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CALIFORNIA BOARD OF ACCOUNTANCY

FINAL

MINUTES OF THE
November 19, 2004
BOARD MEETING

The Crowne Plaza Hotel
5985 West Century Blvd.
Los Angeles, CA 90045-5463
Telephone: (310) 642-7500
Facsimile: (310) 342-7010

. Callto Order.

President lan B. Thomas called the meeting to order at 9:02 a.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 ltems
X.B-l. 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 9:02 a.m. to 2:32 p.m.
Renata Sos, Vice President 9:02 a.m. t0 2:32 p.m.
Stuart Waldman, Secretary-Treasurer 9:02 a.m. to 2:32 p.m.
Ronald Blanc 9:02 a.m. t0 2:32 p.m.
Richard Charney 9:02 a.m. to 2:32 p.m.
Ruben Davila 9:25 a.m. t0 2:32 p.m.
Donald Driftmier 9:02 a.m. t0 2:32 p.m.
Charles Drott ‘ Absent

Sally A. Flowers 11:30 a.m. 0 2:32 p.m.
Sara Heintz 9:02 a.m. to 2:32 p.m.
Gail Hillebrand 9:02 a.m. to 2:32 p.m.

12659



Thomas lino 9:02 a.m. to 2:32 p.m.

Clifton Johnson 9:02 a.m. to 2:32 p.m.
Olga Martinez 9:02 a.m. to 2:32 p.m.
David Swartz 9:02 a.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 (CalCPA)
Tom Chenowith

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

Mike Duffey, Emst & Young LLP

Katy Gould, Society of California Accountants (SCA)

Richard Robinson, Big 4 Accounting Firms

Hal Schultz, California Society of Certified Public Accountants (CalCPA)
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 (CalCPA)
Sarah Weber, Center for Public Interest Law (CPIL)

Charlene Zettel, Director, Department of Consumer Affairs

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 ltem 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 ltem 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
ltem 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 | 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. Sos, 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 o 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. Sos, 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 ltem 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 ltem VIILF 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. Ms. 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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Board Agenda ltem VIILF.1
November 18, 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 a;t
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 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 Felimeth, Center for Pubiic Interest Law
Donald Driftmier, Baord Member

Michael Duffey, Ernst and Young LLP




“Harisk Kahnna, Administrative Committee Chair
Olga Martinez, Board Member
Richard Robinson, Richard Robinson and Associates
Diane Rubin, NASBA Vice Chair-Elect
Jeannie Tindel, Caiﬁ‘omta Stéiety of Certified Public Accountants

l. Minutes of the July 15, 2004—;§{Meetmg

it was moved:by Ms. Hlllebrand secon‘ded by Mr. Schultz and unanimously
carried to approve the minutes of the July 15, 2004 meetmg

Il. Update on Status of Practice Privilege Leglslat

Ms. Sos reported that SB 1543 (Flgueroa} “the leglsla’n@n containing 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 hét thie: source
of thexr%cqncem Ms, Sigmann added that the Departmem of Consumer Affairs was
finishing. i *an:a[‘y is of vxsr@n relatediﬂt@outsmuromg and.
the Franchise Tax Board were-'th st froubling, 7 e oy Py o -

Ill. Consideration of Whether the Board Should Accept NASBA’s Desigha‘cion of S‘ta’tesw
as Substantially Equivalent (Subject to Board Review) or Develop its Own List.: .-

A. Presentation by Diane Rubin of NASBA.

Ms. Sos welcomed Ms. Rubin. Ms.Sos then indicated she would like the Task.Forgce,
consider Agenda ltems Ill and IV together. In her introductory remarks, Ms. Sos;gpted
that the National Association of State Boards of Accountancy (NASBA). akreadygmakes
determinations regarding which states are “substantially equiva ent” and through
CredentialNet, performs a similar service for individuals who mestig
experience requirements substantially equivalentioeittieddhiform-Acto
(UAA),

Ms. Sos noted that the practice pnvuege statutes give the Bo rd the.a
its own continuous oversight and monitoring, to accept determinati
such as NASBA. She indicated the issue before:the Task:Forc
appropriate course of action. She added that the guiding factors:
the same factors that guided the development of the practice.privilege
and foremost to protect California’s consumers, second to avoid:unpe ry
for staff, and also to promote uniformity across states and make the movement of
qualified individuals across borders as seamless as possible.
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Ms. Sos noted that aﬁer reviewing the mater;als tha’t had been iarovrded a’f prevzous
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determine subs’tamxal equivaiency, boih for states and for. mdl\nduals Ms Sos
welcomed Ms. Rubin and explained that Ms, Rubin was: attendmg to.help the Task



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 1o 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
practlc:e 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,
examination, 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 150 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 laws and regulations of all of the states and io 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 Commitiee 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
Siandard. 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 famifiar 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 CredentialNet conducts a very thorough review which includes reviewing
coliege transcripts and verifying experience. She noted that CredentialNet tailors its
services to the needs of a particular state.
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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 the only method through which these determinations
would be made. During the discussion Ms. Hillebrand asked if the Board could request
that CredentialNet consider ethics requirements in making its determinations. Ms. Sos
indicated that the Board could inform CredentialNet that ethics is a priority and request
that CredentialNet'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 authority, 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 Equivaient States
A. Presentation by Diane Rubin of NASBA.

B. Discussion.

See Agenda ltem il

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

Ms. Sos introduced Agenda ltems 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 lost, 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 nofification is required, 3) the risk of snaring people who have done
nothing wrong if there is no safe harbor, 4) the impact of various altematives 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 fo 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 Felimeth 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 pariner 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 requiremenis of other licensing
agencies, and none allow people from out-of-state to simply self-ceriify and then come
in and practice. The closest example she could find is the process for out-of-siate
atiorneys 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 recsived
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 Felimeth 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 late 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 aliow for
transition. '
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Afier discussion, it was moved by Ms. Hillebrand that the foliowing procedure be
recommended to the Board to address the payment issues under discussion: at
such fime 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 administraiive 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. Hilliebrand amended her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Fiswers and unanimously
carried,

VI, Consideration of the Standards and Process for Detemining How the “Disqualifying
Conditions” May Result in Denial of the Practice Privilege.

Mr. Newington repored on a recommendead 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 empioyed by Llcensmg Program staff when reviewing applications
for licensure.

With regarded to disqualifying conditions relaied primarily to pending investigations and
¢ivil 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 siaff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

Vill. 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 disgualifying conditions that shouid be adopted by the Board in regulations.
He noted that there was a propesal that there be a disqualifying condition related to
unpaid fees, but the Task Force did not adopt this proposal.
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professmnaheducatmn Staff v were,,dlrected to%research whether $5000 is the

recomme ; ges’ted criteria for adri ms*tratlve suspensnens 1) -
representatsons made in the no‘mce 2) the“individual's ‘coffipstentce™ “ordualifications to ;
practice under the practlce privilege in question and 3) the individual’s failure.io; t:mely
respond.te a Board inquiry or request for. information or documents (see Attachment 5).
He indicated that he beligvad adrmiifistrative’ siispensich wasiairly s nddhat
these three areas involve reasonably significant acts, It was: mév‘éd "by'Msz*\Elpwers,
seconded by Mr..Schultz, and unanlmously camed to recommend Mr.

Newmgtcm-,s proposal fo the Board' e I

"\\

55

Xl Comments from Memb

4w
e

of the Publig, " T mp e

Members of the public provided comments during the course of the meeting.
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Xll. Agenda items for Next Meating.

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, mesting
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
10:00 a.m. fo 4:00 p.m. at the Board office in Sacramento.

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

11



State of California
"Department of Consumer Affairs

California Board of Accountancy
2000 Evergreen Street, Suite 250

Memorandum

To

From

Subject :

Attachment 1 Sacramento, CA 95815-3832
Practice Privilege TF Agenda ltem V Board Agenda ltern VHILF 8.
September 9, 2004 September 10, 2004
Practice Privilege Task Force Date . August 16, 2004

Board Members

Telephone : (916) 561-1718
Facsimile : (816) 263-3674

Va5

Renata M. Sos, Chair
Practice Privilege Task Force

Consideration of a Safe Harbor Provision for Notices

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

The statutes give the Board flexibility to adopt by regulation a “safe harbor” period
for the submission of notifications to the Board: that is, although notification would
be due at the time the practice of public accountancy begins, the notification form
could be submitted to the Board some number of days later. The statutes also
provide that if it chooses to adopt a safe harbor, the Board may by regulation
shorten the life of the practice privilege (ordinarily one year) in cases where notice
does not occur simultaneously with the start of the practice of public accountancy in
this state. The issues of whether to recommend a safe harbor and its duration are
now before this task force.

Arguments For and Against a Safe Harbor Period

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

For: A safe harbor will encourage reporting to this Board and discourage
avoidance of notification. Certain CPAs may be unable to notify the Board
simultaneously with the start of practice in this state (for example, the junior CPA
who is sent at a moment’s notice to do an inventory in California). It is better for
consumer protection to get notice a little late than to not get it at all. Moreover, the
lack of a safe harbor could unfairly penalize qualified CPAs for innocent and
arguably insignificant failures to timely submit notifications. There is, moreover, no
enforcement risk in a reasonable safe harbor period. The statutes give this Board
disciplinary authority over those who try to use the safe harbor period to practice

~without notice. Those individuals can be found in viclation of Section 5086.1 of the

statutes (Practice Without Notice) and appropriately disciplined by the Board.



. meetmg was.to ofﬁer\a safe .harbor onl<y to CPAs employed by, firms that are,

Practice Privilege Task Force
August- 16 2004
Page 2 '

Against.. The notice form will be on-line, simple and stra:ghtforward leen todays
technologtes sxmultaneous no*tn‘rcat&on should not be a problem, even for CPAs
under'inténse time presstirés’ A safe harbor undermines the fundamental concept
of the practice prlvnege — that it does not commence until notification and paytent
are submitted. It is in the interest of consumer protection for the Board to know
immediately who is practicing public accountancy in California. -

Firms versus Individuals

As you will recall, the issue of a safe harbor period originally arose, and continues
to surface, in the context of larger firms, They maintain.that there are.... .
circumstances in which immediate notification is impossible, given firm procedures
and administrative obstacles. One option discussed by the PPTF in its May

: ach-as.
potenhally«a di / Jmedlate
notification WIthout comprom,rs nsumer protectson ln decx ling, \g«he;tber to take

Q C
such an approach, this task force needs to considér, among otherthmgs the
falmess to CPAS not employed by}ﬂrms reglstered in Cahforma

in past discussions, the task force identified the followina‘ fa”ctorsﬁas ’é"é’ﬁé“‘ﬁ%‘%o the
guestion of the length of any,, safe hanbor perio

(2) permitting comp[lance in circimstances where there may ‘be delaysin®
‘ ut-of-state CPA; and

unauthortzed practice Wlthout nofification. | believe that these factors still appiy and
should gulde the. task force’s~dehberatnons/on thas PO oint...

o
A

RIS

(1) encouragmg o@mphanc%% all;

—



STATE .O‘F CALIFORNIA ~ STATE AND CONSUMER SkERVICES AGENUY
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NF o Yo CALIFORNIA BOARD OF ACCOUNTANCY ~
A c;“""‘“ o 2000 EVERGREEN‘STREET‘ SUITE 2580
SACRAMENTQ, CA 95815.3R32

TELEPHONE: (916} 263-3680
- Mfairs FACSIMILE: (816) 263-3675
{ = WEB ADDRESS: hitp://www.dca.ca.govicha

. Attachment 1

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number
(business hours):

Fax Number
; (business hours):

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

Date Of Birth:

Social Security Number:

In connection with this privilege to practice, | wish to be able to sign a report on an attest
engagement. [1Yes “INo

QUALIFICATION REQUIREMENTS:

1. | am an individual,

2. My principal place.of business is n’ot in California and | do not have an office in
California other than through a firm that is roglstered in California and of which |
am an employee.

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

State/Jurisdiction: License Number: Date Issued::

4. _la. The statefjurisdiction identified in item 3 above is deemed substantially equivaient.

by the California Board of Accountancy (see Appendix 1 for list of substantially
eqguivalent states); OR



10.

11.

12.

13.

’ l%gree*to abide g

[ have continually practlced pubhc accountancy as a certified - ‘public

,.‘a.,‘ \%’& {
sned

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

countant- (
under a valid license issued by any state for 4 of the last 10 years: }

P

to pract ce cn f I}mee‘g %Ca’ n‘ornla S requ;remergts Ate] SIgn attest reports.

: :HM/* TR N *"’:“E”'»A"‘:»"

vhei’State o CAiitoH - inclu

te Ca‘llfcrnna
Accoun’cancy"A A nd Professions Dot ‘Secticnfs G0t seq.,
accessible at hitp://www.dca.ca.gov/cba/acnt_act.htm) and the regulations
thereunder (accessible at htip./www.dca.ca.gov/cba/regs. htm).

| consent to the personal and subject matter jurisdiction of the California Board of

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

d. To suspend or revoke, without prior notice or hearing and in the sole
discretion of the CBA or its representatives, the privilege to practice public -
accounting; o "

b. Toimpose discipline for any violation of the California Accountancy.Act og: .-
regulations thereunder and recover costs for investigation and prosecution;
and

c. To provide information relating to a practice privilege and/or refer-amy. == - - -
additional and further discipline to the board of accountancy of any other:state
and/or the SEC, PCAOB or other relevant regl ulatory authorities.

| agree to respond fully and completely to all inquiries by the CBA rélating tc~my
California practice privilege. {

| consent testhie-authorityiof:the CBA foiverfy:the accuracy andtriuthiulness -
of the information provided in this notification. | consent to the release of
all information relevant to the CBA’s inquiries now or in the future-bys -
a. Contacting other states;
b. Contacting the SEC, PCAOB or any other federal agency*beforé whicham-~ - -

authorized to practice; and
. Contacting NASBA, -
| am submitting this notice to the CBA at or before the time | begm the practice of
pubhc accountancy in California and understand thatthis*practice privilege
expires one year from the date of this notice or; OR .

SO me

| am an employee of a firm regfstered in California and am submxttmg this notice
xﬂth“"f‘ ] day§ of begin irg the praetic ipublicras

cragcouritancy in California. |
urdéreTana that this brattice prvilegs expires M wisriths]drom the date of this
notice. CoT

| hdve mét thé continuing educition réqlirsmeénts and any-ethics exam
requirements for the state of my principle placé of Business.

.....

