0 c. 	 I have continually practiced public accountancy as a certified public accountant under a 
valid license issued by any state for 4 of the last 10 years. 

5. 	 I understand that I may sign a report on an attest engagement under this privilege to 
practice only if I have at least 500 hours of experience in attest services. 

6. 	 I agree to abide by the laws of the State of California, including the California 
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at 
http:llwww.dca.ca.gov!cba!acnt_act.htm) and the regulations thereunder (accessible at 
http://www.dca.ca.gov/cba!regs.htm). 



e, 
\.c ~ «.J 

- \-".:_ -- 1 -" 

<, 

.~~"f ,_, 	 ·~l~n:-{j 

7.' .. / ···. 	 l~onsent to the personal and sut5j~ ·· 
·.;::·.,.,Jl

; · ;;:f~?;r;.;:i ,AJ&countancy (CBA) including, but n ··~- hg: 
·;:;.::;> .. ;a. To suspend or revoke, without prior''i710tittere:r··lnear:intg\and in the sole discretiQJ:.t,.Qf t. e 
· ,., CBA or its representatives, tWe'ptivil~gs''~cfpfacllo"'e;,:~uhlliCJ<accounting; : "···~· 

b. 	 To impose discipline for any violation of the California Accountancy Act or regulclt. 
tW~reC!f11deritiifi'd,fec0ver costs for inv~sti;g@~icm l:tn~h@t99eq~tion; and 

c. 	 To pro~id~:inf6rffi'attoh relating to a practicepriit.lli®ei~t:ldhor,refer any additional and 
fu.f1her. d' bg. untancypt~ny oth~r state and/or the SEC,
PCAO 'Y' ,.,~,. Tiij::::jfif"::::l .... l"''•~.f 'l 'II .. · ' 

A- .. 1.68. " (·;~~)~P'll:;~ '· .. (''' y --" 

8. 	 h~Ti~~~ni~ ~~!~~~!~~i~:;:;~~~~~ing after the ex~~~fi~ ~g 1 'trf~:·:~i~,=~P; my 

9. 	 I cons·entto the authority ofthe GBktO.~vertfy fn~c:·accuracy and truthfulness of the 
information provided in this notification. I consent to the release of all information 
relevant to the··GBA!s inquiries now or in the future by: 
a. 	 Contacting other states; 
b. 	 Contacting the SEC, PCAOB or any other federal agency before which I am 

authorized to-practice; arid 
c. 	 Contacting NAS6W. 

'- ' 

10. 	 I am submitting this..noticeto the GBk 

0 	 at or before the time I beg[n the pr:actice 'Of1publiG;a,gco.ufltancy in California; OR 

0 	 within five business days of beginning the practice of public accoumtar:rcyJg.CalifQ,rpia::on.... . 
_!_!_. My reason(s) for not providing notice on or before that'·Ciate:··· .l" ·- ··' '· "'c ;..... . 

J''?H':i'f.5'l:~-~ c· '~·r·". . - . . . . . • . '<) . ,,, '</H!c.::. ,.1, 	 .,.,.1 •' ,,,.. ,J"' ··"'· ·..., - .~''-' 
11. 	 1~~v€· mer·tfl~C~t>hfi-~diilll'gpe<dtleatiertwretfw.iremel1lts.am~.any"'e~q!'9;lr.~g:~{ft:~r;p.~J~ffMr.fb'e · 

state of licensure identified in item 3 above. - · · · · 
/'. - 1 l • ~f..if;,,;;t}A'j' Jf'~' -,-:...;, ,, .~ • 

'" - -' ..."'~-".d~.] ij-)~'t '•f"l/~ ~(}! (f!)t,~ !'t.~'H 

12. 	 In the event that any of the information in this notice ~tl~og§~~\·h'M[!l Rf:9v.iae th~:C)BA. 
written notice of any sucb,pha,.ng~within 30 days of its occurrence. 

'- . . :·:' _; 	 ;{ 

13. 	 I am.cortc:un~n.tlX~.~-Y,bmi~tn_g,the fee.~! .~.1.00.00. 

DISQUALIFYING.,Co'fl'[WI:fOfJS{r.-''':· ~· . . . 	 :, 

Please check any of 'h~,jtEL lqw thatapply . ._.Foranychecked items in (1)-(6)1 you mU~tprb\!ide additional 
inforf!Iation as requesfea1f1 ftYnent X"iiiifryi:itiiittfn'at'ffUJf:I~'Fizettrt . .c~-;;irp(:!JaJltC!Jfaia·.t!mless and 
until you receive notice from the CBA that the privilege hl~Jflffeetl~gt ' •r,"'r·'' .v,: 

0 1. 	 I'h~~e be~n 'corwfcted df a cHm~;dtj:l~r.th'?rr;a:Ctnln0rtralffie viola-ti®n~ '"'· ~ ..~ 
· 1~!:H:.~ 	 ')' .;:;5.¥ -;n·t '0 ~ tG-7' .;;f~j·~; '"11:.8- V(; :_~.c.;~_~-.;;:.,,, .;:.,;:~i"'t:..o#-	 • 

0 	 2. I 9fl¥r ,!:} Up,~. regJ,~tte!i.8DI"R~~f!l!ts~r a.~thority to pradtice ·a prolessiO'n . ' 
surren rea:,.ct~9 ,,1:~1J~~;~?'a,:eo;;rr~ys>We~.~ ofo'fne~is~tiiseip"l~ti§tl o·r:~sam::thmiecl e~mept 
for the followmg occurremces: · · 

(A) 	 an acti0n my:a state, federal, or IGoah&genc~,qr court Qtthe.,P9.f\P~ i,n whic~ th~ only 
' " sanctie>n wsrs·a~firre'or les!Unan~$v,··. l:'':Pr::c:t'recquir,em~nt,t~~f;tbeJi.ldiVfdual complete 

· ~·····s~·ecifietfreor:ltlnuing edtrcatioR•Gowrses,, · · ,. . . , .. ~:·:·· : "''"' · · 
'-.-., ~· 	 ' -·· ' " ~· :v· ~-,..._!1;.{1. \tf.:.J~;i\' •""< .-::._-:/_-. -_\~\f : · ;''·-~~··-I 	 __ 

(B) the revoc~tion ot a ticens~ or other a~thority :cr :l?r~~~9.~i ,,;:;,,;; :~urt~PB¥· om~r 
than the license upon wh1ch the pract1ce pnv1lege IS based, solely 15ecause of failure 
to comp:~lete continuing education or failure to renew. 
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-----

-----

-------

D 3. I am currently the subject of an investigation, inquiry or proceeding by or before a state, 
federal, or local court or agency (i11cluding the PCAOB) involving my professional 
conduct. 

'1 4. 	 I have an unresolved administrative suspension or an unpaid fine related to a prior 
California practice privilege. 

D s. 	 I did not respond to a request for information from the Board related to a prior practice 
privilege. 

D 6. 	 I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct. 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: 	 License Number: ------ Other Authority: 

State: 	 License Number: ------ Other Authority: 

I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. 0 Yes 0 No 

I am an associated person of a firm registered with the PCAOB. 0 Yes 0 No 

My office where I have my principal place of business undergoes peer review. 0 Yes 0 No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement. D Yes 0 No 

---=---~---=---~--=---:------:::-~' understand that any misrepresentation or omission in 
.;onnection with this notification is cause for termination of my practice privilege in California. Further 
I authorize the California Board of Accountancy to act accordingly, including notifying other. state or 
federal authorities. I certify under penalty of perjury under the laws of the state of California that the 
foregoing information is true and correct. 

Signature: 	 Date: 

Your privilege to practice commences with the submission of your completed notification and your fee. 

Your privilege expires onewyear from the date of this notice. 
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TATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (91.6) 263-3675 


WEB ADDRESS: http://www.dca.ca.govlcba 


-----

AITACHMENT X 


1. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details: 

2. If you checked item 6 under disqualifying conditions, please also provide: 

Date of Judgment! 

Arbitration Award: Jurisdiction/Court: Docket No: _____..... 
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ST~TE 0F CALIFORNIA- ST,A;J"E AND. CONSUMERSERVISES AGENCY ARNOLD SCHWARZENEGGER; Governor 

CALIFORNIA BOARD OF ACCOUNTANCY Attachment 2 2000 EVERGREEN STREET, SU1TE250 

SACRAMENT.O, OA 95815-3682 

TELEPHONE:: {916) 263-3680 

FACSIMILE: {916J 26a-3675 


WEB ADDRESS: http:llwww~dca.ca.govfcba 


Practice Privilege TF Agenda Item I 
October 5, 2004 

DRAFT 
PRACTICE PRIVILEGE TASK FORCE 


MINUTES OF THE MEETING 

September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present atthis meeting. 

Task Force Members: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz. 
!an Thomas (Absent) 

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, EnforcementProgram 
Theresa Siepert, Executive Analyst 
Carol Sigmann, Executive Officer 
Llza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Board Member 
Michael Duffey, Ernst and Young LLP 

1 




( 	 After discussion, it was moved by Ms. Hillebrand that the following procedure be 
recommended to the Board to address the payment issues under discussion: at 
such time as it is determined that payment is not received, is late, or that the 
check was dishonored, and that this is not the result of an administrative error, 
the Board shall issue an administrative suspension and a fine. The 
administrative suspension would remain in effect until 1he problem was cured. If 
it is not cured, the administrative suspension would remain in effect until the 
expiration of the practice privilege. A dishonored check would be a disqualifying 
condition and cause the person to not automatically receive a practice privilege 
the next time. In addition, staff would be directed to develop a recommendation 
related to fine amounts and conditions with a range of fines for repeat 
occurrences. Mr. Newington reiterated his concern that establishing a new 
disqualifying condition would generate additiona.J work for Enforcement Program 
staff. Ms. Hillebrand amended·her motion to remove the proposed disqualifying 
condition. The amended motion was seconded by Ms. Flowers and unanimously 
carried. 

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

Mr. Newington reported on a recommended procedure for determining how the 
disqualifying conditions listed in Section 5096(g) should be applied to denial of the 
practice privilege (see Attachment 3). He recommended that gLJidelines for disqualifying 
conditions related primarily-to convictions and license discipline should parallel the 
guidelines currently employed by Licensing Program staff when reviewing applications 
ior licensure. 

With regarded to disqualifying conditions related primarily to pending investigations and 
civrl judgments, he recommended that practice privileges should not be granted without 
a thorough review by Enforcement Program staff. He further recommended ihat if there 
is a pending investigation and the outcome of the investigation will not be known for 
some time, a practice privilege should not be granted and the person should be 
encouraged to apply for licensure. It was the consensus of the Task Force to 
recommend to the Board that staff proceed as outlined in Mr. Newington's memo 
(Attachment 3). 

Vlll. Consideration of What, If Any, Additional Disqualifying Conditions Should be 
Specified by Regulations. 

Mr. Newington reported that review by Enforcement Program staff did not identify any 
additional disqualifying conditions that should be adopted by the Board in regulations. 
He noted that there was a proposal that there be a disqualifying condition related to 
unpaid fees, but the Task Force did not adopt this proposal. 

9 
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- . ~tate of California California Board of Accountancy 
· ., Department of Consumer Affairs. Attachment 3 2000 Evergre.en Street, Suite250 

Sacramento, CA 95815-3832 

­

Memorandum 
( 

Practice Privilege TF Agenda Item VII. 
September 9, 2004 

To Practice Privilege Task Force 
·Board Members 

From 

k f-A 
GregoryP. 

;jt::::

Ne~~ 


Chief, Enforcement Division · 


Board Agenda Item Vlll.F.8. 
September 10, 2004 

Date : August 24, 2004 

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

Subject: 

( 
( 

Consideration of the Standards and Process for Determining How the 
"Disqualifying Conditio-ns" May Result in Denial of the Practice PriVilege 

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

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

Section 5096(g){2)- Paraaraohs (A) and (8) 
(g) (2) Disqualifying cohditions include: 

(A) Conviction of any crime other than aminor 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 ofthe conditions listed in paragraphs (A) or (8) of 
Section 5096(g) would equate to )ikely 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 



Practice Privilege Task Force (
August 24, 2004 (
Page2 

reoccurrence (shoplifting). Examples under paragraph (B) could include·r:evocation 
of a Texas C~~A cerfl.ficate for··f,ailure to renew the license timely. 

- :Eva:luatitlFrgQidelii'nes shouldibe established that will allow licensing staff to identify 
and pass (alfow practice privilege) on convictions havir:JQJ.-no relatioJ.~s.hip with the 
practice of public accountancy, misdemeanor convictions o:ver::--i.d'years oH:I~;:and · 
license sanctions in other jurisdictions caused by administrative procedural actions 
versus discipline for unprofessional conduct. The Board~s.·!iGen'sing staff currently 
employ similar guidelines in their evaluation of applicants for licensure and that 
system is operating smoothly. Situations involving disqualifying c~mditions that fall 
outside these ~uideliimals errfo(j\Gl •Seccretert::eGffto tt:ie 5f.l'fotctem'er+t·miv..lsi:ar~ where·a 
review will~~.e'·icohaust~d:,t6 aietert:niF=Ie~if~here~is::a~a.ctUa!?l:5as:i!:Nttf~tffel,)y practitYe 
under a practice privilege, or actual California licensure, pursuant to Business and 
Professions Code Section 480 (Grounds for Denial). 

"':;. ,:,.,. . .. ' •" ::l ..,.. - . ,, ~ :, -~:'- ... .... "' - . 

Se:cti;an::sues(g1){2) .o.;o iRara.ar.aphstD) .an.d;OG>) . 

(HY"('2);~t'Yisq8alif)iing ,conmltiaf1s imc·ru·def~ ·· -~·-

. ~C)::Peft:idency:of any investigatioh1'inquiry or' p~oceedin§l·'b"Y:ct>r. before·'ahy 
 (--·state•ife·deral,,or.,.l.omal cou11to~ s.ganc~L·Itncludirrl~,·.bl:.lLnGJt.llim;ited,to the 
' ! ]"1 ~ :.. J (

F!usli<;;·~:c:ompam.~~ecbt:Jntilil§ •G\7·er:Erlgl:lf1Soa~d; tnvdl\iingil:reiOOGfe-sstenal 
conduCt of the individual.- ····· •· ···· 

(D) Any judgment or arbitration award against the individual involving the 
prof:essi'GJ:meU-oqm~l:t;rQt~gf.:Jtl4~a<·ilii:G!iv,iait:Jsl::·ttrt4he·at:nl·o.wr.lt of thimY·~filousaneJ · 
dollars {$3:[),:.00®~ epgrre.ater~ ··. ? ~" !!\··- '· · · .; .• ···­

The pres:enee of any bf the ·eon.difions t.istessiB·par:sgr:apbs·:vGl'J u:i:IF!~0~ -of::Se:Cti:oE; 

5096(g}:W.i:I!Jirndic~te the possibility of seri:o·~:.~~!~i:e.lafi'ens:or;L!!lprr.afessiorial;;canelact, 


.and practice rights via the practice privilege option sbe:ul·al rilG>hb.e~gramte:d:w~i:thout 


thorough review by Enforcement Division personnel. This review may require 

investigative. action or inquiry to obt~i.DiEii!~:e9§.9~t§ll:i!J:t!P?i:§.t§..q~qigg"l9nb:~. ~~~§.;§f8d 

issues underlying the disqualifying conditior:~:arte!hhe\JI.othose·fapts,;.weuld~flnnto the 

criteria refererq:Ce:dlifiil· ·B ElsJmes~s·end;;PrGtes:sJ:drns~@od'e{S~eati:am2~ff®tr·tn· many cases, 

p·arti:oularly·trro:se·.thatrinvolve\'ia~pendimg.firi'Yesti.gatio'B,.:sr prooe'e:ding· before another 

a~e:rn:~~-s:·Ethe;ifa.ots w~ill~ookhl:e.: fYJJl:rt1.cl.e.~~Lop;e.d.:o.r:;:a¥ail:atlleu lh;;o~~ ,practice ri g.hts vi a a 

pr:aq_tit:e;..pkiViil~g:e:.Sh:o.u:kkrn:ot:b~~:gr~nted~ ahla :tme;(appJicaqt stro~iii.ld..be-required to 

ap~ly~for a·Galifor.Jri:a•&CPA·Hcem.se Shlq:uJd:lbeiorts.be dasire:.:;ta ..pr-actice··in California. 

