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MINUTES OF THE
January 21, 2005
BOARD MEETING

The Fairmont San Jose
170 South Market Street
San Jose, CA 95113
Telephone: (408) 998-1900
Facsimile: (408) 287-1648

|. Callto Order.

President Renata M. Sos called the meeting to order at 8:03 a.m. on Friday,
January 21, 2005, at the Fairmont Hotel in San Jose and ALJ Cohn and the
Board heard Agenda Items XI.A.-C. The Board then convened into closed
session to deliberate and consider Agenda Items X.E.-H. The Board
reconvened into open session at 11:10 a.m. The Board broke for lunch at
12:45 p.m. and reconvened at 1:40 p.m. The Board adjourned at 3:50 p.m.

Board Members January 21, 2005
Renata M. Sos, President 8:03 a.m. to 3:50 p.m.
Ronald Blanc, Vice President 8:03 a.m. to 3:50 p.m.
Sally A. Flowers, Secretary-Treasurer 8:03 a.m. to 2:00 p.m.
Richard Charney 8:03 a.m. to 3:50 p.m.
Ruben Davila 8:15 a.m. to 3:50 p.m.
Donald Driftmier 8:03 a.m. to 3:50 p.m.
Charles Drott Absent

Sara Heintz 8:03 a.m. to 3:50 p.m.
Gail Hillebrand 8:03 a.m. to 3:50 p.m.
Thomas lino 8:03 a.m. to 3:50 p.m.
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Clifton Johnson 8:03 a.m. to 3:50 p.m.

Olga Martinez 8:03 a.m. to 3:50 p.m.
David Swartz 8:03 a.m. to 3:50 p.m.
Stuart Waldman Absent

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

Greg Newington, Chief, Enforcement Program

LaVonne Powell, Legal Counsel

Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, Renewal and Continuing Competency Analyst
Jeanne Werner, Deputy Attorney General, Board Liaison

Committee Chairs and Members

Roger Bulosan, Vice Chair, Qualifications Comrnittee
Nancy Corrigan, Chair, Qualifications Committee
Harish Khanna, Chair, Administrative Committee

Other Participants

Tom Chenowith

Mike Duffey, Ernst & Young LLP

Doreathea Johnson, Deputy Director Legal Affairs, Depariment of Consumer Affairs
Arthur Kroeger, Society of California Accountants (SCA)

Richard Robinson, Big 4 Accounting Firms

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

Board Minutes.
A. Draft Board Minutes of the November 19, 2004, Board Meeting.

The draft minutes of the November 19, 2004, Board meeting were
adopted on the Consent Agenda. (See Agenda ltem XII.B.)

Report of the President.

Ms. Sos welcomed Ms. Doreathea Johnson, Deputy Director of Legal
Affairs at the Department of Consumer Affairs (DCA) and thanked her for

12727



Board. Mr. Swartz indicated that any revisions would require a
statutory change and, in light of the Governor's proposal, EPOC
decided not to devote resources at this time to expand the list of
substantially related acts, but it recommended that this issue be
revisited in a year.

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

1.

Minutes of the November 18, 2004, Practice Privilege Task Force
Meeting.

The minutes of the November 18, 2004, Practice Privilege Task
Force meeting were adopted on the Consent Agenda. (See Agenda
Item XII.B.)

Report on the January 20, 2005, Practice Privilege Task Force
Meeting.

Ms. Hillebrand reported that the Task Force met the previous day
and considered the following issues.

3. Consideration of Proposed Fine Amounts.

a. Payment not Received or Returned for Insufficient Funds.

Ms. Hillebrand indicated that the factors listed in Section 95.3 will
be given consideration in determining the fine amounts.

i. First-Time Offenders.

Ms. Hillebrand reported that staff recommended a fine range
of $100 to $500 for individuals who do not submit the practice
privilege notification fee either within the 30 days, or if the
check is dishonored.

ii. Repeat Offenders.

Ms. Hillebrand reported that a fine range of $250 to $1,000
was recommended by staff for any subsequent occurrence of
failure to pay or attempting to pay with a check that is
dishonored.

It was moved by Mr. Johnson, seconded by Mr. lino, and

carried to adopt the Task Force's recommendation with a
cross-reference to Section 95.3 of the current

12742



Accountancy Regulations on Citation Factors.
Ms. Flowers was temporarily absent.

b. Late Notification Submission.

Ms. Hillebrand reported that staff provided a recommendation of
a fine range of $250 to $5,000 for late notification submissions
and that the Citation Factors in Section 95.3 also be used in
determining these fine amounts.

c. Failure to Report Changes to the Information in the Notification
Timely.

Ms. Hillebrand reported that staff provided a recommendation of
a fine range of $250 to $5,000 for failure to report changes to the
information in the notification timely, and that the Citation Factors
in Section 95.3 also be used in determining these fine amounts.

d. Failure to Respond to Board Inquiry.

Ms. Hillebrand reported that staff provided a recommendation of
a fine range of $250 to $5,000 for failure to respond to Board
inquiry, and that the Citation Factors in Section 95.3 also be
used in determining these fine amounts.

It was moved by Ms. Sos, seconded by Mr. Johnson, and
carried to adopt the Task Force's recommendation related to
agenda items VIIL.F.3.b-d. Ms. Flowers was temporarily
absent.

4. Proposal Specifying a Fine Amount for the Disqualifying Condition
Exemption.

Ms. Hillebrand indicated that the Task Force recommended deleting
the reference to administrative fines as an exception to the
disqualifying conditions, but retaining the reference to continuing
education. (See Section 32(c)(2)(A) in Attachment 11.) Only one
state reported that they issue any type of administrative fine for
minor violations.

This recommendation was included in the motion under Agenda
ltem VIII.F.5.

5. Consideration of Final Regulations.
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Ms. Hillebrand reported that the Task Force was recommending the
version of the regulations that appears in the agenda packet as
Attachment 2 (see Attachment 12). It is a streamlined version that
includes the Notification Form, and includes language to allow the
Board to have an electronic on-line form as well as the paper form.
Ms. Hillebrand indicated that the Task Force made the following
edits.

e Section 28 should include a statement that the text of the
electronic and the hardcopy notification forms are identical.

* A provision will be added to Section 29 to indicate that the
submission date of the notification form will be the date of the on-
line submission or the postmark date for the hardcopy form
submitted by mail.

e Section 32(c)(2)(A) will be updated to reflect the action of the
Task Force determining not to exempt violations resulting in a fine
of a specified amount from being a disqualifying condition.

+ Fine amounts will be added to the regulations with a cross-
reference to Section 95.3.

Ms. Hillebrand noted that a section of the regulations related to the
procedure for administrative suspension was not written yet.

Mr. Granen indicated that, in light of due-process concerns,
consideration needs to be given to formalize the process so there
are clear procedural safeguards.

Mr. Robinson agreed with Mr. Granen that the administrative
suspension piece should be in regulation. He indicated that it would
be non-controversial and could proceed as an emergency
regulation. The current temporary practice provisions will sunset on
January 1, 2006, so it is important to have all of the practice
privilege regulations in place by then.

Ms. Powell indicated that the Board could approve a regulation
mirroring the language in the statute in order to include it with the
other proposed regulations. Then the Board could refine it at the
March Board meeting and issue a 15-day renotice providing the
revised text. Ms. Crocker suggested delegating the responsibility to
Mr. Granen and Ms. Hillebrand to draft the language and incorporate
it into the current draft regulations prior to February 18, 2005.

Ms. Hillebrand indicated that it was important for the Board to
understand the concept. The concept was to develop a simple
procedure to provide for due process while retaining the Executive
Officer’s authority to issue an administrative suspension.
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It was moved by Ms. Hillebrand, seconded by Mr. Swartz, and
carried to adopt the draft regulations as described in
Attachment 2 with the modifications described above plus the
addition of language to be developed by the Task Force Chair,
staff, and legal counsel to create an administrative suspension
procedure. In addition, the regulations would include the fine
amounts and cross-reference to the existing Section 95.3.