CBA wntten nct;ce cf any such change w1‘rh1n 30 days of its occurrence

LT R L TR AR R4 e ¥hbe s - 2o

| am concirrently submitting the fee of $100.00. S
2



ADDITIONAL INFORMATION:

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

Other

State/Jurisdiction: License Number: Authority:
Other

State/Jurisdiction: License Number: Authority:

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

1. | have been convicted of a crime other than a minor traffic violation.
O 2. | have had a license, registration, permit or authority to practice surrendered,
denied, suspended, revoked, put on probationary status or otherwise limited.

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

] 4. ' |have had ajudgment 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 s. | failed timely to submit the required fee with a notification submitted immediately
prior to this one. :

L, , understand that any misrepresentation
or omission in connection with this notification is cause for termination of any practice

privilege in California and that the California Board of Accountancy will act accordingly,
including the notification of other state or federal authorities. | certify under penalty of
perjury under the laws of the state of California that the foregoing information is true and correct.

Signature: , Date:

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

Privacy Statement:

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in California. Sections 5080 through 5085 of the Business and Professions Code authorize the coliection of this
information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplets.
information provided may be transferred to the Depariment of Justice, a District Atorney, a City Attorney, or to another
governmental agency as may be necessary to pemmnit the Board, or the transferee agency, to perform its statutory or constitutional
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1788.24. Each individual has the right to review his
or her file, except as otherwise provided by the information Practices Act. The Executive Officer of the California Board of
Accountancy is responsible for maintaining the information in this appiication, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 85815, or by calling {816) 263-3680, regarding guestions about this notice or
access to records.
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State of California
Department of Consumer Affairs

California Board of Accountancy
‘ 2000 Evergreen Street, Suiie 250
Attachment 2 Sacramento, CA 85815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda Item V Board Agenda ltem VIIL.F.6
Sepitember 9, 2004 September 10, 2004

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

@,}J/{Ag\- Facsimile : (916) 263-3674

Renata M. Sos, Chair
Practice Privilege Task Force

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

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

1. A safe harbor allows a person to begin practicing in California before the person
has told the California Board, under penalty of perjury, that he or she does not have
any of the disqualifying conditions, or the conditions that require review by the

Board staff before the privilege can first be granted. A safe harbor would allow
someone who is not qualified for an instant practice privilege to use the privilege
anyway until the time that the form is due, and then, and only then, learn of or
disclose to the Board the disqualifying condition.

2. ‘A safe harbor means that someone who practices in California for a short time
with no intention of ever filing the form, and never does file it, may not have viotated
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 1o sign atiest reports.)

I look forward to our discussions on September oM.



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

Sacramento, CA 95815-3832
Memorandum

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

Board Members

From Gregoz; Nevv?gg:r’

Chief, Enforcement Division

Telephone : (916) 561-1731
Facsimile : (916) 561-3673
E-mail . gnewington@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 forthe 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 denijal 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 evaiuation
guidelines are recommended:

Section 5096(q){2) ~ Paraaraphs (A) and (B)
(g) (2) Disqualifying conditions include: :

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or sanctions
involving any license, permit, registration, certificate or other authority to
practice any profession in this or any other state or foreign country or to
practice before any state, federal, or local court or agency, or the Public
Company Accounting Oversight Board.

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of
Section 5096(g) would equate to likely serious violations or unprofessional conduct
and should preclude practice in California under the practice privilege model.
Exceptions will, however, be experienced. Exampies 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 ’
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reoccurrence (shoplifting). Examples under paragraph (B) could d include revocation
of a Téxas CPA tettificate for failure to renew the license timely.

Evaluzation guidelines should be established that will allow licensing staff to identify
and pass (allow practice privilege) on convictions having no relatxonshlp with the
practice of pubhc accountancy, misdemeanor convictions over40 years old and
license sanctions in other jurisdictions caused by administrative® procedural act;ons
versus discipline for unprofessional conduct. The Board's licansing staff currently
employ sirilar guidelines in their evaluation of applicants for licensure and that
system is operating smooth!ﬁ . S;tuat ions mvolvmg disqualifyi

"'7‘ gn i

review will B Gondtic{ed 18 determitieifFthere is°4 factlal basis 1o deny prac’mce
under a practice privilege, or actual California licensure, pursuant to Business and
Profess;ons Code Sectlon 480 QGrounds for Derual)

‘ /'gxry of proceedirig by or. before any
I or agency, mcludmg, but nét i :

© Cdm”"p“é"h-sf Aot
conduct of the mdiVlduai

<<<<<

The presenoe of any of the coné txons hsted“m paragra
5096(8)Will indicate tha possibility of Saristis Vidiation
and practice rights via the practice prlvnege option sh
thorough review by Enforcement Diyisi
mvestlgat ive actxon ori nquxry to obta

s (C) or (D) of Section
‘ 'ngrdfessnonal conduct,
d'not be granted thh“ou’t‘

Practioe rlghts via practxce pmvﬂegeshould cmly be' granfed if Em‘orcement Division
personnel are able to obtam an understandmg of the facts suﬁ ent to conclude
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Section 5096(q) — Paraaraphs (2)(E)
(h) (2) Disqualifying conditions include:
(E) Any other conditions as spécified 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(ag)

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

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation,

(B) Revocation, suspension, denial, surrender or other discipline or
sanctions involving any license, permit, registration, certificate or other
authority to practice any profession in this or any other state or foreign
country or to practice before any state, federal, or local court or
agency, or the Public Company Accounting Oversight Board.

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

(D) Any judgment or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand
dollars ($3C,000) or greater.

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

(3) The board may adopt regulations exgmpting 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)

(a) Pract ice privileges may, be demed forfailure to qualify under or comply with
the prcv sions of this artlcle or lmpiementmg regul lations, or for any act that if
committed by an appllcant for licensure wodld-be grounds for dem 4l'ef a
license under Section 480 or if committed by a licensee would B8 grounds for
discipline under Section 5100, or for any &ct comini ittad Outs de of Zﬂ'ns ‘state-
that would be a vivlation if commn"tted within'this state.

ATTACHMENT 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 involving dishonesty, fraud or deceit with the intent to
substantially benefit himself or another, or substantially injure another: ar

{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 ray deny a license regulated by this code on the ground that the
applicant knowingly made a false statement of fact required to be revealed in
the application for such license. ‘

ATTACHMENT 3



State of California
. Department of Consumer Affairs

California Board of Accountancy
Attachment 4 2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda item IX. Board Agenda ltem VUiI.F.10.
September 8, 2004 September 10, 2004
Practice Privilege Task Force Members Date 1 August 24, 2004

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

Gregory £/ Newington

Chief, Enforcement Division

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 disquaiifying conditions under this subdivision.”
Section 5096(g)(2)(B) lists as disqualifying conditions revocation, suspension,
denial, surrender or other discipline or sanctions involving any license, permit,
registration, certificate or other authority to practice any profession in this or any
other state or foreign country or to practice before any state, federal, -or local court
or agency, or the Public Company Accounting Oversight Board.

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

» Administrative citations resuiting 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
Attachment 5 Sacramento, CA 95815-3832
Memorandum
Practice Privilege TF Agenda ltem X, Board Agenda ltem VHLF.11.
September 9, 2004 September 10, 2004
To Practice Privilege Task Force Members Date . August 24, 2004
Board Members
Telephone : (916) 561-1731
Faesimile : {816)263-3673
/ %M E-maii . gnewington@chba.ca.gov
From Greg rv®. Newington Cf/{‘\
Chief, Enforcement Div
Subject:  Consideration of What Should be the

Criteria and Level! of Discretion for Administrative Suspens

Statutory guidance for Administrative Suspension is contained in proposed
Business and Professions Code Section 5086.4(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 1o 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 suspe‘nd practice rights
obtained under a practice privilege, even in advance of hearing. Based upon the
content of Section 5096.4(a), suggested criteria for its use is as follows:

Representations made in the notice.
Administrative suspension may be employed whenever it is suspected or confirmed
that a material false statement was made in the notification form (Attachment 1).

The individual’s competence or qualifications to practice under the practice
privilege in question.

Administrative suspension may be employed whenever probable cause exists to
suggest the individual lacks competence or qualifications to practice under practice
privilege.
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This wouid mc:iude but not be limited to the following occurrences:
o The iRdiidugfails to mest gualification requirements cited in Section 50956(a)
" (AHfachent 25
« The individual experiences a disqualifying corrdrtron as descmbed in
Sections 5096(g)(2) (Attachment 2). S
« The individual commits an act of unprofessional conduct as referenced in
Section 5100 (Attachment 3).

The individual fails to timely respond to a Board mquxrv onreuuest for
information or documents R T o
Administrative suspension’ may be emp oyed whenever ah mdlvrdual f4ills to
respond timely to a board inquiry or request for information or documents.
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< E Stateot CALIFORNIA BOARD OF ACCOUNTANCY

Attachment 1

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA
BUSINESS AND PROFESSIONS CODE SECTION XXXX:

Name:

Prior Names:

Firm Name:

Address Of Principal
Place Of Business:

Telephone Number
(business hours):

Fax Number
(business hours):

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

Date Of Birth:

Social Security Number:

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

QUALIFICATION REQUIREMENTS:

1. | am an individual,

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

am an employee.

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

State/Jurisdiction: License Number: Date Issued:

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



11.

12.

13.

- fo pryaotloe 1on|y :f l.meet©

My individual qualificaticrs
equivalent (NASBA file NGire s,

under a valld Ilcense |ssued by any state for 4 of the last 10 years

| understand that | may sign a report on an attest engagement under thlS pnvnege
I aéree to ablde by-the: Jaws f norrgua*,ymclud' ve,Caltforma
Accountancy Act (Busmess and Professions Code Section 5000 et seq.,
accessible at hitp.//www.dca.ca.gov/chba/acnt_act.htm) and the regulations
thereunder (accessible at http.//www.dca.ca.gov/chba/regs.htm).

| consent to the personal and subject matter jurisdiction of the California Board of

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

a. To suspend or revoke, without prior notice or hearing and in the sole
discretion of the CBA or its representatives, the privilege to practice public
accounting;

b. To impose discipline for any violation of the California Accodir O]
regulations thereunder and recover costs for investigation and prosecutlon
and

¢. To provide information relating to a practice privilege and/or refer any
additional and further discipline to the board of aceountancy of anhy other state
and/or the SEC, PCAOB or other relevant regulatory authorities.

| agree to respond fully and completely to all inquiries by the CBA r'é"l.at'ir'hgl't% my
California practice privilege.

| consent to*the authorlty of e CBR T Veffy the' acclitady” HrE B Hess
of the information provided in this notification. [ consent to the release of
all information relevant to-the CBA's-inquiries now-or in the-future by

a. Contactlng other states

actpe, .t

_authorized to. practrce and

c. Contactlng NASEBA.

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

: p b L byt T I
understand that fhis practice pnvnlege exp|res [11 months from the. date of '[hlS
notice.

| have met the continuing eduoatlon requlrements and any. ethlcs exam
requirements for the state of my principie place of business.

In‘the event that anyof the information i this notice changes, | will provide the
CBA written notice, of any.such change.within 30 days ofiits,occurrence.

| am concurrently submlttlng the fee of $100. OO
2
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ADDITIONAL INFORMATION:

in addition tc the state of my principal blace of business, | am also authorized to practice in the
following states or jurisdictions. '

Other
State/Jurisdiction: License Number: Authority:

Gther
State/Jurisdiction: License Number: Authority:

Please check any of the items below that apply. For any checked jtems 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. | have been convicted of a crime other than a minor traffic violation.

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

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

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

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

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,
inciuding the notification of other state or federal authorities. | certify under penalty of
perjury under the laws of the state of California that the foregoing information is true and correct.

Signature: Date:

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

Privacy Statement:

The information provided in this form will be used by the California Board of Accountancy to determine whether you qualify for
practice privileges in California. Sections 5080 through 5085 of the Business and Professions Code authorize the collection of this
inforrmation. Failure to provide any of the required information is grounds for refection of the notification as being incomplete,
information provided may be transferred to the Department of Justice, s District Atiorney, a City Attorney, or to another
governmental agency as may be nscessary to pepmit 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 individua! 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 responsibie for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergresn Street, Suite 250, Sacramento, CA 95815, or by calling (918) 263-3880, regarding questions about this notice or
access to records.
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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, piease provide:

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




Section 5098(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 exper ence
qualifications for licensure which have been determined by the board to be
substantially equivalent to this state's qualifications under Section 5083.

Section 50986(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 disqual;fymg condition under paragraph (2) of this

subdivision.
(2) Disgualifying 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 iocal court or

" agency, or the Public Company Accounting Oversight Board.

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

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

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

ATTACHMENT 2



Section 5100

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

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

(b) A violation of Section 478, 498, or 492 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, orin
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 promuigated 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.

() Fiscal dishonesty or breach of fiduciary responsibility of any kind.

() 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. A

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

ATTACHMENT 3



STATEA OF CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY AKNULU SUHWARZENEWLER, Wovernor

m——————
TR

5 i
< B

’ smect CALIFORNIA BOARD OF ACCOUNTANCY
Calfoenin 2000 EVERGREEN STREET, SUITE 250
Derartment SACRAMENTO, CA 95815-3832

TELEPHONE: {918) 263-3880
“ﬁairs FACSIMILE: {(818) 263-3675
WEB ADDRESS: bfip:{iwww.dca.ca. govicba

Practice Privilege TF Agenda ltem | Board Agenda ltem VIILF.2
November 18, 2004 November 19, 2004
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)
tan 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




" Other Participants
Michael Duffey, Ernst and Young LLP
Jeannie Tindel, California Society of Certified Public Accountants

[. Minutes of the Juiy ‘!5 2004, Meeting.

It was moved by Mr Imo seconded by Ms. Hillebrand, and unanimously carried
to approve the minutes of the July 15 2004 meeting.

Il. Consideration of What, if any, Addrtlonal Requrrements 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 requirements for
those signing attest reports. She indicated that the issue before the Task Force is what,
if any;. addltlenal requrrements should be-established. (see Attachm nt 1) Ms Sos.
dit.

e
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however he believed this would be a very small group of people. Mr. Duffey adde \; g thai ,
speakmg for the large firms, it takes more than ten years to become a partner ana ‘onl ‘e,‘_
senior partners sign audit reports. In addition, the large firms are subject to the PCAOB

inspection process.

agenda item, it would be useful to mqurre if the individuals wh '
sign attest reports are PCAOB registrants and if therrﬂrmse '
Mr. Granen indicated he believed the correct term was;* rassoc ]
registered with the PCAOB. Mr. Duffey, expressed hlsgsup“por{ for ..
indicating that no one else is collecting this data and it c':ould“provrde a‘greatfdeal of'"' ,
useful information. Ms. Hillebrand suggested.the formrshould requi re afn afﬁrmatlve
statement that the person has at least 500 hours of attest expenence a'nd also ask if the

individual has completed continuing education related to fraud detec’uon "M, Sos
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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 Nr. 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? |s 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 ionger
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 ltem 1iIB
below for the discussion of whether the random audit should include verification that
500 hours of attest experience have been completed.)