Practice rights via practice privile:~H2:.s:bo.uld;;:.e.rnl)lbe"gr'am1aaHf Emf.on.1:ertJent Division 

personnel are able to obtain an understanding of the facts sufficient to conclude 

the~e. is ·no :.factua.h!Qasis·to deny; practi~e under··Bt~s.iness and ~Rrofessiens ~code: 


.. .SectiomAS.Q.~.,J\he \aQa(d~wil:lin~s;;a! to ctetermioe ;:iHh{;.~JsJan appropd ate 'Use of~.· : 
(enf[)lrroemenhresoutces..c·. .. "' 

\\OSA;iJSER\mlbhri!e\!:lbcS\MicHEi:CiSI'Et:ill;J. i'I<OJEOTSiPRAQ~PRII;I:TASR F,OI<CEWlf EYALIJATe:oiSQ QUALII'ICA'llONS.doc. ' ·... ~ . 
; .•. '"''"···-· ·...... ,, ...• ~·,: (:·;l;;C:: ""\=-~· :.~<: ~!:'-:~: :~_::.""', "'"'~· 

_:;.,._,,! 
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Section 5096(g)- Paraoraohs (2}(E} 
{h) (2) Disqualifying conditions include: 

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

Evaluation guidelines will depe.nd on the specific disqualifying conditions adopted 
by the Board in regulation. · 

GPN 
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Proposed Section 5096(a)
( 
! 

(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 
autnority 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 i~volving the 
professional conduct of the individual in the amount of thirty thousand 
dollars ($30,000) or greater. 

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

of the conditions listed in subp.aragraph (B) of paragraph (2) from being 

\ 
! disqualifying conditions under this subdivision. 

ATIACHMENT 1 




Proposed Section 5096.2(a) ( 
( 

., 


(a) ~Pfa'atide prlvHeg-.es' maY: be G:h3ntecl;:frsrc1ai·lur:e;ttm q;ualif~"'.tmd:er o.rr:C09mp:ly .with 
the"prov!s1©nS' of thi:s· arti"clevor imp'l:emerotirt§:iregjulEitH:l!:fil·s~,:Qlttfor.Jaf:ly··~act' that if 
committe·m~by,:anapp:~lltant for·ncen~tmewowJGI be~:grom:u;),.d:S\f~r1aL~n1ekof E;· 
license under Section 480 or if committed by a licensee wou:tlttbble:gm;ou131pis for 
discipline under Section 5100, or for any aot:committe.di :~nwtsid:fi'' ~Wf tl3is.:,state 
that would be a· violatidn~~f comf'tritted~wtthin·this state. 

ATIACHMENT2 
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Section 480 
(a) A board may deny a license regulated by this code on the grounds that the· 

appiicant 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 
establ.ishment of a conviction may be taken when the time for appeal has 
elapsed, or the judgment of conviction has be·en 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 invol~ing 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 Jice~tiate of the business or profession in 
auestion, 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 bs denied a 
license solely an 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 Linder subdivision (a) of Section 482. 

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

ATIACHMENT3 




State of California California Board of Accountancy
''· D~partnient of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Board Agenda Item VIII.F.3.b 
November 19, 2004 

To 	 lan Thomas, President 
Members, California Board of Accountancy 

From 	 Aronna Granick - .d.A ._~~ 

Legislation/Regulati~;-C~ordinator 


Date November 5, 2004 

Telephone : (916) 561-3788 
Facsimile (916) 263-;3674 
E-mail agranick@cba.ca.gov 

Subject: 	 Recommendation Regarding Whether it Should be a Disqualifying Condition 

to Have an Unpaid Fine Related to Practice Privileges. 


The memo provides for Board consideration and action the Practice Privilege Task 
Force's recommendation related to unpaid fines. The Task Force recommends 
that, if a practice privilege expires with an unpaid fine still pending, the individual 
who held the practice privilege needs to obtain Board approval before beginning 
practice under a new practice privilege .. 

This issue came to light based on discussions at the September 9, 2004, Practice 
Privilege Task Force meeting. At that meeting, the Task Force discussed issuing 
fines for failure to comply with practice privilege requirements. The Task Force 
concluded that fines should be issued related to failure to provide notice within the 
"safe harbor" period and failure to pay the practice privilege fee timely. At that 
meeting the Task Force also adopted a motion to clarify that it is a disqualifying 
condition to have an unresolved administrative suspension. Based on these 
discussions, the Task Force considered the matter further at its meeting of October 
5, 2004, and unanimously adopted the recommendation noted above. 

As background for your consideration of this recommendation, attached are relevant 
excerpts from the minutes of the September 9 and October 5, 2004, meetings 
(Attachments A and B) and a copy of the relevant statutory provision, subdivision 
(g) of newly enacted Business and Professions Code Section 5096 (Attachment C). 

Attachments 



STATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANC" 
2000 EVERGREEN STREET, SUITE 250 Attachment A 

SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (916) 263-3675 


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


Board Agenda Item VIII.F.1 
November 19, 2004 

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


FINAL 
September 9, 2004 


Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at 
8:40 a.m. and welcomed the pa1ticipants. Ms. Sos noted that a quorum of the Board 
(eight members of the Board) was not present atthis meeting. 

Present: 
Renata Sos, Chair 
Sally Flowers 
Gail Hillebrand 
Thomas lino 
Harold Schultz 
Ian Thomas (Absent) 

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 
Theresa Siepert, Executive Analyst 
Carol Sigmc:tnn, Executive Officer 
Liza Walker, RCC Analyst 

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Baord Member 
Michael Duffey, Ernst and Young LLP 
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s~6~tantially equivalent by Credentia}Net. Bot1'1 d(3dsions will be reflected in 
re'gulations. 

It was moved by Ms. Flowers and seconded by Mr. Schultz to accept NASBA's 
deter.nih1atishs'1fft,'l!foth'a:reas. It was the intent of the motion that this would be 
the only m~th\oc:ftHrSiig'h which these determinations would be made. During the 
discussion Ms. Hillebrand ?Sk~.q)f t,b~. Board cqqlc;t,r~ql,lest tbaU:;redentiaiNet consider 
ethics requirements in making' it's:!:l~ter,min~tioria.· 'Ms_:=;s'6,s i·n·chtated that the Board 
could informJ:;X~f1netiaiNet tha't ~t'Hic~·'fs a: prioritY a'ri:c:J~ n3lquest that Credential Net's 
review ensdrefthat the ethics requirern~nt in the CPA's home state has been met. Ms. 

k 1 ; . ' ~ ·--··· , .... · ~ . )

Sos also indicated that it was her urlcfi:~rstandih'g 'tlia.t;·'consistent with the Board's 
obligation not to delegate its authority, the e·t>'fir{:l;:s:acceptance of NASBA's list and 
credentialin~program would be s~t~j~~f!g~6~WR~~~~~~,;n~:mitorin~, and the Board would 
have the ab1l1ty to add or subtract states·from·tn~e' 1llst a~appropnate. After the 
discussion, the motion was unanimously carried. 

IV. 	 Consideration of Whether the Board Should Accept NASBA's Deterf.riH~~tiEin-of aA· · 
Individual's Substantial Equivalency or Use Some Other Method for Assessing the 
Ciua'ilflcatidflgl6f QP~~~~from -~~n:,~s:cl!Jst~ntl~lly 8quNafenfStafes· . .:"n.:; srsr·'·~· 

0f'"' ~·;>!'- \-·~· >'"\~'>',;~c' 'i"'"';, "~'r·~"''"#"" ,,_.,;, '""'\' '""' ~'"''~ l,.,,>,,)o,.:lf.• \1"' •-;••,• ·"';':;, '):,1\\(',.'i'\ ~.·\'t- . .,,._' . '>., ··- \ ' • •.A:.''''Presenta'ticfn'"by)EHane Ri:ioin''ofNIAs:eA. ,.;, ,,._,r,~!W:'<':"' ·~~,,,.,,,.,."(~"''U l:t"'""' ..., ~ 

1B. Discussion. 	 ··· · · · 

See Agenda Item Ill. 

V. 	 Consideration of Whether There Should Be a "Safe Harbor" Period for Pfc5\iia1Hgv:lsP 
Notification to the Board. om:;v~c:::J:hH Itt:;.: 

Ms. Sos introduced this agenda item and Agenda Item VI together. She irit!flearefa ~f.fa¥ · 
they relate to two questions: 1) When is notice due? and 2) What sh*&llH!l':;fh~~Bt!)"<iYcr'do 
when the payment is not received, is lost, o'r the payment check is dishonored? She 
noted that the statute authorizes the Board to addr~.~~ both issues~r$r1e~)1iati6ms-:· · .c~.. · 

,·:·•:( ·{( • 1 • h• ':~' 1i~;:• 	 !I' 

With regard to whether there should be a "safe harb~(' Pt?:f;i'~·~~' ;Nll~ S0~rifl'eieafe€f~th'af1r" · 
the materials for the meeting include two,r;nemQ$'~es~~[Xtfas5m'E?rft*Jq:::'ahd11~h'1r~~l ~(~'~f~'} {, 

summarizing the arguments for and aga:rh:sFestab1ils;fiing·~~':s~fe:Ji'~f;~ar~~e·rioa~·:Ms~•S0s· 
indicated she would like to focus the discussion on thefolloV1f.im·~~ls§me§:t:·~~~\'ft~e1elH~hfi·efJ 
the problem that would be created if notic~w~te'lf'&q;wr~~).~f~~f{~~:~~~~ ·· ·. · 
begins, 2) the potential for consumer harm if practice ts~We~rnifie~'~or~·., ·..·. . . ·. ~ef:Wl· 
period before time before notification is required, 3) the 1rMk~6f~·~·~~in9,.:~ .~:·;~m'~Have~: 
done nothing wrong if there is no safe harbor, 4) the impact of v~rf.jt)us ·an~7na'tiv@~l!'in ·~ .. '· 
terms of providing an incentive for giving notice. Ms. Sos indicated she would 
appreciate input from the profession on these issues. Also, she encoura·rlfe'iilfrnE:fi:fta'sJe;~~ 
Force to be mindful of its general approach of not propdsiH~P'f.eg~laticftJs\'f:t\fa(llcJf.~ss1''r'•· ;: 
purely hypothetical situations or situations which would only impact a smafi\pefcenta'gfe' 
of the CPA population. 	 r l · "·.· • , . · .,,,,,, .- ' , 

.._' ,. '.:-'..:·l\ .{~ . s:.·.-~~ .'"1-'"-,; ;;:r, l . ( ·:) ::.:~ 



Ms. Sos added that should the Task Force.decide not to require notice at or before the 
practice privilege begins, there are two ways this could be addressed: one is to indicate 
that notice is due some specified number of days after practice privileges begins. The 
other alternative is to have an emergency clause which would indicate that notice is due 
at or before practice begins. If the means of providing notice is not available at that 
time, notice is due as soon as possible after the means become available provided a 
good faith effort is made to acquire the means. The second option would address those 
situations in which someone is unable to provide notice through no fault of their own. 

Mr. lino commented that he initially voted to require notice on or before the work began, 
however a situation occurred recently which illustrates some of the issues raised by Ms. 
Sos. When he was in Japan, an urgent need for more resources at the client's 
Torrance California plant was identified. Because of time differences, his call 
requesting resources, placed at noon Tokyo time, was received at 8:00 p.m. Sunday 
night in California. They were successful in getting the necessary people to the client's 
Torrance office by 9:30a.m. the following day. However, it was very challenging, 
especially since one of the people had been on vacation. Mr. lino indicated that, based 
on this incident, he believed consideration should be given to establishing some kind of 
safe harbor or emergency provision. 

Ms. Flowers inquired if it would impede enforcement efforts if the violation occurred 
during a safe harbor period. Ms. Sos noted that Section 5096.1 was intended to 
address CPAs who are practicing without a practice privilege. Mr. Granen agreed, but 
indicated the Board could more effectively communicate its enforcement action to other 
state boards if the CPA held an actual practice privilege. 

Ms. Hillebrand expressed concern that having a safe harbor period would permit people 
to come in and practice legally for a short time without ever giving notice. She indicated 
that it appeared to be proper law enforcement to require people to agree to abide by 
California law and consent to the Board's jurisdiction before they begin work in 
California. 

Mr. Duffey commented that he believed there is a very small universe of people who 
would abuse the notice requirement in the way Ms. Hillebrand suggested. On the other 
hand, there would be a number of situations in which people want to comply, but would 
find it difficult without a reasonable safe harbor period. He expressed the view that a 
safe harbor period would encourage compliance. For example, if there were a 
reasonable safe harbor period, firms could establish compliance systems to centralize 
and oversee compliance by their employees. Otherwise all of the responsibility for 
compliance rests on the individual. Mr. Schultz agreed that compliance would be 
encouraged if the Board provided a small opportunity to provide notice after practice 
begins. 