Ms. Flowers was temporarily absent.

a. Report Findings from OAL Regarding the Form in the
Reguiations.

Ms. Hillebrand reported that at the last meeting an issue had
come up regarding whether the actual form needed to be
included in the regulations or whether it could be incorporated by
reference. There were also issues as to how to reference the
electronic form. OAL indicated that language can be included in
the regulations referencing the electronic form as long as that
form is identical in content to the paper form.

. Consideration of Final Notification Form.

Ms. Hillebrand reported that there were several versions of the form
in the agenda packet, and it had been revised to include
modifications made at the Task Force meeting the previous day.
(See Attachment 13.)

The recommended revisions consisted of:

e Placing boxes on Qualification Requirements 1 and 3.

e Removing the specified fine amount from disqualifying condition
B(1).

e Adding disqualifying condition language to be consistent with
Regulation Section 32(c)(7), which was placed before the last
disqualifying condition statement.

¢ Adding the statement "An answer of No to any of the following
statements does not disqualify you from proceeding with the
California practice privilege process." to ensure practice privilege
holders understand the questions included on the Notification
form are for statistical purposes and will not preclude them from
the practice privilege.

¢ The Required Additional Information section was moved below
the Disqualifying Conditions section.

+ The ending statement was edited to read "Your practice privilege
expires at the end of one year." and remove the wording from the
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date of this notice to reflect the changes made to the regulations
regarding the submission date.

This recommendation was included in the motion under Agenda
Item VIII.F.5.

a. Licensee Comments and Responses to Evaluation of Notification
Form.

Ms. Hillebrand reported that with the assistance of Ms. Tindel of
CalCPA, the form was sent out for evaluation and the responses
from licensees have been incorporated to make the form clearer
and easier to use.

7. Discussion of Possible Questions for Q&A Related to Practice
Privilege.

Ms. Hillebrand requested that Board members and members of the
public provide their questions to staff. This item will be discussed at
the March Board meeting.

Ms. Sos echoed comments made by Ms. Hillebrand as to the quality
of staff work related to this Task Force throughout the last year.

She indicated that Ms. Franz, Ms. Walker, and Ms. Wong are owed
many thanks for their work.

G. Peer Review Task Force.
No report.
IX. Appeals — Personal/Written.

A. Written Professional Conduct and Ethics (PC&E) Appeal - Leonard E.
Aron.

Ms. Franz reported that Ms. Walker was available to answer any
technical questions related to the license renewal process. In addition to
staffing the Practice Privilege Task Force, she also serves as the
renewal analyst.

Ms. Franz reported that the substance of this appeal was that Mr. Aron
disagrees with the Board's interpretation of Regulation Section 87.7 that
specifically relates to the timeframes for completing Professional
Conduct and Ethics (PC&E). Under current regulations, licensees are
required to complete eight hours of PC&E every six years for license
renewal. In regulation, it further requires that the PC&E course be
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PRACTICE PRIVILEGE TASK FORCE
MINUTES OF THE MEETING
November 18, 2004

DRAFT
Crowne Plaza Los Angeles Airport Hotel
5985 West Century Boulevard
Los Angeles, CA 90045

CALL TO ORDER

Renata Sos, Chair, called the meeting of the Practice Privilege Task Force to order at
1:00 p.m. and welcomed the participants. Ms. Sos indicated that to ensure compliance
with the Bagley-Keene Open Meeting Act, when a quorum of the Board is present at
this meeting (eight members of the Board), Board members who are not serving on the
Task Force must attend as observers only.

Present:

Renata Sos, Chair
Sally Flowers
‘Gail Hillebrand
Thomas lino
Harold Schultz
lan 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
Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer

Liza Walker, RCC Analyst

Other Participants

Bruce Allen, California Society of Certified Public Accountants
Tom Chenowith

Julie D'Angelo Fellmeth, Center for Public interest Law




il

L sy
; (\Z}iébael Duffey, Ernst and Young LLP ~ PEey T
Katie Gould, Society of California Accountants P,
Harish Khanna, Administrative Committee Chair

Richard Robinson, Richatd ‘Robinson and -Associates .

Norma Nick Taylor California Society of Accounting’and TaxProfessionals

Jeannie Tindel, California Soci egy of. Certifled Pubilc Acoountants

Sarah Weber, Center for Publi¢ nteresf Law

Board Members Observing
Ronald Blanc ¢

Richard Charney

Ruben Davila

Donald Driftmier

Clifton Johnson

Olga Martinez

|. Minutes of the October 5, 2004 Meetmg

Ms. Granick md:cafed that'the inutes of the October-&, 2004, =mbetmg=:.needed to: be i
correctéd s say “Mifilites 6Fthe Septamber 92004 Mestin” and hot Minutes of the
July 15, 2004, Meeting.” It'was moved by Mr. lino, secondediby:Ms:-Flowers, and
unanimously carried to approve the minutes of the October 5, 2004, ‘meeting with .
the correction suggested by Ms. Granick.

Il. Consideration of Method for Verification of Attest Experience ThroughaFR:azn.dQ:m A»udjt.r o
Ms. Sos called the Task Force's attention to the November 8, 2004, memo fr@ms s
Franz (Attachment 1). Ms. Sos indicated that, at the last meeting, the Task Force had
discussed the process of auditing notification forms and concluded that a randomly © -
selected 25 percent sample would be audited. For the audit, five pieces of info.ﬁma!eiom =
would be requested from the board of accountancy in the licensee’s home state: the
licensee's address or record, certification of license status, certification.that the home -
state’s continuing education requirements for renewal.had been:met.dnformation .
indicating whether there had been any discipline against the-license, and.information
indicating whether the licensee is authorlzed to sugn lattest rep@rts in. h s.or hershome
state. Bl T e T T URRIRLe L e -

Ms. Sos added that the Task Force had discussed whether practice:privilege; holders
who indicate they want to sign attest reports should, as'part:of theauditprocess; . ..
provide additional information related to their qualifications; for.example. mformatlon .
regarding whether they had completed the requisite 500 hours of:attest experience.

She noted that the Task Force had asked Ms. Franz to draft a document that could

serve as additional verification, taking into consideration that the form used for licensure
applicants may not be suitable f6r people who have been:practicing public acoountmg

for 20 years.




Ms. Franz indicated that the form was designed to be very simple and to incorporate in
items 1-5 the elements that are required by Board Regulation Section 12.5. She added
that the box at the bottom related to the licensee’s most recent 500 hours of experience
was optional and was for information gathering purposes only. During the discussion,
participants questioned the necessity for and benefit of the box at the bottom. Also
during the discussion, Ms. D’Angelo Felimeth suggested that the word “attest” be added
before the word “experience” in the certification. it was then moved by Ms. Flowers,
seconded by Ms. Sos, and unanimously carried to approve the form with the
deletion of the box at the bottom and the insertion of the word “attest” as
suggested by Ms. D’Angelo Felimeth.

lll. Consideration of Draft Regulations.

Ms. Sos indicated that the Task Force had made all of the policy decisions necessary to
create the framework for practice privileges and had implementing regulations before it
for consideration (see Attachment 2). The intent of the regulations was to make the
requirements simple and obvious and to not erect any unnecessary hurdies. She noted
that the time line was to discuss the draft regulations at this meeting, review the
revisions to the regulations and provide them for Board approval in January, and hold a
public hearing at the May 2005 Board meeting. Ms. Sos then suggested that the Task
Force discuss the draft regulations sequentially.

Section 24. License or Practice Priviege Needed.