Ili. 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).
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During the discussion, Mr Thomas expressed support for Alternatlve 3 whloh would
provide a-random 'sample and also a selection emphasizing categories that may.be....
areas of concern. Ms. Hillebrand expressed support for a large random sample with. - .
some oversampling in particular areas of concern such as those who file during the safe

harbor perlod and those wh‘o lndlcate a desrre to *Slgn ,attest reports. NMs Sos expressed .

unanlmously carrled to use a random sample in the beglnnlng and revnew the
process at a future date.

The Task’-ForC'e t'hen briefly discusse'd ‘whethe'r’the samplingtmethod should bef

was the: consensus of« ;
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Ilcensee R home state ‘or: Jurlsdlctlon regardlng the Ilcensee S address of érecord
certification of license status, certification that the home jurisdiction’s contmurng
education regui rements ‘Wwere'metfor renewalpurposes;.and information .regarding any .
disciplinary-actions (see:Attachment2). ::Ms.-Franz indicated that:staff anticipated

asking the licensee to submit this request:e.his:orsher home state-orjurisdiction, in.caseyr
a fee would be charged or a release would be required. It was noted that the form
includes an item where the licenseewconsents to-thierelease:ofinformation to:-the.Board, .

This could be prlnted out and prowded to other state boards
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During the ‘dlscusslon Mr Duffey suggested ‘going.directly to the home state/jurlsd|ct|on
and only involving the licensee if there is a problem. Ms. Hillebrand :concurred.and-
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 CredentialNet. 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 subiject 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 signring
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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VIl. 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 ltems 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.



- State of California . California Board of Accountancy ...
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Practice Privilege TF Agenda ltem |l
Octiober 5, 2004

To . Practice Privilege Task Force Members Date : September 28, 2004

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

Vo

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 of the 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 5085 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 cbhditions: 6fi prospective: sngners of attest reports under the practice privilege.
The questionnow before this Task Force is whether the Board should do so. | 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 questton Tobe authorlzed to do
attest work, California licensees must, prior to renewal of their’| licenses’ (every P4 years)
complete 24 hours of audit and attest CE and, beginning in July 2005, an additional 8 hours
of CE in fraud dete: at are other states domg’? In January 2004, we surveyed
other states on the . nd,“16'had

t ents. Of ﬂn 30 states® respond ng, )
experience requirements for licehisees wanting to do-attest work; of those,'s states réportéd
requiring the same or greater number of hours as California; 8 mandated audit and attest
contmumg education; 17 aiready had or were about to i implement specific ethics-related CE
requ:rements and 24 had mstttuted or'were on the'vergé ‘of mstltutmg mandat@ry peer
review for firms (lncludlng seie propnetors) that perform attest werk

+ L.
¢

Of 11 stafés that'answered our poll regardmg implementation of §6me form of UAA Sectxen
23, no state requires all applicants to take an ethics exam as a prerequisite tosa:ptactice’:
privilege.

BUGRADN G si0ind

2. What are the

The answer to this questlon depends among other thmgs on what it is thatwe require of
CPAs Who have de clared an mtent to slgn attest reports under a pract ce prvxiege For

outside of Califorhia. The Eosts wotid-hesd 1o be‘ balenced agamst any consumer
protection beneﬂts identn‘ied in answer to the f rst questlon

I ORL

3. Is it too early to'make this de 7 ~thatis; & '‘Board bénefit from first
determining, p ctic rlvilege is.implemented,
the number of{ ’PAs who ‘i/v h 1 \o*srgn attest reports and"thelr‘ hbme states
among other'factors?-t " 5% Gl B

the CPA practicing under notification. We also do not know wha’t nurrfber of practzce
privilege 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 to the notification form pertaining to the CPA’s registration with the
PCAOQOB 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 hurdies to notification and,
simultaneously, may provide information that would enhance our efforts to ensure
compliance.

| look forward to our discussion on October 5.

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
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 5082 or Section 5093 to qualify under this
section.
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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, certificates 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 needs 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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For purposes o‘t nsurlng ou’téof-state licensees have met their home states’
contlnumg educatlon ‘dhd exanifiation requirements, and out-of-state licensees
requesting attest authority have met California’s attest experlence requ;rement 25
percent of the notifications will be selected for audit based 'on-the categories
identified below in the following priority:

C oy

Attest Signers Licensees identifying themselves as signers of attest

reports. o .
Safe Harbor Licensees submitting notification within the five-day safe
harbor penod o
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i 16 have Sbmitied & fepe AfioH, Fraves -
fot requested attest‘duthiori ty nd have nof’ prevnously béen
requested to provide doctimnentatibh dsipart 6f'the’ auidit

process.
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Repeat Notifications
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4-0f-10 _ Licensees submitting their notification under the 4-ot-1 0 ru!e
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Because the audit will be limited to 25 pe‘r‘c‘é"ﬁtJ‘-lt*rsA/pGSS'tbf‘e“not’*atl»caffegérie‘s’”'
identified above will be selected for audit. For example if at Ieast 25 percent of the
notifications received are from individuals requestifig attst.alithority:

categories would not be chuded[m the audlt S gners of attest reports were

selected d" ié\ﬁng the first pnorr ity

e-fanswers yes (o}
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%the)g«y could be ptaoed in the random audit category This would allow the
& ensure The' afte'st sighers Lindér prachce‘br’i\?’t ege ' who aré rgt: employees
of firms registered with the PCAOB or subject to peer'réview Have a highar =
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-10 rule.

Alternative #3 — Random/ldentified 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 notification
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 inciude 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.) |t 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
ceriification 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 Practics: annege TaskForcé:to:Consider D
Cahforma ircensees are subject to a criminal background check prior fo licensure,
Wthh requ,l,res submrssron offingarprints With-a fee 6f: ‘$56 asseciated with-the

D‘e‘f)‘art it of Justlce/Federal B éau ¢ I'nvestlgat on‘processing:of the =
fmgerpr, I The followmg a[terna’trves are’ prov ided‘to the Task Force: for
conmderatron

» Should all practice privilege holders selected for audit be subject to a
fingerprinting requirement? Shisild: Ofil-a percentage ofithe.audit. popuilationbe

fmgerprmted’? For example requrre fingerpri nt ing of every fn"th practice prrvnege
ider s e % \
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Board s veriﬂcatlon‘ " mvestrgaﬁon or drsorphnary«eﬁorts as to a pamcular
individual - for example, an individual on administrative suspension for
misrepresentations on the notification form or an individiial whose licensehas::
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been disciplined but whose home state does not perform a background check?
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Therefore, staff are requesting directioh’ frem*the’?ask Force as te 'what .wnl becan“
acceptable form of verification if the home jurisdiction cannot provide the requested
information. One possibility is to require the individtialte have:the:Baardis e, .
Certificate of Experlence currently required for licerisure"submitied by.&@.partner, .
st"‘*rehok:ier’h rjsuperwsmg CPA-ohthair Behaifi: However, aisole: proprietormay be
unatgle fo have a Certlfrcate of Experlence completed oniheir-behalf: Therefore,
alterriative 'd6cuifidntation; ‘stich as 4 clishtist: couldh bs considered.  Thigta: -
alternative is currently utilized for sole proprietors requesting licensure in-California
who meet the 4-0f-10 rule and who are unable to have a Certificate of Experience
submitted on their behalf.




Practice Privilege Task Force Members
September 29, 2004
Page 5

Time Allowed for BResponse

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 and allows

the licensee 1o 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:

(6) 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 5086.5

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 5085 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 gualifying under this section, attest experience shall have been
performed in accordance with applicable professional standards. Experience in pubiic
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.

(¢) 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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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: 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 following process is provided for Task Force
consideration:

e 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 ltem 12 under Qualification Requirements in
the Draft Notification Form (Attachment 1). A regulation would be needed to
establish this requirement.

« [f 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).

e 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 couid also
be grounds for discipline. If the Board chooses to adopt this policy, a regulation
would be needed.

Attachments
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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, | wish to be able to sign a report on an attest
engagement. ] Yes “JNo

QUALIFICATION REQUIREMENTS:

1. | am an individual.

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

am an employee,

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

State/Jurisdiction: License Number: Date Issued:

4. [Ja. 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



10.

11.

12.

13.

57 agree-to abideby.t

- am concurrenﬂys submlttmg the. fee of $100.00.
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My individual quahﬁcat ons”‘
equivalent (NASBA file no.
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| have continually practited pubhc acceunfancy as a certified Eubhc accountant g ‘ﬂ ¢
under a valid license issued by any state for 4 of the last 10 years A ;«
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| understand that | may sign a report on an attest engagement under this prlvnege

to practice only if | meet Cahforma s requirements to sxgn attes’t reports
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Accountaney Agt ‘Bu ,mes%and i essxansgcmae?ée;ct ion 500@ et qu -
accessible at hz‘tp /fwww.dca.ca. gov/cba;acnt act. hfm) and the regulations
thereunder (accessible at hftp:./www.dca.ca.gov/cha/regs.htm).

| consent to the personal and subject matter jurisdiction of the California Board of

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

a. To suspend or revoke, without prior notice or hearing and-in the sole
discretion of the CBA or its representatives, the privilege to practice public
accounting;- o

b. To impose discipline for any violation of the California Accountancy. Act or
regulations thereunder and recover costs for investigation and® prosecutron
and

¢. To provide information relating to a practice privilege and/or refer any.
additional and further discipline to the board of accountancy of any other state
and/or the SEC, PCAOB or other relevant regulatory authorities. '

| agree to respond fully and completely to all inquiries by the CBA rel at ng ’to my
California prachce privilege.

| consent-to the~authrerlty~ef the-GBAto verify-the- -BcCurgeY.. and-truthfulness
of the information provrded iF this Aotification. | corsent tb THaValeRsd o
all information relevant to the CBA’s inguiries now or in the future by: .

a. Contacting other states;

b. Contacting the SEC PCAOB or any other federal agency beforg which [.am,

c. Contacting:NASBA, "
| am submitting this notice to the CBA at or before the time | begin the gfaCiice of
public accountancy in California and understand thatthis;practice.privilege -
expires one year from the date of this notice or; OR

ELlesEs. "5 g
| am an employee of a firm registered in California and am eubm?ﬁins this notice
withindz .- ].days of:beginning-thg.practice, of public, accounta ey ;r@ LCalifornia, |
understand ¢hat-this;practice pnvniege expn;eeﬂﬂ months] from f g date of this
notice. A
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requtrernents for the state cf my prmmple piace of bus;ness

In the eventthat any of the information.in this notice changes, | will provide the
CBA written notice of afy such change within 30 days-of its occurrence,
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ADDITIONAL INFORMATION:

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

Other
State/Jurisdiction: License Number: Authority:

Other
State/Jurisdiction: License Number: Authority:

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

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

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

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

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

] - | failed timely to submit the required fee with a notification submitied immediately
prior to this one.

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

Signature: Date:

Your privilege to practice commences with the submission of your completed 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 5085 of the Business and Professions Code authorize the coliection of this
information. Failure to provide any of the required information is grounds for rejection of the notification as being incomplete.
information provided may e transferred to the Depariment of Justice, a District Attomey, a City Attorney, orto another
governmenial agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constiutiona!
duties, or otherwise transferred or disclosed as provided in Civil Code Section 1788.24. Each individuai has the right to review his
or her file, except as otherwise provided by the information Practices Act. The Executive Officer of the California Board of
Accountancy is responsible for maintaining the information in this application, and may be contacted via written correspondence at
2000 Evergreen Street, Suite 250, Sacramento, CA 85815, or by calling (816) 263-3680, regarding guestions about this notice or
access to records.
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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 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

QOther Participants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Fellimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Ernst and Young LLP




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 wouid 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 5086(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
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 that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

VIIl. 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 disgualifying 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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State of California

"Department of Consumer Affairs Attachment 3 ” 2000 Evergreen Street, Suite 250

Sacramento, CA 85815-3832
Memorandum

Practice Privilege TF Agenda ltemn VIL , Board Agenda item VIlLF.8.
September 8, 2004 September 10, 2004
To . Practice Priviiege Task Force Date : August 24, 2004

‘Board Members

From é!ﬁ. Ne\lz&":ﬂé

Chief, Enforcement Division -

Telephone : (9‘15) 561-1731
Facsimile : (916) 561-3673
E-mail . gnewington@cba.ca.gov

Subject:  Consideration of the Standérds 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 50886.2(a)
provides relevant criteria (Attachment 2). This memo discusses the disgualifying
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 Codse
Section 480 related to the denial of licenses is included for reference in
Attachment 3.

Section 5088(g)(1) precludes practice under a practice privilege if a listed
disgualifying 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(a){2) — Paragraphs (A) and (B)
(9) (2) Disgualifying conditions include:

(A) Conviction of any crime other than a minor tra‘ﬂc violation..

(B) Revocation, suspension, denial, surrender or other discipli ine or sanctions
involving any license, permit, registration, certificate or other authority to
praciice any prsfession 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 Oversxght Board.

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of
Seaction 5096(g) would eguate {o 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

California Board of Accountancy ... ...
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August 24, 2004
Page 2
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reoccurrence (shoplifting). Examples under paragraph (B) could includérévocatioh
of a Texas CPA’ ceftificate for failure to renew the license timely.