Mr. Robinson added that his clients, the "Big Four" accounting firms, were interested in 
a safe harbor period from enforcement actions. They want to comply, but have concern 
that without a safe harbor period they could violate the law inadvertently. He agreed 
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withMr,;i[)Uffeythat<a: :safe har:bor~.pe.Pim6.1 WQuld:·encour,age corn~Diiancel'•'hle.·ifudicated 
tli'afh~.:Was see~i·ng a ·eor:nptomJsf:i;>rtHe; a"dae.tlthathie· ba:djalked.:-withl:•\Semator 6i§tter0a·. 
and 'that; .:if <c&.lilseriraurs \c'«~fri mot:tiet•readhe<!L\ililttn'is a:rea,Jthe·impl:emerntationdate<font · ·F:•:: 
pratitice:pri~ile@es'wdula be eX:tendecP'f0ranether year: · 

'<LS:~i1 }S -:1L <:.1.., , th~)t~ 

Ms.. 01J!\rilg~lt\)t~eil:lm1ethft,inti icatea::~lnat~s'he~b·elietied~;a~tgr.ame p:erhod-weulc:Ldiscourage .~~. · 
cem.p'lianoe{'IDecSIIJJs~:~some()nerc(ij:a:lm~enter the:statefl001the·job; ar1td•:.lea~erwithout• ,· 
giving•notitie\·Wth~~:pdtential ·fclr'nf.Jil!stlrrler•harm :isdess:when the·isate ;harbror·period is. )' · 
sl1orter. She noted that the one of the primary reasons the concept of practice 
pri\iileges:·was developea was to a·ccommodate the::very :la'rge :accotJiitirrg {~irms so·that '''/ 
thefcouleJ:'eomply with partnetTotation reqUI.irer:riemts: They are professionals with 
massive support $taff .and the pr.actit'E?,prhr,Heg·e:conc~pt has..a.:g.r.eat dea!lat:e.ase~:and :·c. 
convenience :built. fil, so· it ~is:'lJrilcleafwlilyJ<theyi'neectl'::a;isafe:harlbor ·p.er:iadr.\•l:.~Nki. · ,; ·fc· 

rn fj~~ '~i2 · .. ~s;,~:;y~~~:~ ~:~,~lt~t:~ r::~:'.\~H~· 

sne :indicated'~p~ti~tll·e;:ha:a:~rt~~:ieWe~1~t~~:.!n~lfJ·~.iFe)~tf~:l!tts':~t'.~~menAtc~m$i09!~g::mcie.snarn-a2 .. 
none allow peopl~if.reliFFOlJt-'of~state :tC:ksfmpiY.-'seJr4cett'if~··a:Jh'GI tme.m•come;:'if:l'~:artu!hp:uactioe·. 
T~·e :crosesf·ex!!iFitp[~rs~eficould find 1s~the tpro·cess for owt.;c>f.·sta:te. attorneys .to;st~ptear();:; 
before :califdrnia"domrts':'~~rtowever; this process·lacks th'e:eas·e.'aod~cbnVet:rienc.e~i ;::; · • ; 
associated with practice privileges. ,, 'l~r~;- · 

Mr. linofcomrr~ented·that:the la~ge'firm·s~.byvi~ue of'.their size:and th:e,m:op.ememtrof· '>·! 
people and traris~ctions are·co~frodtetkWith .many :comple~itie$~ttaa:tm·aj<je::~a~s·~[e~h~rboP 
period-lmpottanl~··~He·then comrrier:;te'd.,·or:~conslin:ne·r.pis~.a:md ..at:Jqe:d~ttaatlfo:r:ls~ilti~es~t:.r~i 
su~h ~a~Pfaxr auaits::and :r.ev·isWs; and.censu-lting,, .·.:1 icensees ;o:o:urla ,de Jittle3ma;hfTtl1~in~lt.ma~s:e_) ,, 
service lines in five days. 'W) x1) t.; ·jtfl;!: 

Nls~\JRk5irlters 11Fiaieafed~tfiat"tie~'pr'if:rfary•,cOf:lo:Sf.mt~Was·.<whlether...a S'afe ~ba'~bori~prre~isi0h '~· .. 
v!J01iiJilcfneg~1i~elyZ1i'm'pa'df1e:At~rcernei;i~fiit,aP>1P>:sa~e.ttHthattit~dwlminet;;::s·0'Stle ;had~ rn:0c. :: ;·. 

1objeCI!foA'te a'tl):rief•'safe:har~1iJr~pe·ftft;ye,~:~'Sne"Slli'QQ'eSte€i~a:firiezif;:iJ;"I'OtioB'ds:;re.cebtB:d.;after:·; 
the safe hafbCsf'perl6c:rerios·i srit::1~\D :'''·.:.~:. ~,dt tN;i ,n ... ,,, ,c,' 

Ms. Hillebrand expressed an interest in discussing the emergency clause alternative 
pror;>~~~d •by Ms'!'StJs§:::sne noted tha:t if._therEris'-a~safe:.'maPb:o.r~perciod;:,p:eoJi>.le trlig•brJ 
interpret this~aslir;ralcaWim€f.,fbe:·n<llticieHs·n0t.r,eall~·:aae·:·umt:ibtlireteTxd~:of·ithe·:p:erie:ci.F·::sm·es,;·l 
slfig'g !Jthat:at.:FemE:ir:gerncytelat:Jsewou ld rnot;cr:eate tt:l is Jr:np:ne.s.sied. t>H~J .A' 

After f~ rtreN.l;isf51Js~id~~~rvt§~:I~:f.\\n . . . ~ellrrre~b tp:topo~~~ ;tt;l~at.~oec.a·u~e the/~gtifit:.ariom f:;:. 
reqtJiher*J·~;nts ;an~~·new ·ari<ii\,it'•MiiU~\t~.. ·~rtim.a.~f:or.pS:O:~Ie~telEiecatml.e)fafn:lti.ar: wiith:lttlelml:;< o~; ;;!') 

perhap's.tp:i9, 6da.r:a:,~c~ylp·ipermit ~.;fr\'l:',q·?v~(o:r;~~~·~opsi:m~ss•:Q9¥$J·:safe,t~?l~bor:a:ter:i~-d b~~~·; 
which w()uld:sut:Jset.atte:rrtwe yeaf.s·~,,JPhis;:;wo:ult~hpermif5pli~se:d:-iim·,eompliart~e:,1o·gi~e, ·:·..,· 
the p·rofess·ib'tt·a>cha~·ce to ·lea·rn abcniit>~the·vp:r:E>gram:· Mtr.~~R:ob:irnsorn-;aaderittlflaN~e,, 
notification form could request information on why the notice is late so that the data:· 
would be available. 

Nllsr~+1iHeb'rand intlica.tetf'that; even though•'shewas not:im,,favor of;-a safe)bar.b:ar.;period,, 
she helievea··thanhisFwas:i~freasorrable,:propbsalto; allbwfoF1ransitid.m,·;iMr~.. Gr.ati'eR t' 
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summarized the proposal as follows: Notice is required on or before beginning 
practice, but there shall be no penalty if the notice is given within five business 
days of commencing practice. This provision would remain in effect for two 
years from the effective date of the regulation and then would sunset. Ms. Sos 
moved thatthe Task Force recommend to the Board the proposal outlined by Mr. 
Granen adding that there will be an item on the form requesting the reason why 
the notice is late and the date when the practice began. She noted that the 
purpose of the two year time period is to permit transition. The motion was 
seconded by Mr. Schultz and carried. (Ms. Hillebrand voted "no.") Ms. Sos 
requested a recommendation from staff regarding fines and penalties for failure 
to notify within the safe harbor period. 

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

Ms. Sos indicated that the materials for the meeting included a memo summarizing the 
recommendations of the sub-Task Force that focused on payment issues. She noted 
that these recommendations reflect her interpretation of the statute. However, she 
subsequently reconsidered this interpretation and concluded it was in error. Ms. Sos 
then indicated that, based on this conclusion, she would like to recommend a different 
approach to address payment concerns. She explained that the statute states that that 
the practice privilege begins with proper notification. It also requires that payment must 
be received within 30 days. She then recommended that if a CPA provides proper 
notice, but then fails to provide payment timely or if the check is subsequently 
dishonored, that the CPA's practice privilege be administratively suspended and that the 
CPA be noti'fied that the administrative suspension remains in effect until the problem is 
cured. If the CPA cures the problem by providing payment, the administrative 
suspension would be lifted and practice would be permitted for the remaining term of 
the practice privilege. It the problem is not cured, failure to cure would become a 
disqualifying condition preventing the CPA from automatically receiving a practice 
privilege the next time he or she applies. Ms. Sos commented that she believed this 
procedure would be straightforward, easy to tract, and consistent with the statute. It 
would also avoid penalizing people for circumstances beyond their control. 

Mr. Duffey inquired if the procedure could include some additional steps to avoid 
penalizing people for administrative or processing errors. Ms. Hillebrand suggested that 
prior notification could address this concern. Ms. Crocker indicated that prior 
notification would be administratively impractical. However, staff would always resolve 
any situation in which there was an administrative or processing error. 

During the discussion Ms. Flowers suggested that there could be a penalty or fine for 
failure to pay timely. Mr. Newington expressed support for this suggestion and noted 
that a fine is an additional incentive for timely payment. He also indicated that making 
failure to pay a disqualifying condition would result in increased workload and that a fine 
would be a better, less workload intensive alternative. 
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Afte:i"Ciisc'oss'iG'R,~~it:was moiled,b_y::Ms. H:ille:bran:~ktl:iat;tbe fP:Ilo'("ing ;;ptpge,d.ur;e;11i>.eu. 
established ~to::~~q~ess:\thEr.·P:~rrf:te:f;ltJssti~s ·u~,~~t~~qJ~ul.us~ :r~:~ ·:~t:il~.C:,fil ~iJ\ne~;~$ti:tr,,q 
is determin·ea· ~t;ia.f,p·astm'e;lift~is.:rnoi.t.e:cei~e:a,ds,~(ate;;,'{or.~:t . . . ·r·~~:c;:,~~\l,ll~s ~'." ") 
dishonoredj and~tliat ftlis·:;js n·()fc;tlfleHieS·Uit...of.~rn.a:dmi:nistr;atlve:.rer:fo~; tbe 8;oard": 
sha'l:l issue an:;acilrj\ilmis:tratiMe':s~I)Jspetisi:o:m ran11ka,·fhi)e.i:,l~mhe::adtriltii~t~t:l:tiM&·, I, I ..~·.Jc::~rf·' 

sus pensi·al\l·~fju:l~;,,~~f:d~in:,.tm~~e~eC:~iuJn1il itllte1pro~:f@;~Js&c.ur!ed;•. :Jf,Jl;:i~\ffl'Of·,cu red~~ ~n ~: .i 
the administr~th.:ie:.:s:i;ls;preiilsiolit~wo~ltt:GI;;,ifema!nc;iflii':~ii!ict ·m:n~U the texpi~atian of ,thel i:Jf1' 

practice p~iVIle.ge;.::•,:A ;eli'sh'G'ti'O:~eell~]~:~:c·~-~w.o:a'lc:t!~'lfa'~iili~Etualif¥i:ng,:co:ndition an.til?ftl.J ::~ 
cause the~per.son to"iiof.a·wtm·rri·a~h:~ally:·rece'i~e .a.pr.actice. pr.ivile:ge~the·:n~xt timef 
In ad·clltiori, ..staff -wo·l!fld ibe.direct(a:d :to d~\ie'IOp a recommeridatio'tit:r.elated toJine~;1~·" 
amounts and conditions with a range offinesJor.repeat.oc.c.urr£m.ces. Mr:. ,, 
Newington reiterated his concern that establishing a new disqualifying condition 
would gehe.rate,additio~nahv.ork :fo:r Snfarc~eme,nitPztQg·r.am sta.ff;· .. l\lls nHi lle:brand; 
amended her motion to remove the proposed disqualifyiog:.c.o;p:cti:fio.n. lbe ,~ ·- · 
amended motion was seconded by Ms. Flowers and unanimously carried. 

VII. 06nsidetati0'JiiH(i)f:,the~Sttu::rdard:s 'a·r:l.d ,P:roae.ss.for.:D:e.ten'rm1b:ing ~l::low.~tbed'iD!s.;q.~;;JaJi~ingo · 
ConditiG>n·s1'·'1\11ay Re'S'IlJ:if.in ~r.leiiial \of:th·e Practice Rri\1Jlege:;n>";>:~::;i:, F:•:;·y·,·:~ ..sn -- · 

'. , ... ' .. ···.· .. (;;.[.:',~' ... ' . . . . . . . ·.' . . . '/·•:r•,;·,,;.!·~·(.,;~:;:;_, i'. 

Mr. ·NeWin:gton";reported ·cm.;a recotnmende.d.pr6ce.du.r:eJo.r .determining ·how th:e : 
disqUalifying conditions.Hsted in Section 5096(9) sl:l:oald be :app.lied ,tQ:deniaLC:>.f.itheb<..· ; ·'' 
pra·cfice prrvilege'(see Aftachme:nt:i___)'. He ·recomm~mded that ·guidelil)esfo.~ 
disqua'lif¥ing conditions related p:rcinnaril}rto.·convi'ctions:Emd Jicense di's.ciplihe should:::i 
parallel the gi.lideliF~es ct:lrre~ntly employed byUcensio.g·Progrrar:n;start:w.hen.::nevJewir;]g,,,.. 
applibatioriis'for·:nceRslrre:.'>'~' ,f;~~; t.. :.,,:·,:n\\~.·: ··;, .. 

e:f -'f'f~t--~~~~,~·.c-~>l;::; ~~~.t~;£,,t~~:ftL.. ;\. ,::~ ,:·· 

With .regarde·GJi~t0t·m·is'qrua·Hf¥irtlg·~cbtroHti:ej,:n~ relate~·~t!imarily·ta,petiding.·investigptjons t~Jil.d, 
civi1judgrnef;JtS\';rn~·'re:-carnme·n~~a 'tbatipracitic:e iP riv:iJe·g:~.s .smC:>.illd::n~t~b.e~gra nh;i;ij!JA'lt::itJ;Jg,~t,.. 
a thorougt:1 re)J.iew by:Er:ifoJcen:l~·ntf?rqg~$rt1ustafft :Hienf:l\!rth~f •re:comf[l,f;.nrc:tect}ttJ9ji~If~tJi)~r.e·: 
is a peRd ing iltlWeSjiQatibh~·BO~ itfu:~\0,~JQpme~qffhe·grnV<~M1PJ·~~lo:i\J 1~U;IIIilc!i>;tib~ :Kn~)Mrr~tQJ1 ;G?. ~~ 
someMIme j practice' prihtilege:s S:hl:0'l!if€i~notloe::§.f-aote:q :?'~d.;\tn:e 'R:erso.o;:$JIIP.!;;IJ~~~~etr :L.· '" 

encoLl raged to app1¥ ·foriioemsure: dt~w~u~ ·;tbe.~c:p·nseJ1$U5:ltOf~~tb~•.l~S;K.;F)p,r,Q~ to .. , . 
recommend t6ithe."Boa:rd that'.sta;ffip:t:aeeed::as e·utl.ih'ed~inJVI.r:;.Niewitt~tO.ocmern,o: · ,, 
(Attachment_). 

V11llil~ Oonsig~t~tiottP.qfWiiat,~;l;fAn¥i ;foidd;itiorral :0.is.~ualifyir:rg•1GohdiHons: §~~{I)L!IQ; ~e~·'·''F''""(; 
Specified :by;!RegiJ,Ia:Diahs'~,i '~;;~·.:cti ·] --.·....:~~:~ne·::, ; · ·· . 

· ;.,;;-~,-./n~-~ ~~;'{"''.. •' "'~~ ..~ ·>,i\: f"~.\~· .~f.;;~:-

Mr. Newington reported· to:at;r:.e\Ziew, b;y Bnfm:cermerttt:t.P;rz.Qgr:ar:n .;,st~ifif,,dlo ~o.otl'idemt:if~t:~ro:v:.::":¢; 
additional disqualifying conditions that should be adopted by the Board as a regulation. 
He ill'bted •that\therewas"'a prop'osahthat:there·be:~a;rdisqu:alifyimg:a~md ition related te 
unp'a!d::fees;:::but:tt:le ZF<ask (;otce':d i-cbr:rot<adopt th'is>~p:rO:p0sab,,,;,,A i·c! ; .. .c r: '. 

D't:H"ing:the diseusrsic:my an·additionahdisqua'lifying ·:condition was id~ntified and it~ 
was moved by Ms. Sos, seconded·b,y>Ms:LFiowers~,andunanimouslyca:rr.ied:to ''·· 
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recommend that the Board adopt a regulation to clarify that it is a "disqualifying 
condition" to have an unresolved administrative suspension. 

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

Mr. Newington recommended an approach to identifying minor infractions that should 
not be considered disqualifying conditions (Attachment _j. He noted that rather than 
create a "laundry list" of all possible infractions, he was recommending an approach 
base it on the type of penalty that resulted from the infraction. The recommendation 
was to exempt violations for which the discipline or sanction is limited to administrative 
citations resulting in fines of $5,000 or less or continuing professional education. Ms. 
Hillebrand inquired about the $5,000 fine amount and asked how it relates to what other 
states are doing. Mr. Newington indicated he was trying to develop the concept and 
that the amount of the fine was not firm. 

With regard to continuing professional education, Ms. Sos indicated that practice 
privilege holders are required to certify that their continuing education is current. Mr. 
Newington indicated that sometime, additional continuing education is mandated for 
continuing competency. 