Ms. Sos noted that Section 24 was intended to clarify that if an individual wants to
practice in California, there are only two options: obtain a practice privilege or obtain a
California license. Ms. Sos indicated that, after reviewing Section 5050, she questioned
whether Section 24 was necessary.

Ms. Granick indicated that Section 24 was drafted fo address guestions from licensees
regarding when a practice privilege is needed. For example, if the licensee only does
one California tax return, is a practice privilege needed? Mr. Granen indicated that
there is a national debate occurring regarding whether a licensee should be required to
obtain a practice privilege to continue preparing a client's tax returns after that client
moves to another state. Ms. Sos indicated these questions are important, but could be
addressed by developing “Frequently Asked Questions” rather than by adopting
regulations. Ms. Hillebrand indicated she would like the Task Force to develop these
guestions and answers concurrently with working on the regulations.

Ms. Hililebrand also indicated she believed Section 24 restates the statute, and she
would prefer not to take this approach. Mr. Schultz concurred with Ms. Hillebrand and
indicated he believed the statute was clearer. It was then moved by Ms. Sos,
seconded by Mr. Schultz, and unanimously carried to strike Section 24 and to
direct staff to concurrently begin developing questions and answers related to
practice privileges.



Section 25. Qualification for and Term of the Practice Privilege. : 2
Ms. Sos indicated that subsection (a) provided three bases for substantial equivalency .+
and paragraph (a)(2) set forth the -Board's policy déecision to accept CredentialNet g
evaluations. Subsection (b) provided¥or sunset and safe harbor. Paragraph (d) was N
included to make cléar to an individual who enters under .a:CredentialNet.determination |
which state is his or her home state for prurposes of scomplylng wrth other prac’uce
privilege requ1rements P e 2 ‘

&

P

Ms. Sos suggested the fo||owrng re\i13|ons to subsectlon (a) repl'a'cethze word.
“gualifications” with “requirements”; add a semicolon atthé-end er paragraph-(1); and
add a semicolon followed by the word “or” at the end of paragraph (2). Ms. Hillebrand
suggested beginning subsection (a) with the words “In addition to the other
requirements set forth in Business and Professions Code Section 5096 and as noted in
Section 27" to clarify'that the requirements in paragraphs 1, 2, and 3 are not the only
requirements for &a:practice privilege. It was then moved by Ms. Hillebrand,.
seconded by Ms. Sos, and unanimously carried to approve Subsection (a) with
the changes |nd|cated by Ms. Sos and Ms H|llebrand

,‘,{y

Ms. fD’Angelo Fellmeth asked why the form is not referred to in the regulatlons and

form for the licensee to complete. Ms Gramck indicated that the Task Force had - >
discussed putting the form in the regulations and decided against it because of concern
that approval by the Office of Administrative Law (OAL) would be needed to modify the -
form. Mr. Miller commented that the Board celild make nonsubstantive changes.to... -
regulatlons qlite easily; After discussion, it.was moved. by:Ms: Sos to approve a ;4
new’'Séction 24 that wouild ‘indicate 'the regulations-implementBusiness and., -« >
Professions Code Section 5096 and that for purposes-of -Section -5096(c)(1) “the;z:,;-
manner prescrlbed by board regulatlon is a form the contents of which are

HiIIebrand and unanlmously carrled

The Task Force then con5|dered subsectlon (b) of Section 25 After dlscusswn |t was .
moved by Mr. Schultz, seconded by Ms. Sos and- unanlmousrly carried to approve -
subsectlon (b) W|th no changes : -

During the dlscussmn of subsectlon (c - itwas suggested thatit-could.beiconfusing to

say the practice privilege caningtibe renewed withotit providing:any additional .- = .
explanation. Mr. Schultz recommended adding a sentence to clarify that the Iicensee
could apply for a new-practice privilege aftér the current one expires. |twasalso. ./ - .,
suggested that for clanty ‘the language at'the end .of the first:sentence in: subsectlon ( )
should read “the date 'of the-practice privilege notification te the-Board.... 1t was then, .,
moved by Ms: Sos, seconded by Ms. Hillebrand, arnd una'nlmously carrled to
approve subsection {c)with these changes. . - . < ;




After considering subsection (d), it was moved by Ms. Sos, seconded by Ms.
Hillebrand, and unanimously carried to approve subsection (d) with no
modifications.

With regard to subsection (e), Ms. Granick reported that it was intended to prevent a
person from getting a practice privilege in order to avoid discipline or avoid paying the
license renewal delinquency fee. Mr. Granen indicated that there may be situations in
which a California licensee moves to another state and does not want to renew the
California license. This person should be eligible for a practice privilege. Mr. Duffey
concurred and noted that subsection (e) would penalize people from other states who,
in the past, complied with the law and obtained a California license to practice here. He
suggested that when these people live in other states, they should not be penalized for
letting the California license lapse and seeking to practice in California under a practice
privilege. Ms. Crocker indicated that staff were concerned because then the person
would have both a practice privilege and a California license that could be renewed.
During the discussion, it was noted that the form required the licensee to report on the
states where he or she is authorized to practice. However, if the California license was
currently delinquent or inactive, the licensee would not be required to report it. Ms.
Flowers suggested that the form could inquire if the individual ever held a California
license and the dates it was held. Other Task Force members expressed support for
Ms. Flowers’ suggestion. It was moved by Ms. Flowers, seconded by Mr. lino, and
unanimously carried to strike subsection (e).

Section 26. Notification Requirements — General.

Ms. Sos indicated Section 26 was the first section setting forth the essential elements in
the form. It was moved by Ms. Hillebrand, seconded by Mr. lino, and unanimously
carried to approve Section 26.

Section 27. Notification Requirements — Statements.

Mr. Miller noted that Section 27 requires a certification under penalty of perjury. He
expressed concern regarding subsection (d) which read “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.” He indicated that an understanding is not
appropriate for a certification under penalty of perjury. Ms. Sos noted that the 500 hour
requirement appears in two places on the form. In one place the individual indicates he
or she has this understanding. In a separate item on the form, the individual indicates
he or she would like to be able to sign attest reporis and has 500 hours of attest
experience. Ms. Sos suggested that only the second one is needed.

Ms. Flowers expressed concern regarding the grammar in subsections (e) and (f),
indicating that the use of the words “is submitting,” “shall identify,” and “explain” seemed
grammatically awkward. Ms. Granick suggested substituting the words “submits,”
“identifies,” and “explains” in subsections (e) and (f). Ms. Flowers indicated that this
appeared to address her concern. It was then moved by Ms. Sos, seconded by Ms.
Flowers, and unanimously carried to approve Section 27 with these wording
changes and with the deletion of subsection (d).



Section 28. Notification Redmrement Aqreements and Consen’cs e §
Ms. Sos suggested that the words “abide by" in subsection (a) should be replaced by
“comply with.” Mr. Miller indicated that he believed a certification under penalty of
perjury is only appropnate in matters of fact. He suggested deleting the language Y
providing fora certification of under penalty of perjury and-ending:the.introductory 1
paragraph of Section 28 after “consents.” *Hé dlso noted that, since*subsection (e) il
related to contlnuing education was factual in natiire; fa-certification-of underpenalty:of
perjury was appfopriate. He suggestéd subsection (€) be moved to Section 27. After o
discussion, it was moved by Ms: Sos, seconded by Ms. Flowers, and - 5
unanimously carried to approve Séction 28 with the following changes: strlke the 7
phrase “made under penalty of perjury under the laws of the state of California”

in the opening paragraph strike “ab;de by” and insert “comply W|th” and move
subsection (e) to Séction 27:' ‘

During the discussion, participants noted the importance of making sure that the )

individual held a valid license in his or her home state. Mr. Miller suggested one way lto-m

strengthen this requirement would be to insert the word “current” before “valid license?.

in these regulations. It was then moved by Ms. Hillebrand, seconded by Ms. Sos;..

and unammously carried to insert “current” before “valid Incense” wherever these

words appear-in the regulations. : ' S '
AT " ’ MRS S Fa IREEEE DR TS

Section 28. Notification Requirement — Addttlonal Im‘ormatlon

Task Force members indicated that the language related to peer review in ‘Section 29 W e

needed revnsmg Mr Schultz *noted fhat locataon of the oﬂ’;oe was ;unrelated*to peer

state of the firm’s pnnmpal piace of busmess and msertmg "the words thhm "the pasiat«;wem
three years” because peer review normally occurs on a three-year cycle. Itwas then
moved by Ms. Sos, seconded by Mr. Schisltz, and unanimously carried to

apprové Section 29 with a revisionto paragraph<(3) of sutbsection {b) to state .