Evaluation guidaliriés should beestablished that will allow licensing staff to identify
and pass (allow practice privilege) on convictions having no relationship with the:
practice of public accountancy, misdemeanor convictions over 10 years o]d and -
license sanctions in other jurisdictions caused by administrative- procedural actions
versus discipline for unprofessional conduct. The Board'&dicensing staff-currently
employ similar guidelines in their evaluation of applicants for licensure and that
system Is operating smoothly. Situations mvolvmg di squalrfymg conditions that fall
outside these guidelines should be reféredts the- ‘Enfore Visighwhere a
oiductsd 1o detérrire fhere is a factial BASIE 15 dery practics
under a prac:’c ce privilege, or actual California licensure, pursuant to Business and
Professions Code Sectron 480 (Grounds for Demal)
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- s’tate federal or lmcat court -or agency, znc:ludmg, but not irni %ed 18, ’the
PUblic CBpafiy Accotrting?Oversight Board, mva!vmg*the E)rofess'i@n‘al
conduct of the individual. CormTmen

(D)Any Judgmant or arbrtratron award agarnst the individual mvolvmg the
Uet-of the ifdividaalir: thﬂ ammunt-~ofthrrty ‘chousand
Hars ($3® 7@@“0 or’greater S
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The presence ofary. of thecsonditicns listed in'paragra v
5096(g) will:indicate thi& possibility of sericusVidlativris 6r UnpreTess enai‘*ccanduct
and practice ri rghts via the practice prrvr ege optron shou‘ld not be granted wthau’r

P‘ractice rights via p’rac’rice privilege :s‘h'c"ju!d; oty Be@gra nted if En varce‘ment D!vrsron
perscnnel are able to obta‘n an unders’tanding of the facts suff'cient to oonclude‘
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Practice Privilege Task Force
August 24, 2004-
Page 3 '

Section 5096(q) — Paraaraphs (2)(E)
(h) (2) Disgqualifying 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

Attachmén‘zs

WCBALUSER micheis\COCSWICHELE\SPECIAL PROJECTSIPRAL PRIV TASK FORCEWI EVALUATE DISO CUALIFICATIONS dor



Proposed Section 5098(a)

(@) (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 disgqualifying condition under paragraph (2).of
this subdivision.

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic viclation.

(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, ths
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 amoum 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
disgualifying conditions under this subdivision

ATTACHMENT 1



Proposed Section 50986.2(a)

(a) Pragtice’ pﬂvleges may-5e denled forfailurs to qualify under ofFgemply with
the provisiéns of this article-or 1mplemenﬂng regulations, or-forany-act tha’c if
cofhmitta8Eny ar applicant for Ticensirs Wikl be grounds fordernital 6f a -
license under Section 480 or if committed by a licensee wotldzbe grourids for
discipline under Section 5100, or for any acteomimitted sutside of this state
that wcu)d be a \f olation if committed wthm thrs state. :

I T

ATTACHMENT 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 corder granting probation is made suspending the imposit'on of
sentence, irrespective of a subsequent order under the prows ons of
Section 1203.4 of the Penal Code.

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

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

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

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

the application for such iicense,

ATTACHMENT 3



_ State of California

Department of Consumer Aﬁafirs | 2000 Evergreen Street, Suite 250

Attachment 4 Sacramento, CA 95815-3832

Memorandum

To

From

Subiject :

Practice Privilege TF Agenda ltem V
October 5, 2004

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

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

Aronna Granick f\.wu\‘/
Legislation/Regulations Coordinator

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 to 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.

California Board of Accountancy .



_ State of California

Department of Consumer Affairs California Board of Accountancy

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

Practice Privilege TF Agenda ltem VI
October 5, 2004

To . Renata Sos, Chair
Members, Practice Privilege Task Force Date 1 September 27, 2004

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

From : Aronna Granick /{;«PN\N\«/
Legislation/Regulationss Coordinator

Subject:  Update on Task Force Actions Related to When an Qut-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 needto seek a California license rather than a practice privilege in orderto
practice in California:

1) 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 1 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 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.

(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 entmes 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 chiapter, 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.
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STATE. OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENGY V ARNOLD SCHWARZENEGGER; Goveror
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CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250 Attachment 2
> g SACRAMENT®, CA 95815-3632
Consumer TELEPHONE: (916). 2633656
s FACSIMILE: (916) 263-3675
WEB ADDRESS! htip/iwww.dea.ca,govicha

Practice Privilege TF Agenda liem |
October 5, 2004

DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 85814

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 meseting.

Task Force Members:
Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Haroid Schultz.

lan Thomas (Absent)

Staff and Legal Counsel A

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 Pariicipants

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Emst 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-asiit 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
administratiVé suspension would remain in effect until the problem was cured. If
it is not cured, the administra ension would remain.in effect until the

expiration of the practice privileg ,enored cheok‘“fvould be a dlsquahfymg
condition and cause the person t

the next time. In addition, staff would be dlrected to develop a recommendation
related to fine amounts and condltlons wnhva range of fines for repeat

disqualifying condition would generate additlonél 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. unammously
carried.

a M:, .

Mr. Newington reported on a recommended procedure for determinin
dlsqualn‘ymg conditions listed in Section 5096(g) should be apphed to

With regarded to disqualifying conditions related primarily to pending iivestigations ahd =
civil judgments he recommended that practice pr;\nleges should not bie granted thhopt
ommen i“d*th tﬁthg—éi;é <

[l

(Attachment 3).
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VIll. Consideration of What, If Any, Additional D|squai|fym
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Specified by Regulations.

He noted that there was a proposal that there be a dlsquahfymg condmcn ‘t&late
unpaid fees, but the Task Force did not.adopt this proposal,




" State of California

California Board of Accountancy

Department of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Board Agenda Item VIII.F.3.a
November 19, 2004

lan Thomas, President
Members, California Board of Accountancy Date . November 5, 2004

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

Aronna Granick ’%«/\,M

Legislation/Regulations Coordinator

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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CALIFORNIA BOARD: OF ACCOUNTANCY
2000 EVERGREEN STREET SUITE 250 Attachment 1
SAGRAMENTO, CA 95815-3832
TELEPHONE: (316) 263-3680
FAGSIMILE: (918) 263-3675:
WEB ADDRESS: hfip:fwww.dea.ca.govicha

Practice Privilege TF Agenda ltem IV, Board Agenda ltem VIIL.F.4.c.
November 18, 2004 " November 18, 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 Seourity Number:

QUALJFICATION REQUIREMENTS:
1. | am an individual.

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

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

State: License Number; Date |ssued:

4. [ 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

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

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

L1 ]
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5. | understand that | may sign a report on an attest engagement under this privilege to
practice only if | have at least 500 hours of experience in attest services.

8. | 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
hftp://www.dca.ca.gov/cba/acnt_act.him) and the regulations thereunder (accessible at
http://www.dca.ca.gov/cba/regs.htm).
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DISQUALIFYING CONDITION

A{u\ At e v

: “n~of the California Board of .
Ac:oountanoy (CBA) rncludmg, but riot; FBJ§§ wing: o
-.a. To suspend or revoke, wrthou’e prior (o) :
CBA or its representatives, he privilegets Sracticepublic - accounting; \
b. To impose discipline for any violation of the California Accountancy Act or regulations=
' der ard recover costs for investigation andprosecution; and
c. To provrde mformatlon re!atlrzg toa pracnce pnvnegexand/ar refer any additional and

ountancy o of any other state and/or the SEC,
/h%ﬂﬂ "S THER bﬁf@”‘[‘ Tt & “

SR tags G

aCBA relajmg ‘co ‘my

California prac’nce prmlege nclud ng after ’rhe exprratron of this prrvnege

| consent to the authority-of the @BA‘f‘rO’*\‘/eﬂfy the& accuracy and truthfulness of the

information provided in this noftification. | consent to the release of all information

relevant to the-CBA’s inquiries now or in the future by:

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before which | am
authorized fo practice; and

c. Contacting NASBA. .

| am submitting this notice to the CBA:
at or before the time | begin the practice ofspublicaccountancy in California; OR

within five business days of beginning the practice of public accountancy in. California, on
_/_/__. My reason(s) for not providing notice on or before that date:” ~

T SR T LT T T B TS TR T DR R

b?* : oY ‘:(‘

ORI ot g, ORnt e
| have mist the Gontinting: educatren*requzrements end -any exam;requ e{gjgs"for“ﬁe
state of hcensure identified in item 3 above. o

PN TS iy ik e
. R DY 3““’ e—uw‘*’% T nv € l"" r\;(‘,; '~.¢_ .

in the event that any of the information in ’(hIS not ice- changesf ill provrde th TBA
written notice of any such change wrihm 30 days of its occurrence

| am concurrently submitting the fee of $100.00.

Please check any of the 1 ten:;s !?elow that apply. For any checked items in (1 ) (6) you must prowde additional
information as requesfed iA Attachment X and you aré not dutherized to'practice:i Gal:fernla -unless and

until you receive notice from the CBA ihat the privilege has'Been. granted:

SN

[ have been convicted of & errme other thain ‘g mier traffic violdtion. < -
SR 07 RSN 0L 0T SIRIR I8 VO 08LaE Sere .

I haye had a license, regrstraﬂcgr} permtjr ‘or authorrty to practrce a professron
surrendered detr C [
for the foilowxng dccurrerices:

(A) an action by & state, federal, or- lecal agency -or court of.the,PCAOB in which the only
< ganetion was.a+fine ¢f lessthan-$u - -ora requirement that the mdrvxdual complete
*“"specifisd continuing educatiop:courses;, 3
(B) the revocation of a license or other au’thorty te pra ‘ )
than the license upon which the practice przvnege is based 's6le

to complete continuing education or failure to renew.

y’becafuse of fallure

o



0 B | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (inciuding the PCAOB) involving my professional

conduct.

1 4 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

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

] s | 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, | am also authorized to practice in the following:

State: License Number: Other Authority:

State: License Number: Other Authority:

| wish to be able to sign an attest }eport under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No

| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. 1 Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No

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

Signature: | Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.
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ATTACHMENT 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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DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 85814

CALLTO 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 Miller, Legal Counsel

Greg Newington, Chief, Enforcement Program
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Richard Chamey, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public interest Law
Donald Drifimier, Board Member

Michael Duffey, Ernst and Young LLP




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 iate, 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 o 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 paraliel the

guidelines 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 that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

VIil. 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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Attachment 3 2000 Evergreen Street, Suite 250
Sacramento, CA 95815-3832
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Practice Privilege Task Force Date : August 24, 2004

‘Board Members
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Telephone : (9‘1.6) 561-1731
Facsimile : (916) 561-3673
E-mail : gnewington@cba.ca.gov

Chief, Enforcement Division -

Consideration of the Sfcandérds and Process for Determining How the
“Disgualifying 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 5088.2(a)
provides relevant criteria (Attachment 2). This memo discusses the disgualifying
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 lncluded for reference in

Attachment 3.

Section 50886(g)(1) precludes practice under a practice privilege if a listed
disqualifying condition is present until Board approval is obtained. It should be
expected that disqualifying conditions will be encountered on a recurring basis and
that prompt review and consistent reasonable evaluation will be necessary by

Board staff. For each listed disqualifying condition the following evaluation
guidelines are recommended:

Section 5096{q)(2) — Paraaraphs (A) and (B)
(g) (2) Disgqualifying conditions include:

(A) Conviction of any crime other than a minor traffc violation.

(B) Revocation, suspension, denial, surrender or other dtsmp[mn 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, orthe Pubiic
Company Accounting Oversnght Board.

Generally the presence of any of the conditions listed in paragraphs (A) or (B) of
Section 5086(g) would equate to Jikely serious violations or unprofessional conduct
and should preclude practices in California under the practice privilege model.
Exceptions will, however, be experienced. Examples under paragraph (A) could
include convictions with no relationship to the practice of public accounting (spousal
abuse) or a misdemeanor violation committed several years ago with no
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reoccurrence (shoplifting). Examples under paragraph (B) could in':c{tade"revocaﬁon
of a Téxas CPA cerfificate for-failure to renew the license timely.

/-: . <

. Evaluationguidelines shouldbe established that will aliow licensing staff to identify

and pass (allow practice privilege) on convictions having.no relationship with the
practice of public accountancy, misdemeanor convictions over 40 years ld:-and -
license sanctions in other jurisdictions caused by administrative procedural actions
versus discipline for unprofessional conduct. The Board's licénsing staff clrrently
employ similar guidelines in their evaluation of applicants for licensure and that

system is operating smoothly. Situations involving disqualifying conditions that fall
outside these guidelines shivuld Bereferiad 1o the Enforcenient Division where a
review wilEBgcshducted: 1o deterting if theré:is-a¥actual basigto.deny practice
under a practice privilege, or actual California licensure, pursuant to Business and
Professrons Code 8@0‘: ion 480 (Grounds for Den al)

! T éf».:; a e B - -

Section.5096(q)(2) ~ Paraaraphs(C) and (D) -
(hy(2) Dtsquahfy ng conditions include:” =~ 7 - T <
(CyPendency-of any-investigation, inquiry or proeeedmg by-or bef@re any
- state; federal or local court or agency, including; but.net limited: to, the
Fublic:Company Accounting OversightiBoard; invelting: the prafess snal
conduct of the individual. -
(D) Any judgment or arbitration award against the individual involving the
- professional conductof thsindividualzin: the amount of thn‘ty ’tﬁausand
dollars ($8® @O@) @r greater SR A

= A e ciq ~ r‘"x."'f-"J
w

The presence of any of the condltlons hsted m paragraphs(C) om(D) of-Section
5096(g)will indicate the possibility of serioustViolaions-or:unprofessiorial conduct,
and practice rights via the practice privilege option sheuld notibe grantedswithout
thorough review by Enforcement Division personnel. This review may require
mvestxgatzve action or inquiry to obtain:an.adsquate upderstanding -of. {He facts and
issues underlying the disqualifying condition and-hew:fhose Tagts would#fit into the
criteria referenced in Business and:ProféssicnssCode Section480:+In"many cases,
particutarly-those thatihvolvesa pending investigationer proceeairng béfofe another

o ‘»v‘ e

agenciydhe factswill:not:be fully-developed oravailable. Ifso;pfactice rights viaa

practice.privilege should notibe granted; ahd the:applicant should:be required to
apply-for aCalifarnia-CPAclicense should:herorishe desire to.practice in California.
Practice rights via practice privilege should:enly be-granteghif Enforcement Division
personnel are able to obtain an understanding of the facts sufficient to conclude
there isno-factual-basis:to deny praclice under-Busingss and Professions-Code-

- Section:480..The. Board,wm;neei to detnrm ine tf ’ch 5:i8 anaapprapria’cefu:se of«: =

enf&rcemeni resources:-
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Section_5096(a) — Paraaranhs (2)(E)
(h) (2) Disqualifying conditions include:
(E) Any other conditions as specified by the board in regulation. .

Evaluation gdidelines will depend 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 beard 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 iocal 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 judgmént or arbitration award against the individual involving the
professional conduct of the individual in the amount of thirty thousand
doliars ($30, DDO) or greater.

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

(3) The board may adopt reguiations 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 5088.2(a).

(a )'Pr’éc‘;l’e'czapn\;fii“eg“eé’ may: be denied-ferfailursto qualify-under opcomply with
the& provigisris of this article:or implementing:regulations -orfor-any act that if
committed-by-an applicant for licensure would be grounds for:denial.of a -
license under Section 480 or if commitied by a licensee would-bé-grounds for

discipline under Section 5100, or for any act:committed cutside of thls -state
that would be a violati on 4f comrmt’ced within this state

* e

ATTACHMENT 2




) Section 480

y (2) A board may deny a license regulated by this code on the grounds that the
applicant has ane of the following:

(1) Been convicied 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 io take following the
establishment of a conviction may be taken when the time for appeal has
slapsed, or the judgment of conviction has been affirmed on appeal, or
when an order granting probation is made suspending the i 'mposi’cian of
sentence, irrespective of a subssquent order under the provisions of
Section 1203.4 of the Penal Code.