After discussion, it was moved by Ms .. Flowers, seconded by Ms. Sos, and 
unanimously carried to recommend that the Board proceed as outlined in Mr. 
Newington's memo and exempt violations for which the discipline or sanction is 
limited to administrative citations resulting in fines of $5,000 or less or continuing 
professional education. Staff were direct to research whether $5000 is the 
appropriate amount. 

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

Mr. Newington recommended as suggested criteria for administrative suspensions 1) 
representations made in the notice, 2) The individual's competence or qualifications to 
practice under the practice privilege in question and 3) the individual's failure to timely 
respond to a Board inquiry or request for information or documents (see Attachment 
_). He indicated that he believed administrative suspension was fairly serious and that 
these three areas involve reasonably significant acts. It was moved by Ms. Flowers, 
seconded by Mr. Schultz, and unanimously carried to recommend Mr. 
Newington's proposal to the Board. 

XI. 	 Comments from Members of the Public. 

Members of the public provided comments during the course of the meeting. 

XII. Agenda Items for Next Meeting. 
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respond to the request and many would contact the Board to get more complete 
guidance. Ms. Franz suggested it would be easier to give them some kind of form such 
as a modified "Form E" in which they could check the boxes to report their experience. 
Ms. Sos expressed an interest in reviewing such a modified FormE which would be 
responsive to the documentation difficulties that might be faced by licensees who have 
been practicing for many years. Consideration of this form was scheduled for 

discussion at the next meeting. 


The Task Force then considered the time frames for response. It was the consensus of 

the Task Force that the time frames outlined in the memo were appropriate. 

Participants noted that failure to respond to inquiry is already a disqualifying condition. 

Ms. Franz indicated that the licensee would not be penalized if the home jurisdiction 

failed to respond timely to the Board's request for information. 


The next issue considered by the Task Force related to what would happen to the 

practice privilege if the individual being audited unintentionally failed to meet the 

practice privilege requirements. It was the consensus of the Task Force that in such a 

situation, the practice privilege should be administratively suspended until the deficiency 

is remedied. 


IV. 	 Consideration of a Process to Address Changes in Reported Information That 
Occur During the Term of the Practice Privilege. 

Ms. Sos indicated that staff had developed a procedure to address changes in reported 
information that occur during the term of the practice privilege (Attachment 3). It was 
moved by Ms. Flowers, seconded by Mr. lino, and unanimously carried to 
recommend Board adoption of the procedure in Attachment 3. 

V. 	 Consideration of Whether it Should be a Disqualifying Condition to Have an Unpaid 
Fine Related to Practice Privileges. 

Ms. Sos called the Task Force's attention to a brief memo prepared by Ms. Granick 
specific to this agenda item (Attachment 4). It was moved by Ms. Flowers, seconded 
by Ms. Sos, and unanimously carried for the Task Force to recommend to the 
Board that it be a disqualifying condition to have an unpaid fine. 

VI. 	 Update on Task Force Actions Related to When an Out-of-State CPA Needs to 
Apply for a California License Rather than Requesting a Practice Privilege. 

Ms. Sos indicated that the memo provided under this agenda item (Attachment 5) 
summarizes, for information purposes, the Task Force actions to date related to the 
question ofwhen a Caltfornia license is needed. 
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Attachment C 

Senate Bill No. 1543 

CHAPTER 921 

An act to amend Sections 5000,5015.6,5076, 5100, 5109,5134, and 
22253.2 of, to amend, repeal, and add Sections 5050 and 5088 of, to add 
Sections 5025.2, 5025.3, 5063.3, and 22252.1 to, and to add Article 5.1 
(commencing with Section 5096) and Article 6.5 (commencing with 
Section 5116) to Chapter 1 of Division 3 of, the Business and 
Professions Code, relating to professions and vocations, and making an 
appropriation therefor. 

[Approved by Governor September 29, 2004. Filed 
with Secretary of State September 30, 2004.] 

LEGISLATIVE COUNSEL'S DIGEST 

SB 1543, Figueroa. California Board of Accountancy: tax 
pre parers. 

(1) Existing law provides for the licensing and regulation of 
accountants by the California Board of Accountancy in the Department 
of Consumer Affairs. The provisions creating the board, specifying the 
board's composition, and authorizing the board to appoint an executive 
officer become inoperative on July 1, 2005, and are repealed on January 
1, 2006. 

This bill would change these dates to provide that the provisions 
become inoperative on July 1, 2011, and are repealed on January 1, 2012. 
The bill would require the Department of Finance, notwithstanding 
specified provisions in the Budget Act, to authorize up to $2,000,000 
dollars in additional expenditures for the board's enforcement and 
litigation activities. The bill would require funds for these expenditures 
to be payable from the Accountancy Fund. The bill would authorize 
funds to be encumbered in any fiscal year in which the board enters into 
a contract for litigation or enforcement purposes, as specified. The bill 
would require funds encumbered for these purposes to be continuously 
appropriated. The bill would enact provisions authorizing 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, to engage in the practice of public accountancy in this 
state under certain conditions. The bill would also prohibit a licensed 
accountant from disclosing confidential information concerning a client 
or a prospective client without obtaining the client's written permission 
with specified exceptions. The bill would authorize the board to assess 
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for a license is granted or denied, practice public accountancy in this state 
only under a practice privilege pursuant to the provisions of Article 5.1 
(commencing with Section 5096), except that, for purposes of this 
section, the individual is not disqualified from a practice privilege 
during the period the application is pending by virtue of maintaining an 
office or principal place of business, or both, in this state. The board may 
by regulation provide for exemption, credit, or proration of fees to avoid 
duplication of fees. 

(b) This section shall become operative on January 1, 2006. 
SEC. 11. Article 5.1 (commencing with Section 5096) is added to 

Chapter.! of Division 3 of the Business and Professions Code, to read: 

Article 5 .1. Practice Privileges 

5096. (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 artide, engage in the practice of public 
accountancy in this state under a practice privilege without obtaining a 
certificate or license under this chapter if the individual satisfies one of 
the following: 

(1) The individual has continually practiced public accountancy as a 
certified public accountant under a valid license issued by any state for 
at least four of the last ten years. 

(2) The individual has a license, certificate, or permit from a state 
which has been determined by the board to have education, examination, 

· and experience qualifications for licensure substantially equivalent to 
this state's qualifications under Section 5093. 

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

(b) The board may designate states as substantially equivalent under 
paragraph (2) of subdivision (a) and may accept individual qualification 
evaluations or appraisals conducted by designated entities, as satisfying 
the requirements of paragraph (3) of subdivision (a). 

(c) To obtain a practice privilege under this section, an individual who 
meets the requirements of subdivision (a), shall do the following: 

(1) In the manner prescribed by board regulation, notify the board of 
the individual's intent to practice. 

(2) Pay a fee as provided in Article 8 (commencing with Section 
5130). 
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(d) Except as otherwise provided by'Jtlii's· arliele' or' by board 
regulation, the practice privilege commefice's.!i\Nheil tlie' individual 
notifies the board, provided the fee is receiV~d'by tfie:bO'ard·witliih 30 
days of that date. The board shall permit tlil!fio'tifteaflon·t6''be·pro'iided 
electronically. ·· 

(e) An individual who holds a practiceprivH:ege utider this article: 
(1) Is subject to the personal and su:bj'eei''iriatter jurisdiCtion and 

disciplinary authority of the board and the courts of this state. 
(2) Shall comply with the provisions of this chapter, board 

regulations, and other laws, regulations,'hlia:·)~rofess'ionar:sl!an'dards 
applicable to the practice of public accountaJicy by the licenseesiof this 
state and to any other laws and regulations applicable to individuals 
practicing under practice privileges in this state except the individual is 
deemed, solely for the purpose of this article, to have met the continuing 
education requirements and ethics examibatibd reqi.Hremerits of this 
state when such individual has met the · "'irhi~~~faJ:l~ 'ebntiriuing· 
education requirements of the state in w,. ·~inHi~vidci'arfi&Ias th'e}' 
valid license, certificate, or permit on whic'll eq\lrvalepey1 ' 

is based. '· fl J' nt

(3) Shall not provide public accountancy s~t~ltf&siththis stafe:frerii 
any office located in this state, except as an employee of a firm registered 
in this state. This paragraph does not apply to: pii~fic. accoll,nfancy·:': 
services provided to a client at the client's place ofbusiness·or;resH1enee~; 

(4) Is deemed to have appointed the regula1ory agency of the state that 
issued the individual's certificate, licen~~. o('peimi:t •uj:ion which 
substantial equivalency is based as the ihdiv'idu'al'1s ·agerit on wh0rn 
notices, subpoenas or other process may 'be sefved·;iri'hriy''action or·' 
proceeding by the board against the individual. .... 

(5) Shall cooperate with any board inv~stigatioll:qf'inqu'iryand'-~nall::: .. · .
timely respond to a board investigation, i · icy; .·..... :nofice;: db.mana~·' : 
or subpoena for information or docum '~il ely"'proV:iQ~itEFtae. 
board the identified information and documents. 

(f) A practice privilege expires one yel:lf~f'¥6 78a't'ei ofithe:n0tice, 
unless a shorter period is set by board r :·. . .. \,,;,~1.i 1 H·w :·n·· 

(g) (1) No individual may practice u 'fiCrl'ee·prlViiJege"wit:hout,t> .;

prior approval of the board if the individual has, or acq1.1ires ~afany;1fiiri~:/ ·' ,. 
during the term of the practice privilege;nany di:sq)hllifyinf'cortclitiofl ·'·~ 
under paragraph (2) of this subdivision. · · : < 1

(2) Disqualifying conditions include: ~ m 1

(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 
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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. 
(3) The board may adopt regulations exempting specified minor 

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

5096.1. (a) Any individual, not a licensee of this state, who is 
engaged in any act which is the practice of public accountancy in this 
state, and who has not given notice of intent to practice under practice 
privileges and paid the fee required pursuant to the provisions of this 
article, and who has a license, certificate or other authority to engage in 
the practice of public accountancy in any other state, regardless of 
whether active, inactive, suspended, or subject to renewal on payment 
of a fee or completion of an educational or ethics requirement, is: 

(I) Deemed to be practicingpublic accountancy unlawfully in this 
state. 

(2) Subject to the personal and subject matter jurisdiction and 
disciplinary authority of the board and the courts of this state to the same 
extent as a holder of a valid practice privilege. 

(3) Deemed to have appointed the regulatory agency of the state that 
issued the individual's certificate or license as the individual's agent on 
whom notice, subpoenas, or other process may be served in any action 
or proceeding by the board against the individual. 

(b) The board may prospectively deny a practice privilege to any 
individual who has violated this section or implementing regulations or 
committed any act which would be grounds for discipline against the 
holder of a practice privilege. 

5096.2. (a) Practice privileges may be denied for failure to qualify 
under or comply with the provisions of this article or implementing 
regulations, or for any act that if committed by an applicant for licensure 
would be grounds for denial of a license under Section 480 or if 
committed by a licensee would be grounds for discipline under Section 
51 00, or for any act committed outside of this state that would be a 
violation if committed within this state. 

(b) The board may deny practice privileges using either ofthe 
following procedures: 
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.State of California California Board of Accountancy 
.·. ,- Depa~1ment of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item II. 
November 18. 2004 · 

Board Agenda Item VIII.F.4.a. 
November 19. 2004 

To 	 Practice Privilege Task Force Members Date November 8, 2004 
Board Members 

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

From 	 Patti L. anz 
M~mP. 

Fr
Licensing 

Subject: 	 Consideration of a Method for Verification of Attest Experience Through 
Random Audit 

At its October 5, 2004, meeting, the Practice Privilege Task Force members 
requested that staff develop a form to be used during the audit process to verify 
whether the 500-hour attest experience requirement had been met prior to 
California practice privilege. 

Therefore, attached for consideration by the Task Force is a modification of the 
Certificate of Experience currently used for licensure in California. It is envisioned 
this form will only be mailed to out-of-state licensees who identify themselves as 
signers of attest reports on the notification form. 

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

Attachment 



STATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 

SACRAMENTO, CA 95815-3832 
TELEPHONE: (916) 263-3680 
·FACSIMILE: (916) 263-3676 

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

CERTIFICATION OF ATTEST EXPERIENCE 

PRINT OR TYPE 
FULL NAME OF LICENSEE: (No Initials) (First) (Middle) (Last) Iu.s. SOCIAL SECURITY# 

I 

FIRM NAME (IF ANY) CURRENT TITLEI 

BUSINESS ADDRESS (Including City, State, and Zip Code) 

BUSINESS TELEPHONE: Area Code ( ) Approximate Number of Years
I Practicing Public Accountancy-

I 
I 

Pursuant to Section 5096.5, you may not sign an attest report unless you have 500 hours of experience in attest services (see 
Section 5095 of the California Business and Professions Code). For these purposes, experience is that which has enabled you to 
demonstrate an understanding of the requirements of planning and conducting an audit with minimum supervision which results 
in opinions on full disclosure financial statements. 

Yes No 

Have you participated in the planning of an audit, including the selection of the procedures to be performed? I I 
II. 

Have you had experience in applying a variety of auditing procedures and techniques to the usual and customary I 
Ifinancial transactions included in financial statements? 

L 

Ill. 
Have you had experience in the preparation of working papers in connection with the various elements of I II and II above? 

IV. 
Have you had experience in the preparation of written explanations and comments on the work performed and its 

Ifindings? 
I 

v. Have you participated in the preparation of and reporting on full disclosure financial statements? 
I 

I hereby certify, under penalty of perjury under the laws qf the State of California, that I have met California's experience requirement, 
Section 5095, prior to the submission of the notification of practice privilege, and that all statements and representations on this form are 
true and correct. 

Licensee Signature Date Signed 

I 
I 



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

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item Ill 
November 18, 2004 

Board Agenda Item VIII.F.4.b 
November 19, 2004 

To Practice Privilege Task Force Members 
Board Members 

From Aronna Granick ~
Legislation/Regulations Coordinator 

 

Date November 8, 2004 

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

Subject: Draft Regulations Related to Practice Privileges 

Attached for your consideration .are draft regulations related to practice 
privileges. It is anticipated that after the Task Force discusses this language 
at its November 18, 2004, meeting, revised language will be provided for 
Task Force and Board action in January 2005, with a regulation hearing at 
the May 2005 Board meeting. 

Attachment 
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-DRAFT-

Article 4- Practice Privileges 

Section 24. License or Practice Privilege Needed. 

An individual must hold a California license or a practice privilege to engage in any 
activity defined as the practice of public accountancy by Business and Professions 
Code Section 5051 for any California resident or business. An individual who does not 
qualify for a practice privilege pursuant to the Article and Business and Professions 
Code Section 5096 shall apply for a California license in order to practice public 
accountancy in California. 

Section 25. Qualifications for and Term of the Practice Privilege. 

(a) To be eligible for a practice privilege an individual shall, at a minimum, meet one of 
the following qualifications: 

(1) Hold a valid license, certificate, or permit from a state determined by the 
Board to have education, examination, and experience requirements for 
licensure substantially equivalent to the requirements in Business and 
Professions Code Section 5093. 

(2) Possess education, examination, and experience qualifications that have 
been determined by the Board to be substantially equivalent to the qualifications 
under Business and Professions Code Section 5093. Pursuant to subdivision (b) 
of Business and Professions Code Section 5096, the Board accepts individual 
qualification evaluations of substantial equivalency by the National Association of 
State Boards of Accountancy's (NASBA's) CredentiaiNet. Prior to seeking a 
practice privilege under this paragraph, an individual shall apply to NASBA's 
CredentiaiNet, pay the required fee, and obtain the required determination. The 
individual shall disclose the CredentiaiNet file number in the notification required 
by Sections 26, 27, 28, and 29 and shall make CredentiaiNet's determination 
available to the Board upon request. 