“The |nd|V|dua| 's firm'has undergone peer review wnthln the past three -years.”

Section 30. Safe Harbor — Period: ¢f the Notice. )

Ms. Granick explained ‘that this séctiori establishes the safe harbor perlod and provides
for a fme Mr. Granen suggested that:the words “in addition to any other.applicable-.
sancfion” be ‘added to'the begihning of ubisection(b) to clarify that other-sanctions may
also apply “Those sanctions do hiot higed t6:e inthe regulations because they .are - - -
included in the statutory provisions establishing practice privileges.:. & -

After discussion, it was moved by Ms. Hillebrand, seconded by Ms. Sos, and
unanimously carried to approve Sectlon 30 wnth the addltlon of the: Ianguage
suggested by Nr. Granen T Lo : ST ey Lok

Section 31. Payment-of the Fee , =
It was moved by Ms. Hillebrand, seconded by Ms. Flowers and unammously
carried to approve Section 31 as drafted ' : -




Section 32. Board Approval Required Prior to Commencement of the Practice Privilege.
Ms. Hillebrand recommended that the language in paragraph (4) of subsection (a) be
revised to match the statutory language related to civil judgments and arbitration
awards. Mr. Granen also suggested the addition of a paragraph (7) to address the
situation in which the individual has been notified by the Board that prior approval is
required before.practice under a new practice privilege may commence. Mr. Granen
also suggested adding “to the satisfaction of the Board” after the word “respond” in
paragraph 6 to clarify that a satisfactory response toc the Board’s inquiry must be
provided.

Mr. Miller indicated that Section 32 is unclear regarding whether the individual must stop
practicing immediately if a disqualifying condition occurs during the term of the practice
privilege. He noted that this lack of clarity combined with the 30 day reporting period in
Section 33 suggest that the individual may continue practicing for 30 days after the
disqualifying condition occurs. Mr. Granen indicated he believed the individual should
cease practicing immediately after the disqualifying condition occurs, but has 30 days to
report the occurrence to the Board. After discussion it was moved by Ms. Sos,
seconded by Ms. Flowers, and unanimously carried to add an affirmative
statement that if a disqualifying condition occurs during the term of the practice
privilege, the individual must cease practicing immediately.

It was then moved by Ms. Hillebrand, seconded by Ms. Sos, and unanimously
carried to approve Section 32 with the change embodied in Ms. Sos’ motion and
the foliowing additional changes: revise subsection (a) paragraph (4) to track the
statutory language related to civil judgments and arbitration awards; revise
paragraph (6) to state the individual has failed to respond “to the satisfaction of
the Board”; and add a new paragraph (7) to state that the individual has received
a notice from the Board that prior approval will be required before a new practice
privilege can commence.

Section 33. Changes to Information on the Notification.

During the discussion of Section 33, Mr. Granen suggested striking the words “of
learning.” Ms. Sos indicated she had added those words because there could be a time
delay between the occurrence of the reportable event and the individual gaining
knowledge of its occurrence. Mr. Granen indicated that an appeal process exists to
address those situations. It was moved by Ms. Sos, seconded by Ms. Hillebrand,
and unanimously carried to approve Section 33 with the revision suggested by
Mr. Granen.

Section 34. Response to Board Inguiry.

Ms. Sos recommended adding a semicolon at the end of subsection (a) and a
semicolon and the word “or” at the end of subsection (b). it was moved by Ms,
Hillebrand, seconded by Ms. Sos, and unanimously carried to approve Section 34
with the revisions suggested by Ms. Sos.




Section 35. Continuing Education Reguirement.
It was moved.by Ms. Hillebrand, seconded’ by Ms. Sos and unanimously carried
to approve Section 35 as drafted

Lk
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" Section 70. Fees

During the discussion of the amendments to Section 70 Mr. Granen s*uggested deletmg V

the word “annually” as it lmpiles the pract|oe privilege can be rénewed. It was'moved * -

by Mr. Thomas, seconded by r. Ilno and unanimously carried to stfike the word

“annually.” 1t was moved by Mr. Schultz, seconded by Mr. lino, and unanimously’

carried to approve the proposed amendments to Section 70 with deletion of the
word “annually.”

IV. Consideration of Revised Notification Form.

Ms. Sos noted that the notification form would need to be revised to reflect the changes
to the draft regulations approved by the Task Force. Also, the Task Force needed to
give further consideration to placing the notification form in the regu(at ions. She then
asked if participants had any other comments or other modlflcatlons to the draft form A
(Attachment 3) they would llke to propose o

-

oo

During the discussion, Ms. Hillebrand suggested revising the certification to md(cate that
any misrepresentation or omission disqualifies the mdrvrdual from holdmg a prac’uce T
privilege as well as being cause for termination. She a!so indicated that on page 2 of

the form the tanguageaccompanyl_ng the second box in l'tem 10 shoild begm wnth the

sectlon on “stquahfylng Conditions.” She also recommended the followxng minor *
language changes: Item 3 (page 1) under Qualifying Conditions should begin with the
words “| qualify” rather than “| am qualn‘ylng the language followirig the second box forf
ltem 10 (page 2) shouid state “within five business days after | began the practice of
public accountancy...” instéad of “within five business days of beginning the practice of
public accountancy ", and the’ Ianguage on the Iast llne of the form should say “one
year” instea‘d‘of one- year

H &;
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Mr. Schulfz suggested that there be a separate AlSst Servu‘ces section on the form
Mr. Miller indicated that the title of the form needed to include a reference to the ™
lmpiementlng regulations: “Title 16, Division 1, Article 4 of the California Code of

IR DA

Regulations.” He further |ndlcated that a prvacy statement was needed ) PR
It was then moved by Ms H|Ilebrand eeconded by Mr Schultz, and unammously
carried to approve the form with these changes and’ any other changes necessary
to make the form consistent with the revised regulations. it



The Task Force then discussed the option of placing the form in the regulations. Mr.
Duffey noted that the discussion of the regulations made it clear that the regulations
would be simpler and easier to understand if they included the form rather than the long
descriptions of requirements in the current draft. Mr. Granen agreed. Ms. Hillebrand
expressed support for placing the form in regulations, but indicated that retaining the
other provisions in the regulations may be useful for other states that may want to use
these regulations as a model.

Ms. Hiliebrand also suggested that staff check with OAL to determine, if the form is in
the regulations, what kind of changes could be made to the form without going through
the full rulemaking process. She also noted it would be important to determine if placing
the form in regulations would in any way restrict turning it into a workable, on-line,
interactive form. It was the consensus of the Task Force that, before the next meeting,
staff should seek guidance from OAL regarding placing the form in the regulations.

Mr. Schuliz suggested that before the next meeting it would also be useful to provide
the form to some CPAs who were unfamiliar with its contents to see if they have any
problems completing it. Other Task Force members expressed support for this idea.
Ms. Crocker suggested that the form could also be given to members of Board
committees for this purpose.