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

(3) Done any act which if done by a licentiate of the business or profession in
guestion, would be grounds for suspension or revocation of license. The
board may deny a license pursuant to this subdivision only if the crime or
act is substantially related to the qualifications, functions or duties of ths
business or profassion 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 ceriificate 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 developad by
the board to evaluate the rehabilitation-of a person when considering the
denial of a license under subdivision (&) of Section 482.

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

ATTACHMENT 3



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

Sacramento, CA 95815-3832
Memorandum

Board Agenda ltem VIIL.LF.3.b
November 19, 2004

To :  lan Thomas, President :
Members, California Board of Accountancy Date - November 5, 2004
Telephone : (916) 561-3788
Facsimile : (916) 263-3674
E-mail . agranick@cba.ca.gov
From : Aronna Granick - w/

Legislation/Regulations Coordinator

Subject:  Recommendation Regarding Whether it Should be a Disqualifyihg 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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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 lino

Harold Schuliz

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, Legisiation/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




It was moved by Ms. Flowers and seconded by Mr. Schuiltz to accept NASBA’s
determl-natl.nSfm both areas. It was the intent of the motion that this would be
the only method through which these determinations would be made. During the
discussion Ms. Hillebrand asked.if the Board could, request that CredentialNet consider
ethics requirements in maklng xts detegmmaﬂons M 3803 indicated that the Board
review ensure that the ethics requirement in the CPA’s home state has been met. Ms.
Sos also indicated that it was her understandmg that ‘consistent with the Board's
obligation not to delegate its authority, the Board s ~acceptance of NASBA's list and
credentialing program would be sub_Je f (ol tintious mon[tormg and the Board would
have the ability to add or subtract statés from fhe it ss appropriate. After the
discussion, the motion was unanimously carried.

{

IV. Consideration of Whether the Board Should Accept NASBA's Deterniifation-of an
Indlwd ual's SubstantlalEqunvalency or Use Some Other Method for Assessmg the
1alifi Non- ‘stm tlaI[y ?quwalent Stafegr el 2o sler "
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B. Discussion.

See Agenda Item Il RIVER

o e
™

Notification to the Board.

seal e ey

Ms. Sos introduced this agenda item and Agenda Item VI together. She ini cated that
they relate to two questlons 1) When is notice due? and 2) What shéiild the ‘Béaid do
when the payment is not received, is lost, or the payment check i is dishonored? She
noted that the statute authorizes the Board to address both 1ssues J a.:’uons '

With regard to whether there should be a "safe harbor” p
the materials for the meeting include two memos See
summarizing the arguments for and against ‘gétabl ;
indicated she would like to focus the discussion on the f
the problem that would be created if notice "Wer I
begins, 2) the potential for consumer harm if practice Is'p
period before time before notification is required, 3) the .
done nothing wrong if there is no safe harbor, 4) the impact of variblis altérnativesin ©
terms of providing an incentive for giving notice. Ms. Sos indicated she would
appreciate input from the profession on these issues. Also, she encour ged the
Force to be mindful of its general approach of not proposing: regu\atrons o address
purely hypothetical situations or situations whrch would only rmpact a small percentage
of the CPA population, " L e e

R SRTER e m{\r



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 9:30 a.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 couid violate the law inadvertently. He agreed



uffey that-a 'safe harbor-period would:-encourage compliance:s.He.dindicated ..
thath M}as‘ seeking ‘a compromiseHe added that he had:talked:with:Senator Eigueroa-
and that; if Gonseénsus cannotibetreached.inithis-aréa, theimplementation date fore.* ¢
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shorter. She noted that the one of the prlmary reasons the concept of practlce
privileges was developed was to &ccommodate the very large :accounting firms so-that. .
théy could-comply with’ parther rotation requirements. They are professionals with
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the professilon ‘achants to leam about‘rth‘e program Mn— Robmson added that»the
notification form could request information on why the notice is late so that the dataﬂ e
would be available

MS»»HIIIebrand indicated that, even though she was-notin-favor: of a safesharbor:period, -
she believied that this'was @ feasonableproposal to allow for transitions. Mr. Granen



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.

V1. 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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cause the person to not automatlcally receive a practlce privilege' the next time:-.

In addition, staff would be directed to develop a recommendation related .‘to.fines:w:f“
amounts and conditions with a range of fines for repeat occtirrences. Mr. T
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 unanlmously carrled
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Mr. Newmgton reported on.a recommended procedure for determ ning how th D
disqualifying conditions listed in Section 5096(g) should be applied todenial: ofrthee
practice privilege {see Attachment”. ). He recommended that guidelines for z0a: ..o ©
disqualifying conditions related primarily'te.convictions :and license dlscrp“ e snou ld=
parallel the guidelines currently employed by Llcen‘smg Program‘staﬁ‘rwh RAreviewi
appllcatlon“" for‘“censure bt ey

civil judgmentsgs T
a thorough revrew by Enforcement Progr:a

recommend to. the Boa*rd that staff proceed as outllned tln
(Attachment ).
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Mr. Newmgton reported that:review, by Enforcement Program staff dld not ldentlfma x
additional disqualifying conditions that should be adopted by the Board as a regulatlon.
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unpardtfees but the 'Rask Forcedid: not adopt th is propesat st
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Durlng the dlswssron, an additional: d|squallfy|ng condltlon*was ldentlfled and it-.
was moved by Ms. Sos, seconded by Ms: Flowers; and unanimously carried to . -



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 __ ). 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 o 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 educationis 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.

Xl. Comments from Members of the Public.
Members of the public provided comments during the course of the meeting.

Xll. Agenda ltems 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 moedified “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 aiready 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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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
preparers. .

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

(2) Pay a fee as provided in Article § (commencing with Section
5130).
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(d) Except as otherwise provided by 'fhis articlé *or' by bodrd
regulation, the practice privilege conn‘nences ‘Wheh the individial
notifies the board, provided the fee is received by the'beard within 30
days of that date. The board shall permit the not1frcat1on 10'be prdwded
electronically.

(e) An individual who holds a practice privilége under this article:

(1) Is subject to the personal and subjéct mattér jurisdiction and
disciplinary authority of the board and the courts of this state.

(2) Shall comply with the prov1s1ons of this chapte?, board
regulations, and other laws, regulations,’ afid "Professional ‘§tandards
applicable to the practice of public accountancy by the licensees'sf 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 exammatlon reqmrements of this
state when such individual has met the exammgt'o “and continuing
education requirements of the state in Wthh the indivic ua‘i holds tb’e'“
valid license, cettificate, or permit on whxch t
is based. ‘\ e

(3) Shall not prowde public accountancy services'in- thlS state from
any office located in this state, except as an employee of a firm registered

‘<‘ Bt

in this state. This paragraph does not apply to pubhc accountancyiw*i
services provided to a client at the client’s place-of business orresideniegi’ -

(4) Is deemed to have appointed the regulatory agency ‘Qf the state that

substantial equivalency is based as the irﬁdlvxdual s agent O whom
notices, subpoenas or other process may "bé “gBtved®in’ ‘atly" actiofl or
proceeding by the board agamst the mdmd

or subpoena for information or documents ‘and tlmely provxde Lk the
board the identified information and documents.
(f) A practice privilege expires one year-fron the date of ithie notice;
unless a shorter period is set by board reg ! e
(g (1) No individual may practice under a* practlce»prlvflege
prior approval of the board if the individual has, or acquires

during the term of the practice privilege, any dléquallfy1ng ’con 1t1en Rt

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 disciplirie 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 anthority 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
comimitted 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
- Depa‘ iment of Consumer Affairs

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

Memorandum

To

From

Subject:

Practice Privilege TF Agenda item |l. Board Agenda ltem VIILF.4.a.
November 18, 2004 November 18, 2004
Practice Privilege Task Force Members Date - November 8, 2004

Board Members
Telephone : (816) 561-1740

Facsimile - (916) 263-3676
\( E-mail . pfranz@cba.ca.gov

Patti L. Franz Qﬁ,d/k/
e A

Licensing M

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 requlrement 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.

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

Aftachment
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S su;-d CALIFORNIA BOARD OF ACCOUNTANCY
\“’m“"d 2000 EVERGREEN STREET, SUITE 250
Consumer SACRAMENTO, CA 95815-3832
Affairs

TELEPHONE: (816) 263-3680
FACSIMILE: (918) 263-3576
WEB ADDRESS: hitp:/www.dca.ca.gov/cha

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) (Middle) (Last) U.8. SOCIAL SECURITY #

FIRM NAME (IF ANY) CURRENT TITLE

BUSINESS ADDRESS (Including City, State, and Zip Code)

BUSINESS TELEPHONE:  Area Code ( ) 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 enabied 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?

Have you had experience in applying a variety of auditing procedures and techniques to the usual and customary:
financial transactions included in financial statements?

Have you had experience in the preparation of working papers in connection with the various elements of
| and !l above?

Have you had experience in the preparation of written explanations and comments on the work performed and its
findings?

V. Have you participated in the preparation of and reporting on full disclosure financial statements?

| hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requirement,
Section 5085, 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

Piease estimate your most recent
500-hours of atiest experience
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Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem Il Board Agenda Item VIll.LF.4.b
November 18, 2004 November 19, 2004

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

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

Aronna Granick -~ %jng

Legislation/Regulations Coordinator
Draft Regulations Related to Practice Privileges

Attached for your consideration are draft reguiations 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 5083.

(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) CredentialNet. 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 CredentialNet file number in the nofification required
by Sections 26, 27, 28, and 29 and shall make CredentialNet'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.



(c) A prac;cice privilege, including a practice ptivilege that is or has been on
administrative suspension pursuant to Business and Professions Code Section 5096 .4,
expires one year from that daté?e afhotificationiand cannotbeirenewed.

(d) For purposes of this Article and Business and Professions Code Section 5096, the
“license upon which the practice privilegeiis’based vor-theilicensesupenwhich ther i e
substantial equivalency is based” is the license under which the individual qualifies for a
practice: privilége: purstant to paragrapti(1) of subsectiori(aji:or thellicense in the:state -

cipaliplace:of business for those who quallfy for axpractlce pnv;lege under
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(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
truthfuiness 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 autheorized 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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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.

(@) 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 of a 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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£3) 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, includiing 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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CALIFORNIA BOARD OF ACCOUNTANCY
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Practice Privilege TF Agenda ltem IV. Board Agenda ltem VIILF 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:

QUALIFICATION REQUIREMENTS:
1. i am an individual,

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

3. | am gualifying for Practice Privilege based on my valid license 1o practice public
accountancy in the following state:

State: License Number: Date Issued:

4, [(Ja. 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
[Jb. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. _ ); OR

[Jc. 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 | may sign a report on an attest engagement under this privilege to
practice only if | have at least 500 hours of experience in attest services.

8. | 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/cba/acnt_act.htm) and the regulations thereunder (accessible at
http://www.dca.ca.gov/cba/regs.him).
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b. To impose discipline for any violation of the California Accountancy Act or regulati
.thereunder and recover oosts for. ;nvgstzgatlen and ,P{GSGCL[’(IOH and

9. | consent to the authority of the CBA towvetify the accuracy and truthfulness of the
information provided in this notification. | consent to the release of all information
relevant to the CBA’s inquiries now or in the future by:

a. Contacting other states;

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

c. Contacting NASBA,

10. | am submitting this fictice to the CBA:
O at or before the time [ begin the practice of ,public- accountancy in California; OR

L

within five business days of beginning the practice of public aco@uq’taqo%,m Cahform aon:
_/_/__. My reason(s) for not providing notice on or before that dafe: o
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12. In the event that any of the lnformatlon m this notlce changeg 1Ad||pTOVléétheCBﬁ

written notice of any such change WIthm 30 days of its occurrence.
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13. I am conourrent{y submttt ng the fee of $1 OO 00.
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DISQUALIFYING: C@NBITI@NS%M’«

Please check any of the items below that apply. For any checked items in (1)- (6) you must providé additional
information as requestedvn Attachment-X andl. you-are not authorized to:practice.in. California uhless and
until you receive notice from the CBA that the privilege hag:been granted: &1 .

1 1. | have beenconvictedef a 'o‘r‘lm*e‘ other tham-aminor traffic viola’tiah“
Eng (gt mwﬁ Gt by b P,

1 2 | have had a license, reglstratxon perm it or authonty o prac’nce 2 professmn
surrendéred; deniedy suspended; “‘revoked -or:otherwise dlsolplmed @rssanctlened except
for the following o¢cutrénces: :

(A) an ac’uon by a state:ﬁ

fgderal or local agency or court of the PCAOB in which the only
SS. ) ) dual complete

) prac b cy, other
than the license upon which the practice privilege i i bas“e"ifi solely Betause of failure
to complete continuing education or failure to renew.

2



; O] ., 3. | am currently the subject of an investigétion, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional

conduct.
T4 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.
1 s | did not respond to a request for information from the Board related to a prior practice
privilege.
] s | 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, | 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 | have at least 500 hours of
experience in attest services., ] Yes ] No

.1 am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [] Yes ] No

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

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

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.
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ATTACHMENT 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:




. gtatf?f Cat"ffgnia Afta California Board of Accountancy
&pe fment ot Lonsumer Attairs 2000 Evergreen Street, Suite 250

Sacramento, CA 85815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem [V.A Board Agenda ltem VIIL.F.4.c.i.
November 18, 2004 November 18, 2004
Practice Privilege Task Force Members Date : November 8, 2004

Board Members

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

Patti L. Franz
Licensing Mana @v

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 intent to 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 (Aftachment 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.

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

Attachments



Attachment 1

{ understand that any misrepresentation or omission in connection with this
notification is cause for termination of my practice privilege in California.
Further | 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 | 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] am not prepared to so certify, |
understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name
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CIVIL CODE
SECTION 1633.1-1633.17

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 transaction.

(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, performing under an existing contract, or fulfilling an
obligation reguired by the transaction.

(c} "Computer program” means a set of statements or instructions
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} "Electronic 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) "Electrenic record” means a record created, generated, sent,
communicated, received, or stored by electronic means.

{h) "Electronic signature" means an electronic sound, symbol, oz
process attached to or logically associated with an electronic recorxd
and executed or adopted by a person with the intent to sign the
electronic record.

(1} "Governmental agency" means an executive, legislative, or
judicial agency, 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.