(3) Have continually practiced public accountancy as a Certified Public 
Accountant under a valid license issued by any state for four of the last ten years. 

(b) Except as provided in Section 30 for practice commencing on or before December 
31, 2007 or in those instances in which prior approval by the Board is required pursuant 
to Section 32, the practice privilege commences on the date of notification pursuant to 
Sections 26, 27, 28, and 29. When prior approval by the Board is required pursuant to 
Section 32, the practice privilege commences on the date the practice privilege is 
approved by the Board. 
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(c) A practice privilege, including a practice'!l{r\i~ifege that is or has been on 
administrative suspension pursuant to Business and Professions Code Section 5096.4, 
expires one year from that dat'eiiQif:Jrlltrt'ificaticlf.l:iam(a cah~d;ttll)·~~renewed. 

(d) For purposes of this Article and Business and Professions Code Section 5096, the 
"license upon which the practice priv.i'le-ge·t;is·~ifuas:edf?'~~€ir~·t~e-;jli·~e'r'i!setupe·tt.,w.t;t.icl:t <tl:le-~·:o · · ,.,,~­
substantial equivalency is based" is the license under which the individual qualifies for a 
practice''p·ri\7ilege"·puils'OaT1lt't0·'~pa~~a§f.aj:)'lfi:(~1~ of §Obsection'l'sQa~\~6'r ~h9itlit!er:rse· in the~s~ate-- · 
of the p'r-i'rit~ipalip'l·abe;cof bt~sirW~ss:fo~ ttiors'erwn·o qua'lify·fdr·~ajp1racuc·e :priivileg.e under 
paragraphs (2)'-.oh(3) :of. subsectior:iit«a)tY' c ,~ ·::i • • ··' : . ,, · ..:.. 

(": .. -~ •' -~~- \ .~: 

(e) The holder of·a,Galifornia',licensethatis expirecd but sLJbje'Cttto renewal is !'lot eligibte' · 
for a practice privilege. !f,, 

To obtaih' a:~practice p·rivilege>ar7J.iiliicd.iv·idl1a11'small ncrtify::the Boar<::~ :a:l[ld, urilder':pemalty,:ol 
perjury, certify the truthfulnessof all information provided in thea:i'dtificatiC,;m·:~;-Qm:erJolk;:t ""·­
notification shall ineludelth~ individl,lal's:,l\lame, prior r.~ames, :firrrl':marn·e.~(if:ab~:)irladdress 
of principal 'place .of;'businesS;"·date. ofbirttr;. soei~l-~se:Clirrity,rmumber;·ste:le:~hG:rneml:~rfflber, 
either a fax nwmher.:or;·e-'rnail achtl res·s\~.the .dafe;.oftheinotificatio·ii,ltt::iHdnd i~i'd.w:a:I$"J.~l 
signature, either handwritten or an electronic equivalent,rthe·state:Cwhere~tlie;•i:rn~cdivlaual 
holds the lip~p.§e, .upo~ \Vh.ich the. p~ac:;ticepri~ilege is _based including_the_li?ense 
n u mbet ·an·c:J)IioeiQ~·~;ls§y~~9~ ;cj,~t~·.~ ~:~·q·~~.~·~t,~fli\'et~~tat~siWh~Jiert~fu:e iirtd i~id,t:ral)f-ibl&$ a 
license'·o[:~l'l'd~nis·~s§8rt,$ti:i'ef:atlt.Ho·ijit~;;tw·i~Jr~otii·~~;r~im·~lu~:i~·gtl\le:n;UJIT.rlireri~;a:i:J:a:isst:~adce 
d~tes• ort~'i)se f1Ic'e1~1se~;:~q t:l~d €li$i;G>f.l ,l't~ft'S"'imotif.P&a:fior:Psifi:a'lli.Trtcfu!Eie· ;all;cof:}the ~sitatemrents 
req di'req tSy 'Sectidtii :2!7 ;fJa1llttiTfe:~ga:g reettfi~enl~i'amG): o~r.fsemtEnre·qlliketl b)l..iSedioit~218,~and aII 
ohhe ·aoditiofiaPirlformatit>·h required li>y Sectidrr:2.~llc" <: ··: ··· ·_ .. t:,u.r r-; \(;.: ;r~.·)/·if;. -~ · 

8 ~:·3 ~~:~"·~'1-'EJ::;· ·)J" r~:;V-: ~fd'tf'·ts:\~):O::l ·-; .~: ..'.·)~}:~~; ..{A[.,A' ;:~ :·-J{~[~;Jr: tt/)'")? ~n ~d~Jlt=·;/: ~ :·j:,~c-;·~;;J 

Secti'6n 21• ~otificatfoin iRet:fuiremen·,fG-:State·r:n~.nts:,.;!>"~· ' ~ .T , .,, · 

\]::·~-~ ..;, :·: t -r.~::S.(~:('(!,,tj(' ·~~ t:~ :~H 1.1' ~::f.~r ;f.~: 8~C i ~:~- ·1 (u•1 ;;.~ '•' 

The n0'titication·;feqtJiredl1{tF0o:fain!a pf.a·ctice'1P>'ti\t.ilegefishEHb·inoluce tile foltmwir@ 
statements made by the individual under penalty~~of:prerJw~LUhde;r,~:th:er>:i'aws;,of:•tf.re·State 
of California: 

( ar'flle iria iviCI;uaf'·f.las 8i1phncipal.pla'ce: Gf.:IO.t~si.riess <thatdsbilbtJim;. C>alifiD;rm'ia\. and'Jthe 
individual does not have an office in California other than through a firm registered in 
Califb'rnia:~:.;d~:tne<ihdiViaua·l i.s''ah<applicant·,for,'lic·enrs·uf.e. um:ciler;;Busii:rHss.anul Rmf.ess·ib.ns1 
Gbde::Se·ttf6'hs'5U872;ab'C1'5B'8~r,·\wl:ldse·'applicatitYm ris·p1endin·!!Jrw ·>·~····'\ · •· .-·,,·· - ··· r·:·: .. ­

·~)1 ~(;~(i:·),,;r;·\.~·C~ ~.i·(r-~tf'l ·t~ .:.:~(1' : ~e·/"~<'' ~e/·-'u··"·tc~· ·~.\_··~:~·i.~~.,nr"~ >f'~'.i~:.~::t] :., ,;, ...., ·~'··:_,. >".·' 

(b)''Tn'e'~inGi1Vid t~alholas ·a valiGI';iicense td 'practice public ·accotititancy in ahotner state·: ,-;": 
:j~ 1-(.'':~~ •,: •' ,,. ~-···,·· ~(··~ ~ ~ ~·· ~. :~~·}~f.;:·. ~ ' .. 

(c) The individual meets one of the minimum requirements to be eligib:l€ifor a,practice::{nr 
privilege described in subsection (a) of Section 25. 



(d) The individual understands he or she may sign attest reports under the practice 
privilege only if he or she has at least 500 hours of experience in attest services. 

(e) The individual is submitting the notice at or before the time of beginning the practice 
of public accountancy in California or within five business days of beginning the practice 
of public accountancy in California. If the notice is submitted within the five business 
days after practice begins, the individual shall identify the date on which the practice of 
public accountancy began and explain the reason for the delayed notice. 

(f) The individual concurrently is submitting to the Board the required fee. 

Section 28. Notification Requirement- Agreements and Consents. 

The notification required to obtain a practice privilege shall include the following 
agreements and consents made under penalty of perjury under the laws of the state of 
California: 

(a) The individual agrees to abide by the laws of the State of California including the 
California Accountancy Act and the Board's regulations. 

(b) The individual consents to the personal and subject matter jurisdiction of the Board 
including the Board's authority to: (1) administratively suspend the practice privilege 
pursuant to Business and Professions Code Section 5096.4, without prior notice or 
hearing and in the sole discretion of the Board; (2) impose discipline pursuant to 
Business and Professions Code Section 5096.3 for any violations of the California 
Accountancy Act or regulations thereunder and recover costs for investigation and 
prosecution; and (3) exchange information relating to the practice privilege and/or refer 
any additional and further discipline to the board of accountancy of any other state, 
and/or the Securities and Exchange Commission (SEC), Public Company Accounting 
Oversight Board (PCAOB) or other relevant regulatory authorities. 

(c) The individual agrees to respond to a Board inquiry even as to a practice privilege 
that has expired. 

(d) The individual consents to the authority of the Board to verify the accuracy and 
truthfulness of the information provided in the notification and consents to the release to 
the Board of all information relevant to the Board's inquiries even after the privilege has 
expired by (1) contacting other states, (2) contacting the SEC, PCAOB, or any other 
federal agency before which the individual is authorized to practice, and (3) contacting 
NASBA. 

(e) The individual certifies to having met the continuing education and examination 
requirements in the state of licensure upon which the practice privilege is based under 
Section 25(d) of this Article. 

3 




(f) The -rn~dN/id ual: ag'rees,to indtiry %Fiefi!~~oi:ird3 i'n'~rith1~§ :wrfnin·:.s-(1), GlaYs'iof,any;Gha:t;tge in 
the info rni·atidn~ iii trlef'rfofi'ce' wn~I6F/(ocrelli:rs'":i(!ffrff.i'f.i~1~~'e ~e'rrrf C>f tliie' p'rWc~ioetp rhHil3§jei;:Y .'· 
including changes that occur while the practice privilege is administratively suspended . 

... -~.;1:}C!.'.\C~ ..,.,· '" ~~r~,nr l ··r', --~+ ~Y'f:!i~.d .. ·--: '!8. ~~:;ttt;r ~c;:(~. rt··.-J > ~-·.i ~~~!;)t)b;/\ 1 -~d. ·.. \ ~~ 

1or/-Jti~J:S:"'i-J :.,-·I ~{~--tf'.fh~~-~f~tr·~.c,.::_: .. • ~s{'li·t<::LO 9\ 11 nl·(~nv~~ -~J ~)t·f~~u;ti.~~~~ ..r···· ~- / }"~t~rr~-~J(~i~-~-~-F- ~ ;r: -· 

Sectro'ri;:zg :~ !foJ'otifi'c'aiti~n')iRequii'emetnf,_CJArCIC:Iitio;nall IrtifcH"~m'atienl I ")C ;:\1(1 ( )(",. c; . 

· ~,-, ···/J.t·~-~--~~.-:.~~;n ~ r···- ····h:V ;'1(, ~~·]· l+r~.T~~Jt 1 ~r;ri2 :r~~ !r.j'{:\/i()f:\~ -~~r.H (t!("i:[,?9ej. ~~~::ut·~£"1 ~". ~;..:~Y" -. ::·~ ~;!.· 

The notification reC(iJirear:ta obtain ~~'Pf~ctice·p'rh:iilege,:sn·atl ili\Ciutle:;tlil~ ~ta·ltewing .. 
information, the truthfulness of which the individual certifies under penalty of perjury 
under the laws ofthe Sta'te of Califohii~: · ·· 

(a) The occurrence ()f any of the events described in subsectiqn (a) of Section 32, each 
of w hich may disqt~laTify~~he~l:riGI:Ividiili1al iiffbf:'h~~a~;'pradioe rif>lFi\/lle'ge?~'arr.Jt!l!:tm i)~ iFSGj'u ires Boc:t'r.(d·i>: 
approval prior to commencement of the practice privileg~. 

;.} ·~ •· .,·(>~[~.~)\ ·~lk:t~·~J~~-·;r·d ~··:;::1;:--~~] ~~t{}£.:s-.~~-i\r~'"4(i :,~~');¥"'J~,r4-' _ ;;, · -1·; E'~(j,· . ,G; ~·itt}·"·~~ 1 "'l()~t~:;.. ..Ji •~ ... 

(b) vHe·:a~p'lie'a:t5iHW;6ortn'ibf;:'·C:ff1arifbr·{ne>fdiiG"wrn§i: "':.unlJ '"hht··· ··;'·'')·''!~"~(;;) \'}\"\!;.; ·~Yf'"";'''"'L:)··qr. 
(1) The individual seeks authorization to sign reports on attest engagements;:;arrd:'}'if ·· 
so, ha.s cornpJet~dqpO hours of attest experience. 
(2Y:f,heiihd·lv:iCiUa1tis''aM:··'~§:Sociafed·~~e{rsd'i'i~af atfeg'iste:recl plll~Jiic'''a~couritirng·.·firnv'as 
used Section 2 of the Sarbanes:::;tDxley 7.\ct of:2®G'2::::''''i : ,··.;: ·:·/' ti '::;tc·qJ(\:J~.~' s:1t1· · 

(3) Tre individual's firm has undergone peer review in the state of the firm's principal 
pl'ace 0Tbl:Jsi'rress; ·::~:~>H' ::>,,·c~"·:~ i.:;t,.•' ,:,nr ...:::~'~·'' l ·:); :·~ o} 1::} :autW/!bn1 · 

(4~'::Phe)Tridivi~tral's'stat'$,af:li'deh's'uire·U~ornwnich;.±'tJ~-'Pr~'o~ice+ptivil~·g~'iiJ~,P~s~d~iJu't': 
under ·S:~'b~it>~· 2'5kd~'?f:e·q·yires\cp:~tih'~lr19fe~~ili~ati9·t1 rrelate:chtcci if,tt=ruclEEcl:~tebti.bm~ 'i:i·m:Gf.l <:if~ :/ 
so, the'~jF)·~ 1iv:i(ffuar:A;fiistf.iii"lfiileG! 'tl;l'is·if.ecfu\irte'iftij'e.~t:~,"~i' '\'f) 'H)!'t"in1·~ib ~'.lor.; ~\"~f ni b;~s Qf"~::~''"''' 

S~t~'~.r;h·h~:r~~ ~.r+t ~r~ :;:. l~'~1~. ··~/t ~ ~~~1n;_~ --·~·~t~YJ~--~~;~·., :-..~1"(; ..~~ ,, - ..... r.~~·t.}\<.".1 ;.~:'!'q(-~·;.,· ~ :;: 

G-~~·H3 "'~t'H!t~~H~fj(~~S·\.~n{ t~J· ;_j·;d·tJ~J -~~~\Ir;.~:.. t.r;;"'~ 1 )f'·~aq ·'"·;::(.H~L~l~ff::~v·tt 2~r"(.\~'ff:::tH~,;q·~ ·t; ;~Jti. VfJ~--~-£~1'f1UfJ"'·~..-\,.l 