It was then moved by Ms. Flowers, seconded by Mr. Thomas, and unanimously
carried to approve the form with all of the changes identified during the
discussion.

A. Consideration of Language for Electronic Signature.

Ms. Sos noted that the modification to the certification on the form suggested earlier by
Ms. Hillebrand would also apply to the electronic signature (Attachment 4).

V. Consideration of Checklist for Processing Notifications That Contain Disqualifying
Conditions.

Mr. Newington presented his memo related to the processing of affirmative responses
to disqualifying conditions on the practice privilege notification form (Attachment 5).
During the discussion it was noted that the purpose of the guidelines in the memo is to
assist staff in the review and approval process when a disqualifying condition is
indicated on the form. It was moved by Ms. Hillebrand, seconded by Mr. Thomas,
and unanimously carried to approve the procedure outlined in Attachment 5.

During the discussion, Mr. lino inquired if it would make a difference if there were
multiple convictions for the same offense, for example multiple substance abuse
convictions. Mr. Newington indicated that that the offense must be substantially related
to the practice of public accountancy. He noted that there were incidents in the past
when licensees were guilty of serious offenses such as child molestation and no
discipline was possible because the offenses were not substantially related to the



practice of publlc accoi.mtancy Ms. D’ Angele Fellmeth reported that there.is a case - T
nvo|vmg the Medical Board in which it- Was'Suggested that repeated drunk driving
Monstrated a séfiotis Tack of«}ud@*ment onthe part ofithetlicensee. Mr.. ~« ./
Granen m‘ ed that the pe ceptlon is chianging and that a substance abuse problem is

now seen as anﬂnd'tcatlon ‘the raersen could be unrehab‘le in terms ef serving.any kind of .

client.” B B L - ' é

Tty

VL. Comments from Members of the Public..

4 - . .’ -
EEE N y

Members of the‘ guplrc proyrgiecj somments during the course of the:meeting. s

VIl. Agenda Items for Next Meeting.

Ms. Sos noted ‘that thé agenda ot the danuary 2005-meeting included final-approval of -
the form and the regulations, fines and penalties, and a procedure for administrative
suspensron She added tha‘t educatr@n and outreach had- been scheduled for January,

There bemg no firther ‘business -th& meetmg Wag’ adjoumed at 420 pimis i
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Staté of California Calrornia boara vl Auvuuuinaney

. Department of Consumer Affairs 2000 Evergreen Street, Suite 250
Attachment 1 Sacramento, CA 95815-3832
Memorandum
Practice Privilege TF Agenda ltem 1l Board Agenda ltem VillF 4.2
November 18, 2004 November 18, 2004
To Practice Privilege Task Force Members Date : November 8, 2004
Board Members
Telephone : (916) 561-1740
Facsimile : (916) 263-3676
E-mail . pfranz@cba.ca.gov
From Patli L. Franz \ﬁ/\ :
Licensing M E,
Subject:  Consideration of a Method for Verification of Attest Experience Through

Random Audit

At its October 5, 2004, meeting, the Practice Privilege Task Force members
requested that staff develop a form to be used during the audit process to verify
whether the 500-hour attest experience requirement had been met prior to
California practice privilege.

Therefore, attached for consideration by the Task Force is a modification of the
Certificate of Experience currently used for licensure in California. It is envisioned
this form will only be mailed to out-of-state licensees who identify themselves as
signers of attest reports on the notification form.

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

Attachment



STATE OF CALIFORNIA — STATE AND CONSUMER SERVILED Ausivu;

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250

| q‘m
Caltornia
Dupwrtrment of
G SACRAMENTO, CA 85815-3832
Affnirs

TELEPHONE: (818) 283-3680
FACSIMILE: (818) 263-3676
WEB ADDRESS: hitp://www.dca.ca.govicba

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) (Middie) {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 Pubilic 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 5085 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 etermnents of

. | and 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 statements?

1 hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requiremenf,
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

Review Compilation

Piease estimate your most recent
500-hours of attest experience.




. Department of Consumer Affairs

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

Memorandum

Practice Privilege TF Agenda ltem il Board Agenda itam VIILF 4.b
November 18, 2004 November 18, 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 -~ %fﬁ»—ww

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 fo practice public
accountancy in California.

Section 25. Qualifications for and Term of the Practice Privilege.

(a) To be eligible for a practice privilege an individual shall, at a minimum, meet one of
the following qualifications:
(1) Hold a valid license, certificate, or permit from a state determined by the
Board to have education, examination, and experience requirements for
licensure substantially equivalent to the requirements in Business and
Professions Code Section 5093.

(2) Possess education, examination, and experience gualifications that have
been determined by the Board to be substantially equivalent to the quailifications
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 disciose the CradentialNet 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 nofification pursuant fo
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 practice privilege that is or has been on
administrative suspension pursuant o Business and Professions Code Section 5086 .4,
expires one year from that date of noftification and cannot be'rehewed.

(d) For purposes of this Article and Business and F’rofessxons Code Section 5096, the
“license upon which the practice privilege is based” of “the 'licen e"upon Which-the * f1ot a8
substantial equivalency..is based” is the license under which the individual quallﬂes for a
practice privilege pursuant o paragraph (1) of subsectlon (a) or ‘the hcense in‘the state!

of the principal place of business for those who qualn‘y for a practlce pnvﬂege under S
paragraphs (2) or (3) of subseo’non (a ) § R

(e) The holder of a California license that is expired but subject to renewal is not el[grble
for a practice privilege.

Section 26. Notification Requ\iremeni‘sw- General. ned

To obtain a pract ce privilege an individiial shall notify the Board and, under penal’ty af -5
perjury, certify the truthfuiness of all information provided n the notiﬂcattcn The 7 ot AT
notification shall mclude the |nd|V|dual s name, prior names, ﬁrm name (f any), address

of principal place of busmess date of bn’th soo!al securlt*' num T, tslephone number

signature, either handwrlﬁen oran electromc equuvalent the staté'where the lndlwdual
holds the license. upon which the practice prmlege is based including the hcense 2

of the addxtpoinb, fiformatlon requrredy .oy Sect:on 29, " e R

Section 27.. Notificétion Rei;;u‘i rement - Statements.

The notlﬂcatlon reqwred ’co obtaln a practlce prlvnege shali lnctude the following

statements made by the individual under penalty of perjury-undéfthe laws of the State
of California:

s Ebben . B
e T s e e

(a) The individual has a principal place of biisiness that is ‘notin California, arid thé-
individual does not have an office jn California other than through a firm registered in
Cahfcmla orthe mdl\/ldual is.an, apphcant for hcensure un'd‘e'r BUSlneSS and’ Profess;ons
Code Sect;ons 5087’ and 50 'whose appllca |on |s pendmg ‘

1
. w2
- 0§ . . > - ~r

(b) The individual hlds a valid license to practice public aiccgign’tancy in another stats.

(c) The individual meets one of the minimum requirements to be eligible for a practice -
privilege described in subsection (a) of Section 25.



(d) The individual understands he or she may sign attest reports under the practice
privilege only if he or she has at least 500 hours of experience in attest services.

(e) The individual is submitting the notice at or before the time of beginning the practice
of public accountancy in California or within five business days of beginning the practice
of public accountancy in California. If the notice is submitted within the five business
days after practice begins, the individual shall identify the date on which the practice of
public accountancy began and explain the reason for the delayed notice.

() 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.



(f) The lndlwdua} agrees to notify the Board in writing within 30 days of any change in A
the information in the notice which occurs during the term of the practice privilege, * 1
including changes that occur whiie the practice privilege is administratively suspended.