(7) "Information™ means data, text, images, sounds, codes,
computer programs, software, data bases, or the like.

(k) "Information processing system” means 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,
joint venture, governmental agency, public corporation, or any other
legal or commercial entity.

(m) "Record" means information that is inscribed on a tangible
medium or that is stored in an electronic or cther medium and is
retrievable in perceivable form.

(n) "Security procedure” means a procedure employed for the

irpose of verifying that an electronic signature, record, or
performance is that of a specific person or for detecting changes or
errcrs in the information in an electronic record. The term includes

http://www.leginfo.ca.gov/cgi-bin/waisgate?WAISdocID=94853227722+5+0+0& W AISaction=retrieve 11/8/2004
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a procedure that requires the use 6f 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 Seotidén 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 Sectioefi 8101}, and 11 (commencing
with Section 11101) of the Unifdrm 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) This title does not apply to any. specific transaction:
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 1689.6, 1689.7, or 1689.13 of, Chapter
2.5 (commencing with Section 1685) 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 Section '1801) of Title 2 of Part 4 of
Division 3 of, Section 1861.24, 18%2.5, 1917.712, 1917.713, 1950.5,
1850.6, 1983, 2924b, 2924c, 2924f, 29241, 29243, 29%24.3, or 2937 of,
Article 1.5 (commencing with Section 2945) of Chapter 2 of Title 14
of Part 4 of Division 3 of, Section 2854.5 ox 2863 of, Chapter 2b
(commencing with Section 298l) or 2d (commencing with Sectiom 2885.7)
of Title 14 of Part 4 of Division 3 of, or Section 3071.5 of, the
Civil Code, subdivision (b) of Section 18608 or Section 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.%, 10127.10, 10197, 10199.44, 1019%99.4¢6,
10235.16, 10235.40, 10509.4, 10509.7, 11624.08, or 11624.1 of the
Insurance Code, Section 779.1, 10010.1, or 16482 of the Public
Utilities Code, or Section 9975 or 13738 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 Code of Civil
Procedure. Nothing in this subdivision shall be construed fto
prohibit the recordation of any document with a county recorder by
electronic means.

(d) This title applies to an electronic 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 from- the application of this
title under subdivision (b) or (c) shall be construed only to exclude
the transaction from the application of this title, but shall not be
construed tc prohibit the t¥ansacdtion from being conducted by
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‘electronic means if the transaction may be conducted by electronic
means under any other applicable law.

3.4. 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.

{by 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 1s 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

.ielectronic 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 varled by agreement. The presence in
certain provisions of this 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} Tc be consistent with reasonable practices concerning
electronic transactions and with the continued expansion of those
practices.

{3y Te 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 legal 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.
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(d) If a law requires a signature, an electronic signature
satisfies the law,

1633.8. (a) If parties have agréed to conduct a transaction by
electronic means and a law reguires a person to provide; 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 information that is
formatted in a certain manner, all of the following rules apply:

(1) The record shall be posted or dlsplayed in the manner
specified in the other law.

{2) Except as otherwise provided 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 infermation formatted in the
manner specified in the other law.

(¢) If a sender inhibits the ability of a rec1p1ent to store or
print an electronic recoxd, 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 delivered in writing but permits that
requirement to be varied by agreement, the reguirement under
subdivision {(a} that the informatden be in the form of an electronic
record capable of retention may also be varied by agreement.

{2) A requirement under a law other  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 & 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 conformed to the
procedure, but the other party has not, and the nonconforming party
would have detected the change or erreor had that party also
conformed, the conforming party may avoid the effect of the changed
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,0r erroneous electronic record.

{2} In an automated transacticn 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

osrtunity for the prevention or correction of the error and, at the

& the individual learns of the error, all of the following
conditions are met:

{1} 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 reasoconable 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 erronecus
electronic recoxrd. .

{(1ii)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, iif any. ’

(4) Paragraphs (2) and (3} may not be varied by agreement.

1633.11. {a) If a law reguires that a signature be notarized, the
regquirement iz 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 reguired 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 reguires that a record be retained, the
requirement is sstisfied 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 reguirement to retain a record in accordance with
subdivision (a) does not apply to any information the sole purpose of
which is to enable the recozdlto'be sent, communicated, or received.

{c) A person may satisfy subdivision (a) by using the services of
another person if the reguirements of subdivision (a) are satisfied.

(dy 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).

te) If a law reguires retention of a check, that reguirement is

cisfied by retention of an electronic record of the information on
the Ffront 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 enacdted after
the effective date of this title specifically prohibits the use of
an electronic record for a specifi®d purpvse.

(g) This section does not préclude a governm&ntal ‘agendy from
specifying additional recquirements for the retention of a record
subject to the agency's Jjurisdiction.

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 electronlc
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 perfermance.

{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 I8’ seéfit whén the information is ;
addressed properly or otherwise diredted“properly to the recipient
and either (1) enters an informatidfi pre¢dssing -system outside the
control of the sender or of a pérsor 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 recipilent has designated or
uses for the purpose of receiving electronic records or information
of the type sent, in a form capable of being processed by that
system, and from which the recipient is able to retrieve the
electronic record.

(c) Subdivision (b) applies even if the place the information
processing system 1s located is different  frem the place the
electronic record is deemed to be received under subdivision (d).

{d) Unless otherwise expressly provideéd in the electronic recerd
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 business or, 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 trarsaction.

(2y If the sender or the recipient doés not have a place of
business, the place of business is the sender's or reCLplent 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 reguire,
prohibit, or regulate the use of an electronic signature in a
rransaction 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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O 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 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

O 5. | did not respond to a request for information from the Board related to a prior practice
privilege.

] 6 | 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, | am also authorized to practice in the following:

State: License Number: . Other Authority:

State: License Number: Other Authority:

./

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

| am an associated person of a firm registered with the PCACOB. [ ] Yes ] No

My office where | have my principal place of business undergoes peer review. [_] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. 1 Yes ] No

i, , understand that any m:srepresentatlon or omission in
connectlon with this notification is cause for termmatnon of my practice privilege in California. Further
I authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penalty of perjury under the laws of the state of California that the

foregoing information is true and correct.

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.
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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.

1 4. | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

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

E 8. | 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, | am also authorized to practice in the following:

State: License Number: Other Authority:
State: 4 License Number: Other Authority:
| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No
| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [ ] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No :

| understand that any misrepresentation or omission in connection with this notification is cause for
termination of my practice privilege in California. Further | 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 “| Agree” button | 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 | am
not prepared to so certify, | understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name

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 nofice.
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State of California

California Board of Accountancy

“Depaiument of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem V. Beoard Agenda ltem VIILF.4.d.
November 18, 2004 November 19, 2004
Practice Privilege Task Force Members Date : November 2, 2004

Board Members

Telephone : (918) 561-1731
Facsimile : (916) 263-3673
- E-mail . gnewington@cba.ca.gov

MW;ZZ

Chief, Enfor¢ement Division

Processing of Affirmative Responses to Disqualifying Conditions on the Practice Privilege
Notification Form

Business and Professions Code Section 5086(g) (Attachment 1) lists disqualifying
conditions related to California Practice Privilege. At the September meeting, | 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. ’

e Any misdemeanor, including those which are “substantially refated”, which are more

than 15-years old.

Any expunged misdemeanor more than five-years old.

Any expunged conviction over 10-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.

e Matters involving investigations or proceedings related to professional conduct.

« Matters involving judgments or arbitration awards related to professional conduct.
e Matters involving an unresolved administrative suspension.

GPN

Attachment



Aftachment 1

Section 5096(q)

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

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or sanctions
involving any license, permit, registration, certmcate 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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' 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 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 equivaient 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 entmes 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 substantral
equivalency is based.
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(8) Shall not provide public accountancy services in this state from any office located i+

this state, except as an empioyee of a firm registered in this state. This paragraph does
not apply” to pubhc accountancy servnces provrded tod chent at the chen’r‘s place of _

(5) Shall¢ cocperate wuth any beard mvestrgatlon of ihguiry and: shall@tlmelyfrespond to a e
board investigation, inquiry, request, notice, demand or subpoena for information or
documentsl and tlme!y '-prcwde to the beard the ldentlfled mformatxcn and documents

(g) (1) No individual may practlce under a practlce pnvxfegeww fhcut ;@ner rappre\ral of-the.:-
board if the individu I has, or acqurres at any tlme durlng the tenn of the practlce

fying'c
(A) Convictioricfariy:6 R
(B) Revocation, suspension, denral surrender or other drscxplme or sanchonsmvelvmg
any license, permit, registration, certificate or other authority to practice any profession

in this or any other staté orforeign country orto practlce before anyﬂstate, federa];;or,
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STATE. OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENGY ARNOLD SCHWARZENEGGER, Governor

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250 Attachment 2
SACRAMENTO: CA 958153632
TELEPHONE: (016) 263-3686
FACSIMILE: (916] 265-3675
WEB ADDRESS: htth:/iwww.dca.ca,govicha

Practice Privilege TF Agenda ltem |
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 themeeting’ of the Practice Privilege Task Force to order at
8:40 a.m. and weicomed 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 Schuliz

lan Thomas (Absent)

Staff and L egal Counsel ‘

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attomey General

Aronna Granick, Leglsla’sion/Regulahons 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, Emst and Young LLP




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-asiitis determir at payment is not received, is late, or that the

check was dlshonored‘”f‘and thiat:this is not the result of an administrative error,

the Board shall issue an administrative suspens;on and a fine. The

administratiVe suspension would remain in effect until the problem was cured. If

it IS not cured, the admlmstr on. would.rem 'n_m effect unt;l the

B

disqualifying condition woulid generate adaltlohal ‘viv‘ork for Enforcement Program
staff. Ms. Hillebrand amended her motion to remove the proposed disqualifying
condition. The amended motion was seconded by Ms. Flowers and. unammously
carried. -

Ty

guidelines currently employed by Licensing Program staff when reviewing ap i
for licensure. o

el

With regarded to disgqualifying conditions related primarily to pending mvest@at!ons and'®
civil Judgments he recommended that practice pnvxleges should not be granted wrthou’t ,

o "a ?‘Mﬁe'r‘f'

is a pending investigation and the outcome of the nvestlg
some time, a practice prv;lege should not be granted and.

recommend to the Board that staff proceé‘d aso
(Attachment 3). - g

VI, Consideration of What, If Any, Additional Dlsquahfymg
Specified by Regulations.



, g?tgr?nig;'g?gggsumer Affairs California Board of Accountancy

P 2000 Evergreen Street, Suite 250

‘ Sacramento, CA 95815-3832
Memorandum

Board Agenda item VIII.F.3.a
November 18, 2004

To : lan Thomas, President
Members, California Board of Accountancy Date . November 5, 2004

Telephone : (918) 561-1788
Facsimile : (916) 263-3674
E-mail : agranick@cba.ca.gov

From : Aronna Granick ”ﬁ;/w«,wu\/

Legislation/Regulations Coordinator

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
foliowing procedure:

o 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
Notificatiom Form (Attachment 1) and with the draft regulations under
development.

o |f 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).

» |f 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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Practice Privilege TF Agenda ltern V. Board Agenda item VHLF.4.c.
November 18, 2004 " November 18, 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: / /o Social Security Number:

QUALIFICATION REQUIREMENTS:
1. | am an individual.

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

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

State: License Number: Date Issued:

4. [Ja. 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

[Ib. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. ); OR

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

6. | 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/cha/acnt_act.htm) and the regulations thereunder (accessible at
http://www.dca.ca.gov/cba/regs.htmy.



10.

11.

12,

13.

0

] ]
. countancy (CBA) ncludlng, but notiimited
To suspend or revoke, without priornctice-or he
CBA or its representatives, fh 'prlvrl"é”’ge kie} pracf

| consent to-the au’rhori‘ryof‘ﬂthe GBA“’tc‘S“\‘jeﬁfy & accuracy and truthfulness of the

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

relevant to the-CBA’s inquiries now or in the future by:

a. Contacting other states;

b. Contacting the SEC, PCAOB or any other federal agency before which | am
authorized o practrce and

¢. Contacting NAS}BA.

| am subriitting this notice to the CBA: L AR - .
at or before the time | begin the practice ‘ofypublic accountancy in California; OR

within five business days of beginning the practice of public accountancy in- California, ON.o
_/__/__. My reason(s) for not providing notice on or before that date: o

state of lrcensure identified in item 3 above

TR 3pduyen amdg Jre

o

T .fr!r oty PSRN

 provide the, CBA

written notice of any such change v wrthrn 30 days of lts oocurrenée

A

| am,congur,r”eﬂy»)g’ submitting the fee of $100.00.

DISQUALIFYING CONDIFIONS:™ =~
Please check any of the items below that apply. For r any checked items in (1)- (6) you must provide additional

information as reques{ed i Attachment X &nd you- &ré not ‘éL{
until you receive notice from the CBA that the privilege ha@'beenpgran‘

O
O

&

Cal!f@mla tnless and

e

T ‘rrzed’t@'fprf

BEREN

[ have been convicted of 4 riffie dthst than &' ilier traffie violdtierr, - =
COEIEE L T megl EYabe G AT EY o wﬁ \/’u T s e & .
I haye had, a license, registrati onﬂpermlror authority to practice a pro ession

surrendered de C s “’p nd__d:’?éyokged oF atherwrse drscrphned orsanctioned except
for thefo!lowmg occurrences -

(A) an agtion'k
1 Banction wastadingof less:than - s

"“"gpecifisd continuing educationscourses; -, iy e e
(B ) the revocation of a license or other authortty to pra ournite ic\y, othe

than the license upon which the practice prmlege s based, solely bacalise of failure
to complete continuing education or failure to renew.

-d state, federal, orlocal.agency or court of the. ,PCAOB in which the only
*requ remeng’th he individual complete




0 B | 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 protfessional

conduct.

1 4 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

- | did not respond to a request for information from the Board related to a prior practice
privilege.

] s | have had a judgment or arbitration award against me in an amount of 330,000 or

greater that involved allegations relating to my professional conduct.

ADDITIONAL INFORMATION (Required):

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

State: License Number: Other Authority:

State: License Number: Other Authority:

| wish to be able to sign an attest feport under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes 1 No .

| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [| Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilied
this requirement. ] Yes ] No

, understand that any misrepresentation or omission in
<onnection with this notification is cause for termination of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. | certify under penailty of perjury under the laws of the state of California that the
foregoing information is true and correct.