Jo:::::s·afe''Aarbatr·:::irperioa·::aflfhefNotice~n· · )[';(...~. ~}··~ , \ : r:. -.or\ij'-''>" ·. 
~~~hE~r-~·~ ~-~Jcd't·:1 tt\M. l("l 1/;)f\:fi.f~'~\tft):t~21\:.:, ~t') t·rH~"";C;t"i ~-J(«jj; t'~;! ')'ttd(l!~}:.~H~.: J~3dt·~tfl Jf'1F ~~~·;<YtJH~)l)F-; ·. ·:·,, 

(a) ~ne;ndtificatiorf€1esb.ri~~&fqh1secii6rns:26:,,·:2~. ~zs;-a:m:c!l'•:2,9::srfiatl~be~swbmi.tte:Q :td1thre\·c· f 

Board on or before the ihdi~iaual tbegiri's'•p't,:actioe (ir:F8'a·lif:ort1:ia~~uifo1·Cf(3f;a\;prabtic'9'JprhiJ;Ier~re; 
However, during the period January 1, 2006, through December 31, 2007, an individual 

1shall!i~&t: o'e:ideem·ecf;le fu§('j RVicHati6ri''"'Of :tHfEV'arffcl~';;6 r!:rA.r:Ncle 15'.;;~ rof{tm~:;Artrcbt:n'l'ta·n G>y: Aet 
(commencing with Business and Professions Code Section 5096) solely fu·et:;a_tlJ'se&m:el e:~"' 
she begjf1s th~ pr~ctice of public accoqnting in California prior to giving notification, 
provi8e~.'.l~·cltlrrca¥it£:r5>(i~c~~·50):i~e·Q'Wi~~in :f;iv~:~tsU$ll1·e~§:~~~~s~:®'t1't~fe!tda1~.;B:h:$'0tJb.&::e~e§:i!m§. i tl 
Af1:1·irtGHVi·au~n ;~no gi'vesv'notiti6ati&"rf!to.::£fl~:.~so·a:rd·:wi~ffilril~i!it:~e; f.iV.e.:ea~~:pefif>cl!iptoli/'.ie:e·ciluimi JtJ 

th fs~;;§~:O~fB·ti'lsfual r,;b·e:,:a:eefmeGI t0~·rfil;a~e':ta'!;pfa;ctiHe~:p'riV.i.ie:getfr&.ffltl.atl:l'ecfi;ristuc\tc:f¥~oftp r~rctic'e im1· 
Califd:rri~l~~, v'"!-:,· ·'~.i~.~-~/~~ ·-; -~~~·' : ,f' ~·~ r:.;·(;ry·. ~:~ -~~·3tt,;,r;~ ) ~)r~i'··)<s:·Jc:(t:J ·' ~ .fi:~ :·~]er·qtJ~~~.: 

{' ,.. ,:: ·, i ' , f-~ . ' ', .. ,·.· :;..,:"•' . '•t' 

(b) The Board may issue a fine of to for notifying the Board m0re;,~ ill 
than five business days after beginning practice in California. 

"'~"_,:·X'o.: · · ... Jr·-· ···r,:~ ...~.. ,~4 ,.-,· ,. ~(~: :·;\;-·14/·f;it"'( t ····:l·i!t~~~v.- :ct.f':· .,.., 
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31. Payment of the Fee. 

The fee required by Section 70(h) must be received by the Board within 30 days of the 
date of notification. 

(a) An individual is subject to fine of __ to __ for the ·first failure to pay the practice 
privilege fee within 30 days of the commencement of the practice privilege, including 
attempting to pay with a check that is subsequently dishonored. 

(b) An individual is subject to fine of to for any subsequent occurrence of 
failure to pay the practice privilege fee within 30 days, including attempting to pay with a 
check that is subsequently dishonored. 

(c) An individual is also subject to an administrative suspension for failure to pay the 
fee, including attempting to pay with a check that is subsequently dishonored. This 
administrative suspension shall remain in effect until the Board gives its approval for the 
individual to resume practice and shall not extend the term of the practice privilege. 

32. Board Approval Required Prior to Commencement of the Practice Privilege. 

(a) No individual may practice public accountancy in California under a practice privilege 
without prior approval of the Board if he or she has, or acquires at any time during the 
term of the practice privilege, any of the following conditions: 

(1) The individual is convicted of a crime other than a minor traffic violation. 

(2) The individual has had a license or other authority to practice a profession 
issued by a state, federal, or local agency or court or the Public Company 
Accounting Oversight Board (PCAOB) revoked, suspended, denied, surrendered, 
put on probationary status, or otherwise sanctioned or limited, except for the 
following occurrences: 

(A) an action by a state board of accountancy in which the only sanction 
was a fine of less than$ or a requirement that the individual complete 
specified continuing education courses. 

(B) the revocation ofa license or other authority to practice public 
accountancy, other than the license upon which the practice privilege is based, 
solely because of failure to complete continuing education or failure to renew. 

(3) The individual is the subject of an investigation, inquiry, or proceeding by or 
before a state, federal, or local court or agency (including the PCAOB) involving his 
or her professional conduct. 

(4) The individual has had a judgment or arbitration award in an amount greater than 
$30,000 entered against him or her in a civil matter alleging actionable conduct in the 
practice of public accountancy. 
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(5) The individual held a practice privilege in California that expired while under 

administrative st:n3p,·ensiorr br5vJit~ah 2tJnpa'id fine? ·' . ··, 


(6) The individual has failed to respond to a request for information from the Board 
regar.a·irng~aimatte:r relratealtt)ra::'~Orrent or prior practice':l~ni\tile'ge .... : .:. 

."}r'{·~~~\J.,>·Jf"" , . ,~~.,··. "'·~..:.:.~..,f'§ sdt "'·· (t:;_~.p··· F. :·~'~ ~ ••t ,-:?.\;--·- · . ....(.{> 

(b) The practice privilege i~f!slif.ldje'€t21l~ a:dministrati~ ·Stls·perisi"m·m· if a~y..of'~t<ie c;onditiorn:; 
listed in subsection (a) of this section occur during the term of the practice privilege. 

33. Changes to Information on the Notification. 

(a) Ari7i'ndi\lid ual~sh~HI¥rep6rt~' inrwrcitif:rg t0'~1iiel•!Bo'a're ~e~t~ang'es· i:rtr~:~ble 4-!ilfe·rr:r~ation rep>erted 
on the t:i0'tlfi0atibif:f~Witl\lrn S:@~Clay§eof~:lea11ih1'ill~tG>flth'e")cl:l:::#r~rey~;q -~, .,,,. 

~ -:~··'' :2Jt~~t·iiD ··:r~~;.:~;f.'::i .:}r~; 

(b) An rF~cWJitflilal~is"~s'ttfsjeGt~td~a''fit:~e 
t.")~~~:~~:.:r~ ... ~ "~~rrt.-:~.·1 ··\f}}~r\t:.?tl-~r.~~~ ~.:,,.·rtt~.r"'': 1 .•• ·• ·J 

requirements of this section. 

34. Response to Board Inquiry. 
,n:~1 ~·..r·}l·t~~:r~··· ···1 .:~. ···rJ·! 1 .~.} h • r "':(' ;: ., . _,),:~;u·"'t J:')tJ'')~~:,.,,., F;\ ..; .. ~:·~/·.. !)'·::· -~~/·· 

Failti're tcFcb'mf!H~hwith~'tlle ol;jligatiorl~.to~ret:;p~o·hdtto·.~Bdate::J~il'lquif¥ipurst:Jca·nt~:t01,Se;c;;tidn,··· 
5096(e)(5) could result in one'ii®:rJmbre";:(i)f~tlfl'g~,ftb1116wi·ro"£l\p 'li'E> s"lit~~'Yo si-lt~'· ,,.. · •· 
(a) Issuance of a fine. of to __. . 
(b) An ad ni1r:i•lst'rativefisltl§pe·n'sllb Iii'> l!lf.~'atl'cUf:rreiilt:lp>1ra·ctiG:e·:pti~ile~e:-pu:rs iJra mlt€bB:us~itress 
and Professions Code Section 5096.4. 
(c) The ¥el8ruit~trH§nl te ;~l'P't~·int;ttie:laf!>'~tto~a l:<of(the Bo'a;t:d• befb:ns <!!<D'I'flilrim:em:cirt~·it0.:;p'ffa6ti:ce 
Under a f,utUire':pf:actfOe:p(iiS.H!e~fe. ';UO') '0 .,:;_: b:'~·L_,> :,h;;i•;; p, tn ..•-C>U~:2 

~;'4~:.::~-t~~-..-\~~~1"tU,8 t)~!tf~Jitb ~}~)it:;v~~~ · trlt~H~~'"'"f.:~,~~J qft-',.t• · .':~:·):~rl 

35. 
,~l(i'~:~:.>""~f,;~)'? ·/~oi'~\r::: \t )t~ 

An indiviGiijj·§'lt'rYraoti'cihg"~·,r'faer a'practioerc~·fivilege'·shall meet theFconUnl~mg~edhcaticn 
requirements of the state issuing the license upt7>f:f1WiilcltPtrre;p~ra'ctjceipn~iteg.e :is ·bas-ed 
pursuant t&i~ee1i~Ml!'125~GI)9t m'r 1,.,:. .:Hit': ''1 :.~:r.v:;'Jt. ·'>IfF ··o~_;v'-3' ,r g 

~""Jt'(JtP<.: 3" ·t ··4.Jtrv.t _. ... ('HJ '~~:f"~ll"_~t 1· ~f~" f'lt=:.r-~ :sr>!-~ ·- i:Jt"'f'i~ ':·-~·':lt=~ 

Section 70. Fees. 
~ l :! J ~)-f"' rh r'f~. -~rH .2t fdt.HJr~n ~..Jf:t -~r. <... 

(a) (-'1'j Co'mmonorR·g~u\ly 1'i12ClCJ1!~·the~'f.e'e'S"'ttl.~~~e·,at.l"argea:eactr:Ctdiron;lia~app:lieat.tt:ft:u::·; 
the· paper and peneil eertified publie aeeountant examinatioR~~:iimlrtdin:g::e'aebr:'ap:plieant 
for re examination, shall be an applieation fee of $60 and a fee of $36 for eaeh part of 
thef1l'S'xa')TflFI'allbti'F9qUested'bY'tliot:tpplicaRt:F ''~jm~b\;; {. 'iq r! ,,;g;1 ::; ~ 'Y): /! r ;., 
(~''TFie :n,~d'to 'oe oha'rge·a'ej3ao:~a·p,p lic~h-jjt:'f#om anotKlt:n7 state·,·A:~t;rer:~it~~fo~:::tse-:pap:e.r anEl 
penoil oerttfied publie aeeountant examination in California's'l::ia'll!b'e~:a'tata'ltafr:$?5':• "·.;;.~-· · 

Continuing Education Requirement. 
,~ "';nc...~ ;-'·\~..~~·')~;.:)~·: · .: t 

lJ~~:~.~;~~~ 



f6) Commencing January 23, 2004 the fee to be charged each California applicant for 
the computer-based Uniform Certified Public Accountant Examination, shall be an 
application fee of $1 DO for issuance of the Authorization to Test to first-time applicants 
and an application fee of $50 for issuance of the Authorization to Test to repeat 
applicants. 

(b) Commencing July 1, 2001, the fee to be charged each applicant for issuance of a 
certified public accountant certificate shall be $250. 

(c) The fee to be charged each applicant for registration, including applicant for 
registration under a new name as a partnership or as a corporation, shall be $150. 

(d) Commencing July 1, 2000, the fee to be charged each applicant for the initial permit 
to practice as a partnership, a corporation, or a certified public accountant shall be 
$200. 

(e) Commencing July 1, 2000, the fee to be charged each applicant for renewal of a 
permit to practice as a partnership, a corporation, a public accountant, or a certified 
public accountant shall be $200. 

(f) The fee for the processing and issuance of a duplicate copy of a certificate of 
licensure or registration shall be $1 D. 

(g) The fee for processing and issuance of a duplicate copy of a registration, or permit 
or other form evidencing licensure or renewal of licensure shall be $2. 

(h) Commencing January 1, 2006, the fee to be charged an individual for a practice 
privilege pursuant to Business and Professions Code Section 5096 shall be $100 
annually. 

Note: Authority cited: Section 5010 and 5018, Business and Professions Code. 
Reference: Sections 122, 163 and 5134 Business and Professions Code. 
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----------- -------------------

STATE 'oF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 ARNOLD SCHWARZENEGGER, Governor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE250 


SACRAMENTO; CA 95815-3832 

TELEPHONE: (916) 263-.3680 

FACSIMILE: (916) 263-3675 


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


Practice Privilege TF Agenda Item IV. Board Agenda Item VIII.F.4.c. 
November 18, 2004 November 19, 2004 

NO"riFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 

PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO 


CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096: 


Name: 	 Prior Name(s): ----------- ­

Firm Name: 

Address Of Principal 

Place Of Business: 


Telephone Number Fax Number Business 
(business hours): (business hours): E-mail: 

Date Of Birth: I Social Security Number: ---------------------- ­
QUALIFICATION REQUIREMENTS: 

1 I am an individual. 

2. 	 My principal place of business is not in California and I do not have an office in California 
other than through a firm that is registered in California and of which I am an employee or 
I have a pending application for licensure in California under Sections 5087 and 5088. 

3. 	 I am qualifying for Practice Privilege based on my valid license to practice public 
accountancy in the following state: 

State: License Number: 	 Date Issued: 

4. 	 0 a. The state of licensure identified in item 3 is deemed substantially equivalent by the 
California Board of Accountancy {see Appendix 1 for list of substantially equivalent 
states); OR 

D b. 	 My individual qualifications have been determined by NASBA to be substantially 
equivalent (NASBA file no. . ); OR 

0 c. 	 I have continually practiced public accountancy as a certified public accountant under a 
valid license issued by any state for 4 of the last 1 0 years. 

5. 	 I understand that I may sign a report on an attest engagement under this privilege to 
practice only if I have at least 500 hours of experience in attest services. 

6. 	 I agree to abide by the laws of the State of California, including the California 
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at 
http://www.dca.ca.gov/cbalacnt_act.htm) and the regulations thereunder (accessible at 
http://www. dca.ca.govlcbalregs.htm). 



. -·~ 

,'_;. : 
· .. /f t-,~; ... ~ ~,..·~·.. · ..•.. ,~. ~c.]~: .~\C:-~~ /-,\~n·1 ,·<;~·i··:;. J.:.~·-· 

: ~-·~.

T.. , . . :• -~ 	 I consent to the personal and ·sul3j:ectzm~~n~:n2jwni:sali.mtta:m okthe California Board of 'ir "(;t~~ ·, I. 
-,~,~~;-•· OJt. ~ .J.S ~'~'\!,:;>1~\i:~<{:Accountancy (CBA) including, btffn;of1:iiml~e~ tf'G;"ff.i~"~f0fldwing: 

' ..,:, _·;\:·:::·}' a. To suspend or revoke, without p~i~r:'tJ.C>~iP,E? or;~~:@~:rJ'ng and in the sole discr,,§.t]Q,,Q 
' 

"''>' CBA or its representatives\:the-~rivile.getG>·ptcrctiae·p~:~olic accounting; . , '"*'~ 
b. 	 To impose discipline for any violation of the California Accountancy Act or regful 

, , th~~~~!JH~~r~nc::l,r~cover cost$1fQf~~~i.!;l":§§~ig~F~~ ~,r;JfL,RrgSJ1f:tp,u.tion; and 
c. 	 t0~~r-o-V.iCiJe;rl)lt~r.r;m·ation relatingTo ~l'"practice-~riMffagj"e'&noZ$r r~fer any additional and 

further discipline to the board of accountancy of any other state and/or the SEC, 
·~eeAIQB~, .mt.otlh'€ir~r-;e.le'ia:a~~rrerg: ..liflfaffiorr.t·i:fi:tl\ititotitie-st"'' ~'o~ Fq ;;~ 0'-L • · . •,-,· ,. \ : "· •·',.

' ~ " .'~·~\·'·'·- •• ~f!,O,:. -~---"' ...... ->:.. • - .-!<'~- ...II' ..,.;!' ~ ~.... t. ..,_ l" 

. ~·- -~-!-~ .h. ,•:-_rt~":.~ ("t:Yt f"';~'- .':.. ~ 1': ,,_t (~:irf'~r-:4:~!' ·..,, (.~' ;.'*'-"". ~"11 ~· ~~-~:'A ~i~"'·:o,t' '·s'i ~ ~,.,. ""'\ ,,. ' 1-l , ..~. ~' ... ' • --~· ·"""'' r·~ 

8. 	 I agree tq "f,e,§pg:f1·a,~:f.a'l;l;yl:?bJ~:~q~I1Je~i~!~~~ii91~fl:t~RVilig~·: b~¥,':f$~e~9:~11:~r~l~!lo,g to. my 
california'pracffce' privlleg·e·;·incluafng·'affef'the exp"ih3:!ion' of 'this priviH~g~: 

9. 	 I consent to the authority of the CBAtowerify the accuracy and truthfulness of the 
information provided in this notification. I consent to the release of all information 
relevant to the GSA's inquiries now or in the future by: 
a. 	 Contacting other states; 
b. 	 Contacting the SEC, PCAOB or any other federal agency before which I am 

authGrizedto practice; and ··' :,... · · · 
c. 	 Contacting NA~H?,A,, 

'' 

I 0. 	 I am submitting thisifH:5tice to the CBA: 

D at or before the time I begin the ·R~~qt~8-~ qf1BY.t?lip l~~j\q<:>.untancy in California; OR 

D within five business days of beginning the practice of public acc<,?:;~~~~~-8~:1J'h9.~~fW~}een,·:1
_}_}_. My reason(s) for not providing notice on or before that dafe: · · 

·~v<;~Ccl'c\~'~ ilB r11f:& :~O!!'lW. i(l br:r:> g,;notilc'3;_:, .. \ Ot~'i'2'i<~:i~.18~\ .~; '6<'~1 rm,: B 1\JUO\ri·~ Cli:',r I ""I1iC' 
It. I ~51:y;~ r@.~t ·tm;~d¥'!.!1tinw.~~i~. ~~~ U,Q,~tlp,n. r~tH~I_remenML?J;~p any, ~X9;f.D:H~C:l qi~~PJ§msJor t,l),e: 

state of licensure identified in item 3 above. · · "' · 

~c· ,~ .. 	 ;~,... )' 3:";;{·,9::~.~- : ~ ~· · -- .. --'··-~~<1 ::.::.?--·..,;· ,. ·:;'l •.:::.:r::}j··~';-t.:: .. _;t ··~rUH!~;E~ ... : 

12. 	 In ~he eve~t that any of the informati.on. in this notice;£~i9,1tP.~~r•~wLXiJll ~l~~~ld~;:fh~,.C,t3A , 
wntten not1ce of any such change w1th1n 30 days of 1ts occurrence. 

. ;~ 

13. 	 I am concurrently submitting the fee of $1 00.00. 
_.(ij 	 {~., .C"'t~Y~f.-~v:L_,(}', 

DISQUALIFYING•:QQ:Nn>IJici:~S~:t,n:; 
.':(,1

Please check any of the items below that apply. For any checked items in (1)-(6), you must provide additional 
information as reque.stechir.r~ttachlirreht~Jaf.Jeiy,_Q't.i)are 'fl'(!)t •au-1/iJ.ar:ized •to:;ppii_c;Ji(iedl?j Califoiinia .t!Jiilless .and 
until you receive notice from the CBA that the privilege has1been grante'-GJt+ :\t:'~~.:\'-,~' .,.,,_.. ac 

· -~~:~G~~:~v (J f r~~~;!Et{ ~ti~ k) t_-.. ~(_,~ -~ .. ~~ '13 \.~ro.;r~ vn ~\1~.f f~;~;;" ~?~t·· i ~'"te·(~'.

D 2. 	 I have had a license, registration, permit or autliority to practice a: profession 
su·rre'na·eir.era; Clle'mie"cii~r' susjljerrdedprev0kectl;· or :otherwise discJplir:recl: mr ~sartdti.oneGI except 
for the followin~:'occi:Jr:ref.ites: 

(A) 	 an ac:ti91:1 .bY:.?,stp.t~ •. Je?~ra.l,, q,r loo~lagE?nC.Y. or court pJJhe PPAP~ in,.yvhich the only 
0 .~~nsr.l;m. w~~.{~)n~~)~~ti~~.~·JR.~~ :~;,.; ,: .•..·.}.>,~,.?; ~eq uir,~rn~hl.:'~~l,~~~ ,ih(#i){i~~aI C8tnplete 

. '"'~p.~glfle,q!Qqt;J1!r,li:J.1flg~e.c;i.I.JC§it!0[1PO:Ur.9~S.,,- ,.,,,,, ,, ,,,,.,,.,'''<"" ,,, ''""'I"····· ocd 

(s)""tHe.r$v06aHolrat· a'i'icensero-r'C>tf1er 'aUtnoHty'·ta p~a:~tlq,g:·e!J~HP.:~e~fqg·~t~'g.c;y; otH~r 
than the license upon which the practice privilege is base8, so'leiY.. oeaa(ise of failure 
to complete continuing education or failure to renew. 

2 
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----- ------

-----

-------