Section 29. Notlflcatlon Requtrr,,n}ent Addltlonal Informatlon L
R f D

The notification required to obtain a practice privilege shall include the following .

information, the truthfulness of which the individual certifies under penalty of perjury

under the laws of the State of California:

(a) The occurrence of any of the events described in subsec‘non (a) of Sectxon 32, each
of which may disqualify the individual froma practtce privilege, and thiis reguires Board
approval prior to commencement of the practice privilege.
(b) The applicability, or not, of any of the following: L :
(1) The individual seeks authorization to sign reports on attest engagements, and ,if**
so, has completed 500 hours of attest experience.

(2) The individual is an “associated person of a reglstered pubhc accountmg fi rm as R
used Section 2 of the Sarbanes-Oxley Act of 2002. S SN
(3) The individual's firm has undergone peer revuew m the state of the ﬂrm s prmcxpal
place of business. , ., . 0 }

30. Safe Harbor«— F’enod of the Notlce.

(a) The notlﬁcahon descmbed in Sections 26, 27 28 and 2§ shall bé submrtted to the FIE
Board on or before the individual begins practuce in Califofnia-under a practice privilege **
However, during the period January1 2008, through December 31, 2007, an individual
shall not be deemed to be i viclation of this article or Articie 5.1 of the Atcountanty Act
(commencing with Business and Professions Code Section 5096) so!ely becalsehéor
she begms\ the practtc;e of pu hc ac Unting,in California pncr to giving notification,

I of the-date” practice beg'ms
the'five *d‘ay *pened providedifi:

g’e he first day of practice in =~
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California..
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(b) The Board may issue a fine of to for notifying the Board more' ~
than five business days after beginning practice in California.

\



31. Payment of the Fee.

The fee reguired 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 aiso 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 fo 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 iocal court or agency (inciuding 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 matier alleging actionable conduct in the
practice of public accountancy.
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(5) The individual held a practrce privilege in California that expired whlle under
administrative suspension or with an unpald fine. S

(6) The individual has failed to respond to a request for information from the Board -
regarding a maﬁer relafed fe Nt or prior practice prlv;(ege s s

WS

(b) The practice privilege is sub eg,t i administrative suspensmn it any of the‘conditions
listed.in.subsection (a) of this section occur during the term cf the pract ce prlvrtege

¢ e . Er ot e -

33. Changes to Information on the Notification.

(a) An rndrvrdual shall report in writing to the Board changes in the mformatnon reported
‘on the notification within 30 days of iearnmg of the change

(b) An individual is subjectto a fine of __ fo " for failure to comiply with the "
requirements of this section.

34. Response to Board lnquiry,.;

Failure to comply with the obhga’c:on to. respon { to Board mqurry pureuan‘t to Sectron !
5096(e)(5) could result in one or more of the foﬂlowrng AR S

(a) Issuance of afine of .. _Ate .
(b) An admini sffative suspension of a clrrent prac‘uce prlvﬂege pursuant{o‘Business

and Professao s_éCode Section 5096.4.
(c) The requlrem‘ to- n the approval of the Boa )
under a future practice pr vilgge: "

35. Con.ﬁ.nuing Educaticn‘Requirement, ‘

upori whmfﬁ thé 'pr‘af ’ce privilege is- pissed

e T e

g




£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, including applicant for
registration under a new name as a parinership or as a corporation, shall be $150.

(dy 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 duphcate 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. 2008, the fee to be charged an individual for a practice
privilege pursuant to Business and Professions Code Section 5096 shall be $1 00

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 Attachment 3
2000 EVERGREEN STREET, SUITE250
SACRAMENTO; CA 95815-8832
TELEPHONE: (D16) 263-3680
FAGSIMILE: (918) 263-3675
WEB ADDRESS: hifp/iwww.dca.ca:govicha

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

State: License Number: Date [ssued:

4, [Ja. The state of licensure identified in itemn 3 is deemed substantially equivalent by the
California Board of Accountancy (see Appendix 1 for list of substantially equivaient
states); OR -

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

[Je. 1 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 |east 500 hours of experience in attest services.

B. | 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 (accessibie at
htip.//www.dca.ca.gov/cba/regs.htrm).



' |Iowmg

il ngand in the sole discretion *@f the

CBA orits representatlves ihe pnvxiege to practice public accounting; k. :

b. To impose discipline for any violation of the California Accountancy Act or regula ions” &t
thereunder and recover costs for i investigation and prosecutlon and

c. To provide information relati ing to a practice privilége andior refer any additional and
tancy-of any other, state and/or the SEC,
. ot ehl b LA v__‘»';' N

further. disciplineto the:board of accoun
PCAOBoro ergrelevan‘f reg late 2!

:’
v

gs by the CBA rela’ung“ o: my

8. | agree to respond”fu ly and comp‘iete”“' alling
California practice privilege, including after the expwatxon of this privilege.
grmeeeglt o
9. I consent to the authority of the CBA to venfy the accuracy and truthfuiness of the . skl
information provided in this notification. | consent to the release of all information _
relevant to the CBA’s inquiries now or in the future by: ey i

a. Contacting other states;

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

c. Contacting NASBA. ‘ e e edaT

10. | am submitting this notice to the CBA:

at or before the time | begin-the praétice of public‘adeotntancy in California; OR

[]

within five business days of beginning the practice of public accourit@rcy it-California.on .- =
_/ /. My reason(s) for not providing notice on or before that date:

L]

LR 2N T B #;
11. | ha\fe met the oontlnumg eduoatuon requi iremefits drd- any exam- requurements for the
state of licensure identified in item 3 above.

w

i S s . -

12. in the event that any of the information in this notice charges; { ‘will*providEsth'e':.@BA~ v
written notice of any such change within 30 days of its occurrence. .

13. I am concurrenﬂy submm ing.the fee of $100.00.

e

e

DISQUALIFYING CONDI'I IONS

! "f:fprma uniess ‘and
until you recelve nottce from the CBA that the pnwlege has been gram‘ e

" w(«r? R
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] 1. | have been convicted of a crime. other than.z

0 2 | havehad a hcense regtstratlon permtt or. authonty Q,‘pract c;e a‘ professton
med or sanr?t;oned except

for the followmg occurrenoes

(A) an action by a state fede al, or | cal agency “or court of the PCAOB:inwhich the-only
sanction was af;r;e of Iess $--  ‘ora eqwrement ’tha't the: mdmdual complete
specified continuing edlicdfion-Golirsegls s v i i 1

(B) the revocation of a license or other authority to prac’uce pub!sc accountancy, other
than the license upon which the practice privilege is based, solely because of failure
to complete continuing education or failure to renew.

2
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| am currently the subject of an investigation, inguiry or proceeding by or before a state,
federal, or local court or agency (including the PCAOB) involving my professional
conduct.

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

L] 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 <:afr
experience in attest services. [ Yes J No

| am an associated person of a firm registered with the PCAOB. ] Yes 7 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. U] 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. | certify under penaity 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.



ARNOLD SCHWARZENEGGER, Governor

TE.OF CALIFORNIA - STATE AND CONSUMER SERVICES AGENCY

‘  Stageof
c, . Department of

~  er
s

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, GA 858 15-3832
TELEPHONE: {918) 263-3680
FACSIMILE: {&18) 263-3675
WEB ADDRESS: http:/lwww.dca.ca.goviche

ATTACHMENT X

1. If you checked any of items 1 - 8 under disqualifying conditions, please provide expianatory details:

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

Date of Judgment/
Arbitration Award:

Jurisdiction/Court:

Docket No:




Attachment 4

| 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




State of California California B d of A
‘ Attachment 5 alifornia Board of Accountancy
Department of Consumer Affairs : 2000 Evergreen Street, Suite 250

Sacramento, CA 85815-3832
Memorandum

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

Board Members
Telephone : (816) 561-1731
Facsimile : (818) 263-3673

E-mail . gnewington@cba.ca.gov

Lt

, 2L / N
From Gregory . Mgwingto

Chief, Enforcement Division

Subject:  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.
* Any misdemeanor, including those which are *substantially related”, which are more

than 15-years old.
« Any expunged misdemeanor more than five-years old.
+ Any expunged conviction over 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.