Signature: ' 4 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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ATTACHMENT 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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Practice Privileae TF Anenda liem |
October 5, 2004

DRAFT
PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 85814

CALLTO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
8:40 a.m. and welcomed the parficipants. 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

Qther Participants

Richard Chamey, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public Interest Law
Donald Driftmier, Board Member

Michael Duffey, Emst and Young LLP




After discussion, it was moved by Ms. Hillebrand that the foliowing 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 administirative 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 o develop a recommendation
related to fine amounts and condifions 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.

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

Mr. Newingion reporied on a recommended procedure for determining how the
disqualifying conditions listed in Section 5096(g) shouid be applied io denial of the
practice privilege (see Attachment 3). He recommended that guidelines for disqualifying
conditions related primarily to convictions and license discipline should paraliel the

guidelines 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 that staff proceed as outlined in Mr. Newington’s memo
(Attachment 3).

VIIl. 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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Memorandum .

Practice Privilege TF Agenda ftem VIl ) Board Agenda ltem VIIL.F.8.

September 8, 2004 September 10, 2004
To : Practice Privilege Task Force Date © August 24, 2004

‘Board Members

From :ég/ Nevz\%“l/Mé

Chief, Enforcement Division -

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

Subject:  Consideration of the Standérds and Process for Determining How the
“Disgualifying 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 disgqualifying
conditions in Section 5086(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 mcluded for reference in
Attachment 3.

Section 5096(g)(1) preciudes practice under a.practice privilege if a listed
disgualifying condition is present until Board approval is obtained. |t should be
expected that disgualifying 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 recommeénded:

Section 5096{g){2) - Paraaraphs (A) and (B)
(g) (2) Disgualifying conditions include:

(A) Conviction of any crime other than a minor traf‘nc violation.

(B) Revocation, suspension, denial, surrender or other dlSC|plme 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 5086(g) would equate to Jikely serious violations or unprofessional conduct
and should preclude practice in California under the practice privilege modsl.
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 (shepl ﬁmg) Exemp!es under paragraph (B) could mbiwde*re&zor:etion
of a Texes CPA cerf ficate for faxlure to renew the license timely.

z E‘V‘elU'E’rre‘ri gmde‘lrnes shoul‘d“be established that will allow licensing staff to identify

and pass (allow practice privilege) on convictions having.no relationship with the
practice of public accountancy, misdemeanor convictions ever.4: 0 years gidsand -
license sanctions in other jurisdictions caused by administrative procedural actions
versus discipline for unprofessional conduct. The Board's.lic8nsing staff clrrently
employ similar guidelines in their evaluation of applicants for licensure and that
system is operating smoothly. Situations nvo]vmg disqualifying conditions that fall
outside thesg guidelings should Bearefarrad to the Enforcerient Division where a
review willbe'esnductedo determing-ifthers-is avastiialbasisto.deny practice
under a practice privilege, or actual California licensure, pursuant to Business and
Profeeeions Code Sec‘r lon 5180 (Grounds for Denral)

P T e ey a N A e

(2) = Paraaraphis(CG) and. {fD} \
qualifying ‘Gorditions imclude:” © - ]
yPerdency:of any investigationinquiry or proceedrng by-or befere any
- gtate: federal-qrlocal court or agency;including;-but.not limited:to, the
F‘ubllc Company #Accounting :OversightiBoard; hvelvi ng*’the prefeserena!
conduct of the individual. ez -
(D) Any judgment or arbitration award against the individual involving the
professiomal conductzofithein widualiir the- ameun’r of thxrty theu eene
doHers ($36 @G@) orrgreater CEome samnane

»(c

The: presence of eny of the eandxtrons hs’re A peregrephs (@) ar‘(Bj o‘fﬁec’r o’
5096(g)-will indicate the possibility of seripustielations-orunprefessiorialiconduet,
and practice rights via the practice privilege option sheuld. netibe:granted:without
thorough review by Enforcement Division personnel. This review may require
investigative action or nqulry to obtgin:an.adequate understan*d" e facts &nd
issues underlying the disqualifying condition:ant-hew.those: oulditinto the
criteria referenced il Blisinessand:Proféssions:Code Section:480:In many cases,
particularly-those thatdnvolvesa:pending dinvestigation.ar proceeding béfore another
agency,dhe:facts:willanot-be: full
practice.privilege should:not:be:granted; ahd the:applicant should:berequired to
apply-for a Califernia«CPAlicense should:herorishe desireto practice-in California.
Practice rights via practice privilege:shiould:only be-granted-if Enforcerment Division
personnel are able to obtain an understanding of the facts sufficient to conclude
there is'nofactual-basis to deny practice under-Busingss and ProfessionsCode:
. Section:480.: The Boardawillineed to determine if this: ,;zs_en:a-p.prgpri‘atezu%se of-.
enforcement resources: o = - SR e e -
WeBAUSERM chele\DOCS\MIGHELESPECML FROJECT! SIPRAC.PRIV TASK FORCEWI EVALUATE DI D S0 QUALIFICATIONS. dos

developed-oravailable: Ifsoypractice rights viaa
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Section 5096(q) — Paraaranhs (2)(E)
(h) (2) Disgualifying conditions include:
(E) Any other conditions as specified by the board in regulation. .

Evaluation gﬁidellnes will depend on the specific disqualifying conditions adopted
by the Board in reguiation. ’

GPN

A’ttachménts
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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 acguires 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 othar
guthority to practice any profession in this or any other state or foreign
couniry or to practice befors 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 iimited 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 amoum of thirty thousand
doliars ($30,000) or greater.

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

(3) The board may adopt reguiations 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 5088.2(a).

(a) Préstice privileges may: be denisd-forfailureto qualify-under Q{;{*éé;zmﬁgly with
't’h“e‘ p‘rovxsr@n's of "thss' artioié ar imp‘lemen‘dng reguiaﬂans ar fsr«any act that if

ltcense under Sec’mon 480 or n‘ commi ﬁed by a hcensee wcut,e!ﬂbe grmunrzis for

discipline under Section 5100, or for any act:committed ‘cutside of thts state
that would be a vsolaﬂon if ccmmltted within: thxs state

T

ATTACHMENT 2



Section 480

(a) A board may deny a license regulated by this cods on the grounds that the
applicant has one of the following:

(1) Been convicted of a crime. A conviction within the meaning of this sectjion
means a plea or verdict of guilty or a conviction following 2 plea of nolo
contenders. Any action which a board is permitted to take following the
establishment of a conviction may be faken 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 impos'tion of
sentence, irrespective of a subsequent order under the prov sions of
Section 1203.4 of the Penal Code.

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

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

(b) Notwithstanding any other provision of this code, no person shall be denied a
ficense solely on the basis that he has been convicted of & 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 & misdemeanor if he has
met all applicable requirements of the criteria of rehabilitation developed by
the board to evaluate the rehabilitation-of a person when considering the
denial of a license under subdivision (&) of Section 482.

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

ATTACHMENT 3



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

Sacramento, CA 95815-3832
Memorandum

Board Agenda item VIILF.3.b
November 18, 2004

To : lan Thomas, President
Members, California Board of Accountancy Date - November 5, 2004

Telephone :  (916) 561-3788
Facsimile : (916) 263-3674
E-mail  : agranick@cba.ca.gov

From : Aronna Granick - xé\)jq/,w/
Legislation/Regulations Coordinator

Subject:  Recommendation Regarding Whether it Should be a Disqualifyihg 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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November 19, 2004

PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING -~

September 9, 2004
Hyatt Regency
1209 L Street
Sacramento, CA 95814

CALL TO ORDER

FINAL

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 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 Participanis

Richard Charney, Board Member

Tom Chenowith

Julie D’Angelo Felimeth, Center for Public interest Law
Donald Driftmier, Baord Member

Michael Duffey, Ernst and Young LLP




~regulat|ons

It was moved by Ms. Flowers and seconded by Mr. Schultz to accept NASBA's
deteriminations ii-botk areas. It was the intent of the motion that this would be
the only méthod through which these determinations would be made. During the
discussion Ms. Hillebrand asked. |f the Board could request that CredentialNet consider
ethics requirements in makmg zis d exrmmatlons M; - rOs indicated that the Board
could inform CrednetialNet that éthics'is a- prxon’ty and request that CredentialNet's
review enstire that the ethics requirement in the CPA’s home state has been met. Ms.
Sos also indicated that it was her uridérstandin g that; ‘consistent with the Board’s
obligation not to delegate its authority, the B acceptance of NASBA's list and
credentialing program would be s\ub;e 1 uous momtonng, and the Board would
have the ability to add or subtract state rori the T8t &% “appropriate. After the
discussion, the motion was unanimously carried.

IV. Consideration of Whether the Board Should Accept NASBA's Determination-of an
Indw dual's Substantial Equivalency or Use Some Other Method for Assegsmg the

B Discussion.

See Agenda item Ill. |
V. Consideration of Whether There Should Be a “Safe Harbor” Period for Prmvndmg\@ ige
Notification to the Board. s

Ms. Sos introduced this agenda item and Agenda ltem VI together. She i
they relate fo two questlons 1) When is notice due? and 2) What shi
when the payment is not recewed is lost, or the payment check is d!sho_pored? She

summarizing the arguments for and againstesta 1g:a s
indicated she would like to focus the dlscussmn on the follow

period before time before notification is required, 3) the sk of
done nothing wrong if there is no safe harbor, 4) the impact of va
terms of providing an incentive for giving notice Ms. Sos indicated she would

of the CPA populatlon




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 9:30 a.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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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. Schuitz and carried. (Ms. Hillebrand voted “no.”) Ms. Sos
requested a recommendation from staff regarding fines and penaities 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 pemitted 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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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 _ ). 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
__). Heindicated 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.

Xl. Comments from Members of the Public.
Members of the public provided comments during the course of the meeting.

XIl. Agenda ltems 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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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 | 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
preparers. .

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

Article 5.1. Practice Privileges

5096. (a) Anindividual 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. :

(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) Inthe 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’ thls article ‘or' by board
regulation, the practice privilege commences’ “when the individiial
notifies the board, provided the fee is received ‘by the'board within 360

days of that date. The board shall permit thé n@trficatlon to'be provided

electronically.

(e) An individual who holds a practice prx‘ 1&ge under this article:

(1) Is subject to the personal and subjéct’miatter jurisdiction and
disciplinary authority of the board and the courts of this state.

(2) Shall comply with the prov1s1ons of this chapter, board
regulations, and other laws, regulations, and’ pmfcssmnal ‘Standards
applicable to the practice of public accountancy by the licersess'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 exam{natwn reqt eiits of this
state when such individual has met the exam:
education requirements of the state in w
valid license, certificate, or permit on whlc
is based. ) EAR A

(3) Shall not provide public accountancy servi ‘this state-frofd
any office located in this state, except as an employee of a firm registered
in this state. This paragraph does not apply to public accou tanc;?f*
services provided to a client at the client’s place of busingss or résideiice: -

(4) Is deemed to have appointed the regulatory agency of the state that
issued the individual’s certificate, license, or’ perrmt upon which
substantial equivalency is based as the md1v1dual s agent of whoin®
notices, subpoenas or other process may 'bé served-in’ ‘anyaction or!
proceeding by the board against the individual.

(5) Shall cooperate with any board investiga
timely respond to a board investigation, m\
or subpoena for information or documenits
board the identified information and documents

(f) A practice privilege expires one yearr
unless a shorter period is set by board =

(g) (1) No individual may practice under a ‘Privi
prior approval of the board if the individual has, or acqulres‘
during the term of the practice privilege; any d'squahfymg : zondmon
under paragraph (2) of this subdivision. T

(2) Disqualifying conditions include: :

(A) Conviction of any crime other than a minor traffic v101at10n

(B) Revocation, suspension, denial, surfender or other disciplitie 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 (330,000) 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 impiementing regulations or
comumitted 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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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

Patti L. Franz gjﬁ( '
Licensing M K

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 requxrement 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.

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

Afttachment
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CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250

TELEPHONE: (916) 263-3680
-FACSIMILE: (918) 263-3878
WEB ADDRESS: hiip://www.dca.ca.govicba

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

BUSINESS ADDRESS (Including City, State, and Zip Code)

BUSINESS TELEPHONE:  Area Code ( } Approximate Number of Years

Practicing Public Accountancy

Pursuant to Section 5086.5, 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?

Have you had experience in applying a variety of auditing procedures and technigues to the usual and customary
financia! transactions included in financial statements?

.

Have you had experience in the preparation of working papers in connection with the various elements of
land Il above?

Have you had experience in the preparation of written explanations and comments on the work performed and its
findings?

V.

Have you participated in the preparation of and reporting on full disclosure financial staiements? f

| hereby certify, under penalty of perjury under the laws of the State of California, that { have met California’s experience requirement,
Section 5085, 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

Compilation

Please estimate your most recent
500-hours of atiest experience,
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Memorandum
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November 18, 2004 November 19, 2004
To . Practice Privilege Task Force Members

Board Members Date . November 8, 2004

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

From : Aronna Granick ~ %[‘—MWW)
Legislation/Regulations Coordinator

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 reguirements 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) CredentialNet. 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 CredentialNet file number in the notification required
by Sections 26, 27, 28, and 29 and shall make CredentialNet'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.



(c) A practice privilege, including a practicé pfifilége that is or has been on
administrative suspension pursuant to Busi ess and Professions Code Section 5096.4,
expires one year from that datésefnotifica and cannotbeirenewed.

(d) For purposes of this Article and Business and Professions Code Section 5096, the
“license upon which the practice privilegesishasedorttheilicense:upen which thev:  al
substantlal equwalency Is based” is the I|cense under WhICh the |nd|VIduaI qua||f|es for a

paragraphs (2) or (3) of subsectlon( ) EIPMEY TOTMED LG
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(e) The holder-of a- Callfornla ficense-that is expired but subject to renewaI is not eI|g|bIeL
for a practice privilege. T ;

Section 26. Notification‘Requirémefits:<iGeneral:. + i« seion asiii

To obtain apractice privilege:anindividual shall notifyithe Board ~;and under:penalty of .
perjury, certlfy the truthfulness of aII lnformatlon prowded in the"‘ iotific
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(¢) The individual meets one of the minimum requlrements to be eI|g|bIe fora: practlce I
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. [f 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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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.

(@) 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 subsequenily 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 of a 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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£33 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, includ(ing 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 parinership, 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.



STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENGY ARNOLD SCHWARZENEGGER, Governor

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916) 263-3680
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Practice Privilege TF Agenda ltem IV. Board Agenda ltem VII.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:

QUALIFICATION REQGUIREMENTS:
1. | am an individual.

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

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

State: License Number: Date Issued:

4. [ 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
[Jb. My individual qualifications have been determined by NASBA to be substantially
equivalent (NASBA file no. _ }; OR

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

8. | 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/cba/acnt_act.htm) and the regulations thereunder (accessible at
http//www.dca.ca.gov/cba/regs.htm).