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

1 4. I have an unresolved administrative suspension or an unpaid fine related to a prior 
California practice privilege. 

D s. I did not respond to a request for information from the Board related to a prior practice 
privilege. 

D s. I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct. 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: License Number: Other Authority: 

State: License Number: ------ Other Authority: 

·I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. D Yes D No 

I am an associated person of a firm registered with the PCAOB. D Yes D No 

My office where I have my principal place of business undergoes peer review. DYes D No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement. D Yes D No 

, , understand that any misrepresentation or omission in 
connection with this notification is cause for termination of my practice privilege in California. Further 
I authorize the California Board of Accountancy to act accordingly, including notifying other state or 
federal authorities. I certify under penalty of perjury under the law$ 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. 

Your privilege expires one~year from the date of this notice. 
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----- ------

>TAT-EOF CAl-IFORNIA- STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, .Govemor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 


SACRAMENTO, CA95.815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (.916) 263-3675 


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


ATTACHMENT X 

I. If you checked any of items 1 - 6 under disqualifying conditions, please provide explanatory details: 

2. If you checked item 6 under disqualifying conditions, please also provide: 

Date of Judgment/ 

Arbitration Award: Jurisdiction/Court: Docket No: 
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State of California California Board of Accountancy 
Depc- ''tment of Consumer Affairs 

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

Memorandum 
Practice Privilege TF Agenda Item IVA
November 18, 2004 

 Board Agenda Item VIII.F.4.c.i. 
November 19, 2004 

To 	 Practice Privilege Task Force Members 
Board Members 

From 	 Patti L. Franz 
Licensing Mana 

Date November 8, 2004 

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

Subject: 	 Electronic Signature for Practice Privilege Notification Forms Submitted 
Via the Web 

Because it is envisioned a majorizy of out-of-state licensees will submit their 
notification form on-line, the Task Force requested staff to develop language for the 
on-line signature block for the notification form. Therefore, staff recommend the on­
line version of the form include the language provided in Attachment 1. 

Attached for review are California Civil Code Sections 1633.1- 1633.17, the 
Uniform Electronic Transactions Act (Attachment 2). Section 1633.2(h) states: 

"Electronic signature" means an electronic sound, symbol, or process attached 
to or logically associated with an electronic record and executed or adopted by 
a person with the intentto sign the electronic record. 

Below are the assumptions regarding the notification process for a California 
Practice Privilege: 

• 	 The Notification and Agreement to Conditions for the Privilege to Practice Public 
Accounting in California will be available on the Board's Web site. The · 
individual will have the option of completing the form on-line or downloading the 
form from the Web site. The downloaded form would have one signature line 
(Attachment 3); the on-line form another (Attachment 4). 

• 	 The individual will have a five-day safe harbor period for practice privilege 
notification. 

• 	 Practice privilege will commence on the date the notice is submitted, unless the 
individual answers affirmatively to any of the disqualifying questions. 

• 	 The individual must submit a $100 payment to the Board, which needs to be 
received within 30 days of notification pursuant to Section 5096(d) of the 
Business and Professions Code. 

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

Attachments 



I A ree Cancel 

Attachment 1 

I understand that any misrepresentation or omission in connection with this 
notification is cause for termination of my practice privilege in California. 
Further I authorize the California Board ofAccountancy to act accordingly~ 
including notifying other state or federal authorities. By typing my name in 
the box below and clicking the "I Agreeff button I certify under penalty of 
perjury under the Jaws of the State of California that the information 
contained in this notice is true and correct. If I am not prepared to so certify~ I 
understand that I should click the ucancel" button to discontinue the 
notification process. 

Full Name 
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CALIFORNIA CODES 
CIVIL CODE 
SECTION 1633.1-1633.17 

ATTACHMENT 2 


1633.1. This title may be cited as the Uniform Electronic 
Transactions Act. 

1633.2. In this title the following terms have the following 

definitions: 


(a) ."Agreement" means the bargain of the parties in fact, as found 
in their language or infe~~ed from other circumstances and =rom 
rules, regulations, and procedu~es given Lhe effect of agreements 
under laws otherwise applicable to a pa~Licular transaction. 

(b) "Autom<ned t~ansaction" means a transaction conducted or 
pe~formed, in whole or in part, by electronic means or electronic 
records, in which the acts or records of one o~ both pa~ties are not 
reviewed by an individual in the ordinary course in forming a 
contract, performing under an existing contract, or fulfilling an 
obligation required by the transaction. 

(c) "Compute~ prog~am" means a set of statements or inst~uctions 
to be used directly or indi~ectly in an information processing system 
in order to bring about a certain result. 

(d) "Contract" means the ·total legal obligation resulting from the 
parties' ag~eement as affected by this tit.:.e and other applicable 
law. 

(e) "E.:.ect~onic" means relating to technology having ectrical, 
digital, magnetic, wireless, optical, electromagnetic, o~ similar 
capabilities. 

(f) "Electronic agentn means a computer p~og~am or an e.lectronic 
other automated means used independently to initiate an action or 

respond to electronic records or performances in whole or in part, 
without ~eview by an individual. 

(g) "Elect~onic record" means a reco~d c~eated, gene~ated, sent, 
communicated, ~eceived, or sto~ed by electronic means. 

(h) "Electronic signatu~e" means an electronic sound, symbol, or 
p~ocess attached to or logically associated with an electronic reco~d 
and executed or adopted by a person with the intent to sign the 
electronic record. 

(i) "Gove~nmental agency" means an executive, legislative, o~ 

judicial agency, department, board, commission, authority, 
institution, or instrumentality of the fede~al gove~nment or of a 
state or of a co~nty, municipality, or other political subdivision of 
a state. 

(j) "Information" means data, text, images, sounds, codes, 
computer prog~ams, software, data bases, or the like. 

(k) "Information processing system" means an electronic system fo~ 
creating, gene~ating, sending, receiving, storing, displaying, or 
processing information. 

(1) "Person" means an individ~al, corporation, business trust, 
estate, trust, pa~tnership, limited liability company, association, 
joint venture, governmental agency, public co~poration, or any other 
legal or commercial entity. 

(m) "Record" means informa-::ion that is inscribed on a tangible 
medium or that is stored in an electronic o~ other medium and is 
retrievable in perceivable form. 

(n) "Security p~oced~~e" means a procedure employed for the 
~rpose of ve~ifying that an electronic signature, record, or 

performance is that of a specific person or for detecting changes or 
e~ro~s in the information in an electronic ~ecord. The term incl~des 

http://Vl\VW.leginfo.ca.gov/cgi-bin/waisgate?WAISdociD=94853227722+5+0+0&WAISaction=retrieve 11/8/2004 
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a procedure that requires th'e use of' algorithms or other codes, 

identifying words or numbers, encryption, or callback or other 

acknowledgment procedures. 


(o) "Transaction" means an action or set of actions occurring 

between two or more persons relating to the conduct of business, 

commercial, or governmental affairs. 


1633.3. (a) Except as otherwise provided in subdivisions (b) and 
(c), this title applies to electronic records and electronic 
signatures relating to a transaction. 

(b) This title does not apply to transactions subject to the 

following laws: 


(1) A law governing the creation and execution of wills, codicils, 

or testamentary trusts. 


(2) Division 1 (commencing with Section 1101) of the Uniform 

Commercial Code, except Sections 1107 and 1206. 


(3) Divisions 3 (commencing with Section 3101), 4 (commencing with 

Section 4101), 5 (commencing with Section 5101), 8 (commencing with 

Section 8101), 9 {commencing with Section 91b1), and 11 (commencing 

with Section 11101) of the Uniform Commercial Code. 


(4) A law that requires that specifically identifiable text or 
disclosures in a record or a portion'of a record be separately 
signed, including initialed, from the record. However, this 
paragraph does not apply to Section 1677 or 1678 of this code or 
Section 1298 of the Code of Civil Procedure. 

(c) Th.is title does not apply t'o any:specific t,ransaction· 
described in Section 17511.5 of the Business and Professions Code, 
Section 56.11, 56.17, 798.14, 1133, or 1134 of, Sections 1350 to 
1376, inclusive, of, Section 16&9.6, 16B9.7, or 1689.13 of, Chapter 
2.5 (commencing with Section 1695) of Title 5 of Part 2 of Division 3 
of, Section 1720, 1785.15, 1789.14, 1789.16, 1789·.33, or 1793.23 of, 
Chapter 1 (commencing with Sect:ron T80li) of Title 2· o.f Pa.rt 4·:-o:t: 
Division 3 of, Section 1861.24, 1862 .. 5, 1917.712, 1917.713, 1950.5, 
1950.6, 1983,_ 2924b, 2924c, 2924f, 2924i, 2924j, 2924.3, or 293/ of, 
Article 1. 5 (commencing with Section 2945) of Chapter 2 of Title 14 
of Part 4 of Division 3 of, Section 2954.5 o:c. 296.3 of, Chapter 2b 
(commencing with Section 2981) or 2d (com.irten:c:ing w.it,h Sectior.J. 29.85. 7) 
of Title 14 of Part 4 of Division 3 of, or Seation 3071..5 of, the 
Civil Code, subdivision (b) of Section 18608 or Sect.i'on 22328 of the 
Financial Code, Section 1358.15, 1365, 1368.01, 1368.1, 1371, or 
18035.5 of the Health and Safety Code, Section 658·, 662,.· 663, 664, 
666, 667.5, 673, 677, 678, 678.1, 786, 10083, 10086, 10087, 10102, 
10113.7, 10127.7, 10127.9, 10127.10, 1019Tt 10199.44, 10199.46, 
10235.16, 10235.40, 10509.4, 10509.7, 11624;09, or 11624.1 of the 
Insurance Code, Section 779.1, 10010.1, or 16482 of the Public 
Utilities Code, or Section 9975 or 11!7:38 of the Vehicle Code. An 
electronic record may not be substituted foF.<amy -,notice tha.t is 
required to be sent pursuant td Seetion 1162 of the Gode 0f Civil 
Procedure. Nothing in this subdivision sha!ll be construed to 
prohibit the recordation of any document with a county recorder by 
electronic means. 

(d) This title applies to an electrbnic record or electronic 
signature otherwise excluded from the application of this title under 
subdivision (b) when used for a transaction subject to a law other 
than those specified in subdivision (b). 

(e) A transaction subject to this titlie is also subject to other 
applicable substantive law. 

(fl The exclusion of a transaction from·the applic;.p.tion of this 
title under subdivision (b) or (c) shal:l be const~rued only to exclude 
the transaction from the application of this title, but shall not be 
construed to prohibit the t'ransaot:Ul::Yrf-· ·f.l:'otil being· conduG<t,ed by 

l:lttp://'Www.legihf'o!ca:.go:vlegi::.HinYwaillsgate?W:Ars:a.oo:IID.;;0Q4.~1a:?SiQ6.Q,f:'~t9#~&;W:AJ.:S-'f9ti9J:l=t.etr~~;v~, 10/12/2004 
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·electronic means if the transaction may be conducted by electronic 
means under any other applicable law. 

1.4. This title applies to any electronic record or electronic 
~ ~nature created, generated, sent, communicated, received, or stored 
on or after January 1, 2000. 

1633.5. (a) This title does not require a record or signature to be 
created, generated, sent, communicated, received, stored, or 
otherwise processed or used by electronic means or in electronic 
form. 

(b) This title applies only to a transaction between parties each 
of which has agreed to conduct the transaction by electronic means. 
Whether the parties agree to conduct a transaction by electronic 
means is determined from the context and surrounding circumstances, 
including the parties' conduct. Except for a separate and optional 
agreement the primary purpose of which is to authorize a transaction 
to be conducted by electronic means, an agreement to conduct a 
transaction by electronic means may not be contained in a standard 
form contract that is not an electronic record. An agreement in such 
a standard form contract may not be conditioned upon an agreement to 
conduct transactions by electronic means. An agreement to conduct a 
transaction by electronic means may not be inferred solely from the 
fact that a party has used electronic means to pay an account or 
register a purchase or warranty. This subdivision may not be varied 
by agreement. 

(c) A party that agrees to conduct a transaction by electronic 
means may refuse to conduct other transactions by electronic means. 

a seller sells goods or services by both electronic and 
.!electronic means and a buyer purchases the goods or services by 

conducting the transaction by electronic means, the buyer may refuse 
to conduct further transactions regarding the goods or services by 
electronic means. This subdivision may not be varied by agreement. 

(d) Except as otherwise provided in this title, the effect of any 
of its provisions may be varied by agreement. The presence in 
certain provisions of this title of the words "unless otherwise 
agreed," or words o: similar import, does not imply that the effect 
of other provisions may not be varied by agreement. 

1633.6. This title shall be construed and applied according to all 
of the following: 

{1) To facilitate electronic transactions consistent with other 
applicable law. 

(2) To be consistent with reasonable practices concerning 
electronic transactions and with the continued expansion of those 
practices. 

(3) To effectuate its general purpose to make uniform the law with 
respect to the subject of this title among states enacting it. 

1633.7. (a) A record or signature may not be denied effect or 
enforceability solely because it is in electronic form. 

(b) A contract may not be denied legal effect or enforceability 

Jlely because an electronic record was used in its formation. 


(c) If a law requires a record to be in writing, an electronic 
record satisfies the law. 

http://\VV{\7;1.leginfo.ca.gov/cgi-bin/waisgate?WAISdociD=60291325 060+0+0+0& W AISaction=retrieve 10/12/2004 
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(d) If a law requires a signature, an electronic signature 

satisfies the law. 


1633.8. (a) If parties have agreed to conduct a transaction by 

electronic means and a ·law requires a person to provioe; send,_ or 

deliver information in writing to another person, that requirement is 

satisfied if the information is provided, sent, or delivered, as the 

case may be, in an electronic record capable of retention by the 

recipient at the time of receipt. An electronic record is not 

capable of retention by the recipient if• the sender or its ... ,, 

information processing system inhibits the ability of the recipient 

to print or store the electronic record, 


(b) If a law other than this title requires a record to be posted 

or displayed in a certain manner, to be sent, communicated, or 

transmitted by a specified method, or to contain info:r::mation that is 

formatted in a certain manner, all of the following rules apply: 


(1) The record shall be posted or displayed in the manner 

specified in the other law. 