« Matiers involving investigations or proceedings related to professional conduct.

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

GPN
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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 doliars ($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 (Z) from being disgualifying
conditions under this subdivision.



State of California
Department of Consumer Affairs

Memorandum

To

From

Subject :

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

Practice Privilege TF Agenda ltem 11.A.1 and 2. Board Agenda ltem VIIL.F.3.a.i. and ii.

January 20, 2005 January 21, 2005

Practice Privilege Task Force Members Date : January 13, 2005

Board Members

- € u/-”% Z’C
Greg Newington, r@;:ﬂef

Enforcerrent Division

Telephone : (916) 561-1731
Facsimile : (918) 263-3763
E-mail : gnewington @cba.ca.gov

CONSIDERATION OF PROPOSED FINE AMOUNTS
PAYMENT NOT RECEIVED OR RETURNED FOR INSUFFICIENT FUNDS

Background

Effective January 1, 2008, an individual whose principal place
of business is not in California and who has a valid and
current license to practice public accountancy from another
state may, under certain conditions, practice public
accountancy in California under a practice privilege (California
Business and Professions Code Section 50986, et seq).

Proposed regulations to implement these statutes will provide
for a fee of $100 for a practice privilege. Proposed regulations
will also allow the Board to fine an individual for failure to pay
the fee within 30 days, including attempting to pay with a
check that is subsequently dishonored. The fine does not
preclude other sanctions.

lssues

Staff have been asked to make recommendations related to
the following issues.

» What would be the appropriate fine amount for failure to
pay the practice privilege fee as required?

» What would be the appropriate fine amount for any
subsequent occurrence of failure to pay the practice
privilege fee as required?

Recommendation

It is recommended that an individual be subject to a fine of

$100 to $500 for the first failure to pay the practice privilege
fee within the required 30 days, including attempting to pay
with a check that is subseqguently dishonored.



Practice Privilege Task Force Members
January 13, 2005
Page 2

It is further recommended that an individual be subjectto a
fine ‘of '$250 to $1,000 for any subsequent occurrence of
failure te*pay the practice privilege fee within the required 30
days, including attempting to pay with a check that is
subsequently dishonored. \
These recommended amounts are believed to be high enough
to be an incentive for timely payment. Inaddition, the fine:
ranges allow for the actual fine amount to be adjusted within
the estabhshed range, depending on any aggravat ng or
FETERS mttlgatlng fact rs, including but hot limited 10
‘ "7 7 4d) How late after 30 days the paymefitwas’ recexved and
b) If the payment was made voluntarily.
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. State of California

Department of Consumer Affairs

Memorandum

To

From

Subject:

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

Practice Privilege TF Agenda ltem 11.B. Board Agends ltem VII.F.3.b.
January 20, 2005 January 21, 2005
Practice Privilege Task Force Members Date . January 10, 2005

Board Members

Telephone : (916) 561-1731
Facsimile : (918) 263-3763
E-mail : gnewington@cba.ca.gov

Greggry P_Newington, CHief

Enforcement Division

CONSIDERATION OF PROPOSED FINE AMOUNTS
LATE NOTIFICATION SUBMISSION

Background

Proposed regulations to implement newly enacted California
Business and Professions Code Section 5096, et seq, require
that an individual submit the practice privilege notification at or
before the time of beginning practice in California or, urtil
December 31, 2007, within five business days of beginning
practice. Proposed regulations will allow the Board to issue a
fine to an individual who notifies the Board more than five
business days after beginning practice.

issue

Staff have been asked to make a recommendation regarding
the following issue.

+ What would be the appropriate fine amount for notifying
the Board more than five business days after beginning
practice?

Comments

Practicing public accountancy in California under a practice
privilege is a “privilege.” An individual who does not timely
submit the practice privilege notification would be in violation
of Section 5050, Practice without Permit, and Section 5096.1,
as well as the proposed regulations.

Currently the Board can assess fines ranging from $150 to
$2000 for unlicensed practice under Board Regulation

Section 95.2. Proposed revisions scheduled for 2005 will
increase the amount of the fines in Section 95.2, now that the
statutory level has been increase from $2,500 to $5,000. The
range for fines for unlicensed practice is expected to be raised
to near or at the maximum.



Practice Privilege Task Force Members

January 10, 2005

Page 2

Recommendation The amount of the fine should be high enough to -e:m‘cc;uﬁége

GPN:mls

k

an individual to file the practice privilege notification timely, as
well as demonstrate that practicing under a practice privilege

is a “privilege” and that the Board does not regard unlicensed
practice lightly. Therefore, it is recommended that ﬂnes range
from $250 to $5,000 for late notification. -

The existence of aggravating and/or mitigating factors would
be used to determine the actual fine amount within this range.

O
~



State of California
Department of Consumer Affairs

Memorandum

To

From

Subject :

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

Practice Privilege TF Agenda ltern 11.C. Board Agende ltem VIILF.3.c.
January 20, 2005 January 21, 2005
Practice Privilege Task Force Members Date : January 13, 2005

Board Members

\
% > /\ r L —
Gregyy P« Mewingtgn, Chi

Enforcemé&nt Division

Telephone : (916) 561-1731
Facsimile : (916) 263-3763
E-mail : gnewington @cba.ca.gov

CONSIDERATION OF PROPOSED FINE AMOUNTS -
FAILURE TO REPORT CHANGES TO THE INFORMATION
IN THE NOTIFICATION TIMELY

Background

As part of the process to obtain a practice priviege under the
new practice privilege legislation, an individual must complete
a notification form provided by the Board.

The notification requires information such as the individual's
name, prior names, firm name (if any), address of principal
place of business, date of birth, social security number,
telephone number, fax or email address, and the state where
the individual holds the license upon which the practice
privilege is based including license number and issue date.
The individual must also certify that his or her principal place
of business is not in California and if the individual has a
pending application for licensure in California.

Proposed regulations to implement the practice privilege
statutes require that an individual report in writing to the Board
changes in the information reported in the notification form
within 30 days of the change. Proposed regulations would
allow the Board to fine an individual for failure to report the
changes as required.

Issue

Staff have been asked to provide a recommendation related to
the following issue.

» What would be the appropriate fine amount for failure to
report in writing changes in the information reported on the
notification within 30 days of the change?
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- Bractice Privilege Task Force Members

nuary 13, 2005
Page 2
L f . o]
Comments The notification requires information relative to the individual’s
o '“: o eligibility to practice in California under a practice privilege.
L Any changes in the information may potentially disqualify the
oo individual from holding the practice privilege.

The information in the notification also provides a means for
the Board to contact practice privilege.holders. Dated or
inaccurate information hinders the Board's ability to regulate
these individuals and protect California consumers from
indiv duals who are not quahﬁed to practlce
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Recommendation "~Thé recommended fine’ range for faxluret eport iR writi Q’
the Board changes in the information repcrted ‘onthg % I
notification within 30 days of the change is $250 to $5,000.

" The actual amount of the fine 1mpesed can be adjusted ..
dependmg on factors mc!udmg but-not limited to:
a)" How lat& after the 30 day gracé period was notice
submitted;
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State of California
Department of Consumer Affairs

Memorandum

To

From

Subject :

California Board of Accountancy
2000 Evergreen Street, Suite 250
Sacramento, CA ©5815-3832

Practice Privilege TF Agenda ltem I1.D. Board Agenda item VIIL.LF.3.d.
January 20, 2005 January 21, 2005
Practice Privilege Task Force Members Date : January 13, 2005
Board Members
Telephone : (818) 561-1731
— Facsimile : (916) 263-3763
E-mail : gnewington @cba.ca.gov

A
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Grego ewington, Chi

Enforcemént Division

CONSIDERATION OF PROPOSED FINE AMOUNTS -
FAILURE TO RESPOND TO BOARD INQUIRY

Background

Section 5096(e)(5) of the new practice privilege legislation
(California Business and Professions Code Section 5096, et
seq), effective January 1, 20086, requires practice privilege
holders to cooperate with any Board investigation, inquiry,
request, notice, demand or subpoena for information or
documents and to timely provide to the Board the identified
information and documents.