-Hearing and in the sole discretion of the..
CBA orits representatlves the:- pnwlege-te practice:public accounting; -
b. To impose discipline for any violation of the California Accountancy Act or regt
..thereunder and recover costsfor.investi tion; and
c. T provlde]nf\ermatlon relatlng tfoa practlce privilege-and/er-refer any additional and
further discipline to the board of accountancy of any other state and/or the SEC
'PCAQB crtotne""“ fit] '

8. | agree to, res" g té'my
California’ pract|ce ptivilege; including after the expiration of this pnv1|ege

9. | consent to the authority of the CBAtowverify the accuracy and truthfulness of the
information provided in this notification. | consent to the release of all information
relevant to the CBA’s inquiries now or in the future by:

a. Contacting other states;

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

c. Contacting NASBA,

10. | am submitting this'fidtice to the CBA:

[

at or before the time | begin the practige.of public acceuntancy in California; OR

] within five business days of beginning the practice of public accountancy i in; Callfornla on;-

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

11. 18:C clel 18
state of I|censure identified in |tem 3 above

RN oens o erenis

12. In the event that any of the mformatlon in this notlc changes\,gl )yyql\l qr@\{,i;de::the]QBA ,
written notice of any such change within 30 days of its occurrence. '

13. | am concurrently submlttmg the fee of $100.00.

4 e RIS T ATEHINY e

DISQUALIFYING CONDITION!

Please check any of the items below that apply. For any checked items in (1)-(6), you must providé additional
information as request’ linAttachmentXandiyouare net-authorized to:pra 1:California tinless and

until you receive notice from the CBA that the privilege hasibeen granted® &8 5.4% «nei- pe
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BTy h TS WET e B nR oo,
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for the foIIowmg oCcurrences

(A) an action by.a state federal, or local.agency. or court of the PCAOB in Whlch the onIy

. i, dccoun /
than the license upon WhICh the practice prlwlege i ed, soIer ‘Because of failure
to complete continuing education or failure to renew.
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" O 3. | am currently the subject of an investigétion, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional

conduct.
T4 | have an unresolved administrative suspension or an unpaid fine related o a prior
California practice privilege.
0 s | did not respond to a request for information from the Board related to a prior practice
privilege.
0 s | 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, | am also authorized to practice in the following:

State: License Number: Other Authority:

State: License Number: Other Authority:

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

'l am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [ | Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No

, understand that any misrepresentation or omission in
connectlon with this notification is cause for termmatlon of my practice privilege in California. Further
| authorize the California Board of Accountancy to act accordingly, including notifying other state or
federal authorities. 1 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.



STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

Staweot CALIFORNIA BOARD OF ACCOUNTANCY
Colforia 2000 EVERGREEN STREET, SUITE 250
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ATTACHMENT 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:




. Stat:a‘%;f Cailiffc;énia Affa California Board of Accountancy
<+ Depz tment of Consumer Affalrs 2000 Evergreen Street, Suite 250

Sacramento, CA 85815-3832

Memorandum

To

From

Subject :

Practice Priviege TF Agenda ltem IV.A Board Agenda ltem VIILF 4.c.i.
November 18, 2004 November 18, 2004
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

Patti L. Franz
Licensing Mana

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 intent to sign the electronic record.

Below are the assumptions regarding the notification process for a California
Practice Privilege:

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

Aftachments



Attachment 1

| understand that any misrepresentation or omission in connection with this
notification is cause for termination of my practice privilege in California.
Further | 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 [ certify under penaity of
perjury under the Jaws of the State of California that the information
contained in this notice is true and correct. If | am not prepared to so certify, |
understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name
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CIVIL CODE ‘
SECTION 1633.1-1633.17

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:

{aj "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 transaction.

{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, performing under an existing contract, or fulfilling an
obligation required by the transaction.

{c) "Computer program” means a set of statements or instructions
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} "Electronic agent” means a computer program or an electronic

other automated means used independently to initiate an action or
regpond 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, symbel, or
process attached to or logically associated with an electronic record
and executed or adopted by a person with the intent to sign the
electronic record.

{i} "Governmental agency"” means an executive, legislative, or
judiclal agency, 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.

{4) "Information" means data, text, images, sounds, codes,
computer programs, software, data bases, or the like.

{k) "Information processing system” means an electronic system for
creating, generating, sending, receiving, storing, displayving, or
processing information,.

(1) "Person" means an individuval, corporation, business trust,
estate, trust, partnership, limited liability company, assocciation,
joint venture, governmental agency, public corporation, or any other
legal or commercial 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

urpose 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.gov/cgi-bin/waisgate7WAISdocID=94853227722+5+0+0& WAISaction=retrieve 11/8/2004
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a procedure that requires the use 6f 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 Sectiisén 1101) of the Uniform
Commercial Code, except Sections 1107 and 1206.

(3) Divisions 3 (commencing with Sec¢tion 3101), 4 {commencing with
Section 4101}, 5 {commencing with Section 5101), 8 (commencing with
Section 8101}, 9 (commencing with Sectioenn 9101); and 11 {commencing
with Section 11101) of the Unifdrm Commercial Code.

{4) A law that requires that specifically identifiable text or
disclosures in a record or a portioen of a record be separately
signed, including initialed, from the record. Howewer, this
paragraph does not apply to Section 1677 or 1678 of this code or
Section 1238 of the Code of Civil Precedure.

{c) This title does not apply to any:specific transaction
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 168%.6, 1689.7, 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, 1788.14, 1789.16, 1789.33, or 1793.23 of,
Chapter 1 (commencing with Section '180%) of Title 2- of Part 4 .of
Division 3 of, Section 1861.24, ¥862.5, 1917.712, 1917.723, 1950.5,
1950.6, 1983, 2924b, 2924c, 2924f, 29241, 29243, 2924.3, or 2937 of,
Article 1.5 (commencing with Section 2945) of Chapter 2 of Title 14
of Part 4 of Division 3 of, Section 2854.5 o=z 2963 of, Chapter 2b
{commencing with Section 2981) or 2d (comiencing with Section 2985.7)
of Title 14 of Part 4 of Division 3 of, or Section 3071L.5 of, the
Civil Code, subdivision (b) of Section 18608 or Section 22328 of the
Financial Code, Section 1358.15, 1365, 1368.01, 1368.1, 1371, or
18035.5 of the Health and Safety Code, Séction 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, 1019%.44, 10199.46,
10235.16, 10235.40, 10509.4, 10509.7, 11624.08, or 11624.1 of the
Insurance Code, Section 778.1, 10010.1, or 16482 of the Public
Utilities Code, or Section 9975 or 13738 of the Vehicle Code. 2An
electronic record may not be substituted for:amy-.notice that is
required to be sent pursuant td Séction 1162 of the Code of Civil
Procedure. Nothing in this subdivision shall be construed to
prohibit the recordation of any document with a county recorder by
electronic means.

(d}) This title applies to an elect¥onic 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 from-the application of this
title under subdivision (b) or (c) shall be construed only to exclude
the transaction from the application of this title, but shall not be
construed to prohibit the t¥déndawtionm from being conducted by

http:/fwww leginfo 6. g6v/egibinfwhisgate W ATSdoeTD=60291325060+0:+0+0& WAISaction=retrieve  10/12/2004
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‘electronic means if the transaction may be conducted by electronic
means under any other applicable law.

3.4. 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 reguire 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 opticnal
agreement the primary purpose of which is to authorize a transaction
to be conducted by electronic means, an agreement to conduci a
transaction by electronic means may not be contained in a standard
form contract that is not an electronic record. An agreément 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 oxr
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

aelectronic 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 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 legal 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.
(¢} If a law reguires a record to be in writing, an electronic
record satisfies the law.
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(d} If a law requires a signature, an electronic signature
satisfies the law.

1633.8. (a) If parties have agréed to conduct a transaction by
electronic means and a law requires a-person to provide; send, or
deliver information in writing to another person, that requlrement 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 . s
information processing system inhibits the ability of the recipient
to print or store the electronic retord.

{b) If a law other than this title requires a recocrd toc be posted
or displayed in a certain manner, to be sent, communicated, or
transmitted by a specified method, or teo contain information that is
formatted in a certain manner, all of the following rules apply:

{1} The record shall be posted or dlsplayed in the manner
specified in the other law. '

(2) Except as otherwise provided in paragraph (2) of subdivisdion
(d), the record shall be sent, communicated,. or transmitted by the
method specified in the other law.

{3) The record shall contain the information formatted in the
manner specified in the other laws

(c}y If a sender inhibits the ability of a recipient to store or "
print an electronic record, the electroni¢ record is not enforceable
against the recipient. : -

{d) The requirements of this section may not be varled by -
agreement, except as follows:

(1) To the extent a law other thHan this title reguires information
to be provided, sent, or delivered in writing but permits that '
requirement to be varied by agreement, ‘the requirement under
subdivision (a) that the informatien‘be:in the form. of an electronic
record capable of retention may® also-be varied by agreement. .

{2y A requirement under a law other-than this title to send,
communicate, or transmit a record by first-class madil 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 %o
detect changes or errors and one party has conformed to the
procedure, but the other party has not, and the nonconforming party
would have detected the change or errer had that party also
conformed, the conforming party may avoid the effect ¢f the changed

http /i Jeginfo .ca. gbv?cg1—b1n/Wa1sgate?WAISdooID=6029L3,25060+G‘+Q:§: )8 ,WAISact1on=retr1eve 10/12/2004

o vt h,‘“} LR Ty




= Rl

.Or errcneous 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

ortunity for the prevention or correction of the error and, at the

2 the individual learns of the error, all of the following
conditions are met:

(1) The individual promptly notifies the othex 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, 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, 1f any,  as a result of the erroneocus
electronic record. .

(i1i)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 (Z2) 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 reguires that a signature be notarized, the
reguirement 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 pe included in
a notarization by other applicable law.

{b) In a transaction, 1f a law reguires that a statement be signed

snder penalty of perjury, the reguirement is satisfied with respect

an electronic signature, 1f 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 periury by the person who submits the electronic signature
that the information is true and c¢orrect. . :

1633.12. {a) If a law reguires 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 reguirement to retain a record in accordance with
subdivision (a) does not apply to any information the scle purpose of
which is to enable the record to be sent, communicated, or received.

(¢} A person may satisfy subdivision (&) by using the services of
another person if the regquirements of subdivision (a) are satisfied.

(d) Tf 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 i1s satisfied by an electronic record retained
in accordance with subdivision {a).

(e} If a law regquires retention of a check, that requirement Iis

cisfied by retention of an electronic record of the information on
+he front and back of the check in accordance with subdivision (a}.
(£} 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 shacted after
the effective date of this title spécificélly prohibits the-use of
an electronic record for a specified’ purpose

(g) This section does not preclude a governmentadl agendy from
specifying additional requirements for the retentlon of a record
subject to the agency's jurisdiction.

1633.13. In a proceeding, evidence of & record or signature may not
be excluded sclely 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) B 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 peérfermarice.

(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 I§9sefit whén the information is
addressed properly or otherwise dirfedteéd propérly to the recipient
and either (1) enters an informatidfl préééssing system. outside-the
control of the sender or of a pérsori 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 theé electronic record enters an
information processing system that the recipient has designated or
uses for the purpose of receiving electronic¢ records or infermation
of the type sent, in a form capable of béing processed by that
system, and from which the recipient is apleé toé retrieve the
electronic record.

(c) Subdivision (b) applies even if the place the information
processing system is located is different: f¥ém’the place the
electronic record is deemed to be redéeived under subdivision {d).

(d) Unless otherwise expressly providéd in the electronic 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 busihess or, if theé 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 trafisaction.

(2) If the sender or the recipient does not have a place of
business, the place of business is the sender's or recmplent g
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

atent 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 reguires 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 regquirements 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
reguirement, prchibition, or regulation.
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s 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) invelving my professional
conduct. ~

] 4. | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

1 5. | did not respond to a request for information from the Board related to a prior practice
privilege.

] s | 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, | am also authorized to practice in the following:

State: License Number: , Other Authority:
State: License Number: Other Authority:
S
| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes ] No
| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My office where | have my principal place of business undergoes peer review. [_] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No

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

Signature: Date:

Your privilege to practice commences with the submission of your completed notification and your fee.
Your privilege expires one-year from the date of this notice.
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O 3. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional
conduct.

14 | have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

] s | did not respond to a request for information from the Board related to a prior practice
privilege.

1 s | 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, | am also authorized to practice in the following:

State: License Number: Other Authority:
State: . License Number: Other Authority:
| wish to be able to sign an attest report under this practice privilege and | have at least 500 hours of
experience in attest services. ] Yes [J No
| am an associated person of a firm registered with the PCAOB. [ ] Yes ] No
My office where | have my principal place of business undergoes peer review.  [] Yes ] No

The state of licensure identified in item 3 requires continuing education in fraud detection and | have fulfilled
this requirement. ] Yes ] No

| understand that any misrepresentation or omission in connection with this notification is cause for
termination of my practice privilege in California. Further | authorize the California Board of
Accountancy to act accordingly, including notifying other state or federal authorities. By typing my
name in the box beiow and clicking the “I Agree” button | certify under penality of perjury under the
laws of the State of California that the information contained in this notice is true and correct. If| am
not prepared to so certify, | understand that | should click the “Cancel” button to discontinue the
notification process.

Full Name

~ 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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1
State of California California Board of Accountancy

“Depatiment of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA ©5815-3832
Memorandum

Practice Privilege TF Agenda ltem V. Board Agenda ltem VIILF.4.d.
k November 18, 2004 November 18, 2004
To . Practice Privilege Task Force Members Date . November 2, 2004

Board Members

e

From :  Gregory P Mgwingto
Chief, Enforéement Division

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

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, | 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, inciuding those which are “substantially related”, which are more

than 15-years old.

Any expunged misdemeanor more than five-years old.

Any expunged conviction over 10-years oid.

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:

e Professional license discipline or sanction issues.

o Matters involving investigations or proceedings reiated to professional conduct.

e Matters involving judgments or arbitration awards related to professional conduct.
+ Matters involving an unresolved administrative suspension.

GPN

Attachment



Attachment 1

Section 5096(q)

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

(2) Disqualifying conditions include:

(A) Conviction of any crime other than a minor traffic violation.

(B) Revocation, suspension, denial, surrender or other discipline or sanctions
involving any license, permit, registration, certificate or other authority to practice any
profession in this or any other state or foreign country or to practice before any state
federal, or local court or agency, or the Public Company Accounting Oversight Board.

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

(D) Any 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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