(2) Except as otherwise p:tov:tded· in paragraph (2) of subdiv:ision 
(d) , the record shall be sent, communicated,. or trans,mi t ted by the 
method specified in the other law~ 

(3) The record shall contain the information formatted in the 
manner specified in the other law~ 

(c) If a sender inhibits the ab±lity of a recipient to store or 
print an electronic reco-rd, the electronic Jrecor'd is not enforceable 
against the recipient. 

{d) The requirements of this section may not be vaJ::ied by 
agreement, except as follows: 

{1) To the extent a law other than this title requires informa,tion 
to be provided, sent, or delivered in wri t-img but .permits. tha,t 
requirement to be varied by agreement, the requirement unoer 
subdivision (a) that the inforttla:t>j:en'"·be;.in the- form. 0f an elec.tronic 
record capable of retention ·may" a:lso" be· varied by ag,reement. 

(2) A requirement under a law other t-han this title to .send, 
communicate, or transmit a recordby first-class mail may be varied 
by agreement to the extent permitted by the other law. 

1633.9. (a) An electronic record or electronic signature is 
attributable to a person if it was the act of the person. The act of 
the person may be shown in any manner, including a showing of the 
efficacy of any security procedure applied to determine the person to 
which the electronic record or electronic signature was 
attributable. 

(b) The effect of an electrohic record 0r electronic signature 
attributed to a person under subdivision (a) is determined from the 
context and surrounding circumstances at the time of its creation, 
execution, or adoption, including the parties.' (;igreement, if any, and 
otherwise as provided by law. 

1633.10. If a change or error in an electronic record occurs in a 
transmission between parties to a transaction, the following rules 
apply: 

(1) If the parties have agreed to use a securi-ty procedure t:o 
detect changes or errors and one pa.rty has confo:t::!,lled to the 
procedure, but the other party has not, and the nonconforming party 
would have detected the change o:t error had that party also 
conformed, the conforming party may avoid the effect of the changed 
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or erroneous electronic record. 
(2) In an automated transaction involving an individual, the 

individual may avoid the effect of an electronic record that resulted 
from an error made by the individual in dealing with the electronic 
agent of another person if the electronic agent did not provide an 

Qrtunity for the prevention or correction of the error and, at the 
.e the individual learns of the error, all of the following 

conditions are met: 
(i) The individual promptly notifies the other person of the error 

and that the individual did not intend ~o be bound by the electronic 
record received by the other person. 

(ii) The individual takes reasonable steps, including steps that 
conform to the other person's reasonable instructions, to return to 
the other person or, if instructed by the other person, to destroy 
the consideration received, if any,· as a result of the erroneous 
electronic record. 

(ii~)The individual has not used or received any benefit or value 
from the consideration, if any, received from the other person. 

(3) If neither paragraph (1) nor (2) applies, the change or error 
has the effect provided by other law, including the law of m~stake, 
and the parties' contract, if any. 

(4) Paragraphs (2) and (3) may not be varied by agreement. 

1633.11. (a) If a law requires that a signature be notarized, the 
requirement is satisfied with respect to an electronic signature if 
an electronic record includes, in addition to the electronic 
signature to be notarized, the electronic signature of a notary 
public together with all other information required to be included in 
a notarization by other applicable law. 

(b) In a transaction, if a law requires that a statement be signed 
'.nder penalty of perjury, the requirement is satisfied with respect 
an electronic signature, if an electronic record includes, in 

addition to the electronic signature, all of the information as to 
which the declaration pertains together with a declaration under 
penalty of perjury by the person who submits the elec~ronic signature 
that the information is true and correct. 

1633.12. (a) If a law requires that a record be retained, the 
requirement is satisfied by retaining an electronic record of the 
information in the record, if the electronic record reflects 
accurately the information set forth in the record at the time it was 
first generated in its final form as an electronic record or 
otherwise, and the electronic record remains accessible for later 
reference. 

(b) A requirement to retain a record in accordance with 
subdivision (a) does not apply to any information the sole purpose of 
which is to enable the record to. be sent, communicated, or received. 

(c) A person may satisfy subdivision (a) by using the services of 
another person if the requirements of subdivision (a) are satisfied. 

(d) If a law requires a record to be retained in its original 
form, or provides consequences if the record is not retained in ~ts 
original form, that law is satisfied by an electronic record retained 
in accordance with subdivision (a). 

(e) If a law requires retention of a check, that requirement is 
cisfied by retention of an electronic record of the information on 

the front and back of the check in accordance with subdivision (a). 
(f) A record retained as an electronic record in accordance with 
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subdivision (a) satisfies a law requiring a person to retain a record 
for evidentiary, audit, or like purposes, unless a law enacted after 
the effective date of this title sp'ecHiccl.lly prohi!billts the use of 
an electronic record for a specifife!Q: j;:iuq)bse. 

(g) This s.ection does not preclUde a governmental' agency frbm 

specifying additional requirements f·or the retention of a record 

subject to the agency's jurisdiction. 


1633.13. In a proceeding, evidence of a record or signature may not 

be excluded solely because it is in electronic form. 


1633.14. (a) In an automated transaction, ·the following rules 
apply: 

(1) A contract may be formed by the interaction·of electronic 
agents of the parties, even if no individual was aware of or reviewed 
the electronic agents' actions or the resulting terms and 
agreements. 

(2) A contract may be formed by the interaction of an electronic 
agent and an individual, acting on the individual's own behalf or for 
another person, including by an interaction in which the individual 
performs actions that the individual is free to refuse to perform and 
which the individual knows or has reason to know will cause the 
electronic agent to complete the transaction- or performance. 

(b) The terms of the contract are determined by the substantive 
law applicable to it. 

1633.15. (a) Unless the sender and the recipient to a 
different method of sending that is reasonable under the 
circumstances, an electronic record HF'sefi:t: wfien t:he information is 
addressed properly or otherwise· diiect'ed '·properly to the reG:ipient 
and either (1) enters an in,formatiofi 'prooessing ·system e:Jutside· the 
control of the sender or of a pe:r:sori that sent the electronic :r:ecord 
on behalf of the sender, or (2) enters a region of an information 
processing system that is under the control of the recipient. 

(b) Unless the sender and the recipient agree to a different 
method of · that is reasonable under the circumstances, an 
electronic record is received when the electronic record enters an 
information system that the recipient has designated or 
uses for the purpose of receiving electronic records or information 
of the type sent, in a form capableof being processed by that 
system, and from which the recipient is able to retrieve the 
electronic record. 

(c) Subdivision (b) even if the place the information 
processing system is located is different· f'i'cm•the pJ.ace the 
electronic record is deemed to. oe received 1}nder sUbdivision (d) . 

(d) Unless otherwise expres provided in the ei·ectronic record 
or agreed between the sender and the recipient, an electronic record 
is deemed to be sent from the sender's pla·ce of business and to be 
received at the recipient's place of busihes1s o:t 1 if the recipient is 
an individual acting on his or her own behalf, at the recipient's 
place of residence. For purposes of this subdivision, the following 
rules apply: 

(1) If the sender or recipient has more than one place of 
business, the place of business of that person is the place having 
the closest relationship to the underlying transaction. 

(2) If the sender or the recipient d6es not have a place of 
business, the place of business is the sender's or recipient's 
residence, as the case may be. 
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(e) An electronic record is received under subdivision (b) even if 
"no individual is aware of its receipt. 

(f) Receipt of an electronic acknowledgment from an information 

processing system described in subdivision (b) establishes that a 

record was received but, by itself, does not establish that the 


,tent sent corresponds to the content received. 
(g) If a person is aware that an electronic record purportedly 

sent under subdivision (a), or purportedly received under subdivision 
(b), was not actually sent or received, the legal ef£ect of the 
sending or receipt is determined by other applicable law. Except to 
the extent permitted by the other law, this subdivision may not be 
varied by agreement. 

1633.16. If a law other than this title requires that a notice of 
the right to cancel be provided or sent, an electronic record may not 
substitute for a under that other law unless, in addition to 
satisfying the requirements of that other law and this title, the 
notice of cancellation may be returned by electronic means. This 
section may not be varied by agreement. 

1633.17. No state agency, board, or commission may require, 
prohibit, or regulate the use o£ an electronic signature in a 
transaction in which the agency, board, or commission is not a party 
unless a law other than this title expressly authorizes the 
requirement, prohibition, or regulation. 
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0 	 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. 


""] 	 4. I have an unresolved administrative suspension or an unpaid fine related to a prior 
California practice privilege. 

0 	 5. I did not respond to a request for information from the Board related to a prior practice 
privilege. 

0 	 6. I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct. 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: License Number: 	 Other Authority: 
~---

State: 	 License Number: ------ Other Authority: 

I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. 0 Yes 0 No 

I am an associated person of~ firm registered with the PCAOB. D Yes No 

My office where I have my principal place of business undergoes peer review. 0 Yes D No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement 0 Yes 0 No 

11 	 understand that any misrepresentation or omission inJ 

connection with this notification is cause for termination of my practice privilege in California. Further 
1 authorize the California Board of Accountancy to act accordingly, including notifying other state or 
federal authorities. I certify under penalty of perjury under the laws of the state of California that the 
foregoing information is true and correct. 

Signature: 	 Date: 

Your privilege to practice commences with the submission of your completed notification and your fee. 
Your privilege expires one-year from the date of this notice. 
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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. 

4. 	 I have an unresolved administrative suspension or an unpaid fine related to a prior 
California practice privilege. 

0 	 5. I did not respond to a request for information from the Board related to a prior practice 
privilege. 

6. 	 I have had a judgment or arbitration award against me in an amount of $30,000 or 
greater that involved allegations relating to my professional conduct. 

ADDITIONAL INFORMATION (Required): 

In addition to the state of licensure identified in item 3, I am also authorized to practice in the following: 

State: 	 License Number: _____ Other Authority: 

State: 	 License Number: _____ Other Authority: 

I wish to be able to sign an attest report under this practice privilege and I have at least 500 hours of 
experience in attest services. 0 Yes 0 No 

I am an associated person of a firm registered with the PCAOB. 0 Yes 0 No 

My office where I have my principal place of business undergoes peer review. 0 Yes 0 No 

The state of licensure identified in item 3 requires continuing education in fraud detection and I have fulfilled 
this requirement. 0 Yes 0 No 

j understand that any misrepresentation or omission in connection with this notification is cause for 
termination of my practice privilege in California. Further I authorize the California Board of 
Accountancy to act accordingly, including notifying other state or federal authorities. By typing my 
name in the box below and clicking the "I Agree" button I certify under penalty of perjury under the 
laws of the State of California that the information contained in this notice is true and correct. If I am 
not prepared to so certify, I understand that I should click the "Cancel" button to discontinue the 
notification process. 

Full Name 

I Agree Cancel 

Your privilege to practice commences with the submission of your completed notification and your fee. 

Your privilege expires one-year from the date of this notice. 
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.~tate of California California Board of Accountancy 

~ ·{)epar~ment of Consumer Affairs 
2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item V. Board Agenda Item VIII.F.4.d. 
November 18. 2004 November 19. 2004 

To Practice Privilege Task Force Members Date November 2, 2004 
Board Members 

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

~~,::;;;;C
E-mail gnewington@cba.ca. gov 

From Gregory~- ~.fng~~f'« ;·~,-
Chief, Enforcement Division 

Subject: Processing of Affirmative Responses to Disqualifying Conditions on the Practice Privilege 
Notification Form 

Business a.nd Professions Code Section 5096(g) (Attachment 1) lists disqualifying 
conditions related to California Practice Privilege. At the September meeting, I provided 
the Task Force with the standards and process for evaluating how the disqualifying . 
conditions may result in the denial of the practice privilege. 

At the time of notification the out-of-state licensee is required to provide additional 
information on Attachment X of the Notification Form if they answer affirmatively to any 
disqualifying condition, including whether they have been convicted of a crime other than a 
minor traffic violation. 

Therefore, Licensing staff should permit practice privilege if the individual reports the 
following: 

• 	 Any misdemeanor clearly not"substantially related" to the practice of public 
accountancy, such as spousal abuse. · 

• 	 Any misdemeanor, including those which are "substantially related", which are more 
than 15-years old. 

• 	 Any expunged misdemeanor more than five-years old. 
• 	 Any expunged conviction over 1 0-years old. 
• 	 Driving under the influence. 
• 	 Possession/use of a controlled substance. 

Licensing staff should refer all other convictions to the Enforcement Division for review, as 
well as: 

• 	 Professional license discipline or sanction issues. 
• 	 Matters involving investigations or proceedings related to professional conduct. 
• 	 Matters involving judgments or arbitration awards related to professional conduct. 
• 	 Matters involving an unresolved administrative suspension. 

GPN 

Attachment 



Attachment 1 

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

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

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