Proposed regulations to implement the practice privilege
statutes authorize the Board to issue a fine for failure to
comply with the obligation to timely respond to the Board’s
inquiry or investigation. The fine does not preclude other
sanctions.

Issue

Staff have been asked to provide a recommendation related to
the following issue.

 What would be the appropriate fine amount for failure to
timely respond to a Board inquiry pursuant to Section
5096(e)(5)?

Recommendation

The recommended fine range for failure to comply with the
obligation to timely respond to Board inquiry pursuant to
Section 5096(e)(5) is $250 to $5,000.

This fine range along with the possibility of administrative
suspension of the practice privilege will provide incentive to
practice privilege holders to comply with Section 5096(e)(5).



* Practice:Privilege Task Force Members
Jatary 13,2005
Page 2

1 Y I DA . AT
... .. [actors thatwould determ ne the actual fine: am@unt to be -
... imposedwithin the fine range include, but are not limited to:
' a) Number of times person failed to comply;

b) Lerigth of time the person failed to comply;
c) Significance of information withheld; and
d) Formality of request (request versus subpoena)
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State of California
Department of Consumer Affairs

Memorandum

To

From

Subject :

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

Practice Privilege TF Agenda ltem [il. Board Agenda ltem VIILF 4.
January 20, 2005 January 21, 2005
Practice Privilege Task Force Members Date : January 4, 2005

Board Members

Telephone : (916) 561-1731
Facsimile : (916) 263-3763
E-mail . ghewington@cba.ca.gov

/%w A
Gre .

Newington/ Chief

Enforcement Divisio

PROPOSAL SPECIFYING A FINE AMOUNT
FOR THE DISQUALIFYING CONDITION EXEMPTION

Background

Issue

Under the new practice privilege legislation to become
effective January 1, 20086, the practice privilege will generally
commence upon the individual’'s notification to the Board.
However, certain disqualifying conditions, as provided under
California Business and Professions Code Section 5096(g)
require Board approval before the individual may begin
practice.

included as a disqualifying condition under Section 5096(g) is

the following.
“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.”

Section 5096(g) also permits the Board to adopt regulations
exempting specified minor occurrences of those conditions.

Proposed regulations related to disqualifying conditions will
exempt individuals from reporting actions by a state Board of .
Accountancy in which the only sanction was a fine under a
specified amount. Staff have been asked to make a
recommendation regarding what that specified amount should
be.



Practice Privilege Task Force Members

January 4, 2005
Page2

Comments

Recommendation

GPN:mls

Board staff contacted the Boards of Accountancy in the states
of Florida, New York, Oregon, Texas, and Virginia. Of these
states, only Oregon responded that they issue any type of
administrative fine for minor violations.

The type of violations for which Oregon issues fines to its:
licensees and the fine amounts are listed below.

¢ Failure to notify of change of address - $100 fine

» Failure to respond to a Board inquiry - $100 fine

o Failure to complete Contmumg Professnonal Educatio
tlmely $250 fine

e Failure to register an accounting firm with the Board - $500

= dine

~Staﬁ's research indicates that few states issue administrative

fines. The most common response to our inquiries was that
the matter would have to go through the disciplinary process

,before the Board took action. The representative from Virginia

dud indicate that in the” past the Board discussed issuing fines
to its licensees; however, the Board has not acted on this
issue. , .

Based on the information p‘rov’d;ed by the Oregon State Board
of Accountancy, it is. recommended that $500 be the fine

amount specified in the regulatlon

J\Practice Privilege\For Gail's ReviswAADM GITATION AMT EXEMPTION BD MEMO.doc
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. State of California

~ Cali ia
Department of Consumer Affairs alifornia Board of Accountancy

2000 Evergreen Street, Suite 250
Sacramento, CA 85815-3832
Memorandum

Practice Privilege TF Agenda ltem IV Board Agenda item VIIILF.5
January 20, 2005 January 21, 2005

To . Practice Privilege Task Force Members
Board Members Date : January 4, 2005

Telephone :  (816) 561-1788
Facsimile : (916) 263-3674
E-mail : awong@cba.ca.gov
From : Aronna Won
Legislation/Regulations Coordinator

Subject:  Proposed Regulations Implementing Practice Privileges

This memo provides for Task Force and Board consideration and action proposed
regulations implementing Practice Privileges Board President, Renata Sos, requested
that this memo also provide a brief overview of the process and policy judgments that
underlie the draft regulations.

As you recall, the Practice Privilege concept was developed last year when the Board,
through its UAA Task Force, considered a weakness in California law that had permitted
out-of-state CPAs to temporarily practice here under vague standards and without notice
to the Board. After exiensive deliberations, with significant input from the profession, the
Center for Public Interest Law, and other interested parties, a process was developed to
permit, qualified out-of-state CPAs to temporarily practice in California only after
obtaining a “Practice Privilege” that is under the full regulatory umbrella of the Board. It
is anticipated that this process, which was enacted into law by SB 1543 (Figueroa,
Chapter 921, Statutes of 2004) will not only provide for consumer protection, but also will
facilitate the responsible and expeditious cross-border movement of qualified CPAs from
other states.

In July 2004, while SB 1543 was still moving through the legislative process, the Task
Force — renamed the Practice Privilege Task Force ~ began developing the proposed
implementing regulations which are before you. These proposed regulations are
scheduled for consideration by the Task Force at its meeting on January 20, 2005, and
Board action on the Task Force's recommendations is scheduled for the Board meeting
the next day.

From the beginning, the deiiberations were guided by the principles of increasing
consumer protection and maximizing compliance, but minimizing the administrative
burden on licensees and board staff, to the extent possible without compromising the first
two principles. A focal point of the discussion has been the Practice Privilege Notification
Form that qualified out-of state CPAs can submit to the Board to obtain a Practice
Privilege. When the practice privilege statutes become operative on January 1, 2008, it
is anticipated that the Notification Form will be available both as a hard copy paper
document that can be completed by hand and mailed or faxed to the Board office and
also as a electronic form that can be completed and submitted on-line. It is intended that
this form be self-explanatory and easy to use, but that it also be comprehensive to
ensure compliance with the statutes.



Practice Privilege Task Force Members
- Board Members
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The attached regulations provide for the Notification Form and for other aspects of

program administration. As a result of discussions by the Task Force in November 2004,
‘two versions of the proposed regulations are attached to'this memo: one version that =
describes in the text of thé regulations the essential elements in the Notification Form
(Attachment 1) and a second version that incorporates the Notification Form itself

‘Attachment 2). Both versions reflect the same policy decisions. The approach used in
Attachment 1 was selected by the Task Force in July 2004. However, plans have been

-~ :made to revisit this decision at the January 20, 2005, meeting, and it is anticipated that

the Task Force will make a determination regarding which version to recommend to the

Board. Itis also anticipated that the Task Force will develop recommendations specific

to the fine amounts that are left blank in both Attachments 1 and 2.

In addition to providing for the Notlflcatlon Form, these regulatlons also reflect the pollcy
decisions outlined below which, with two exceptions, were approved by the Board at its

September and November 2004 meetings. (See :Attachments 3 and 4 for excerpts from
the minutes of those meetings.)

o Substantial Equivalency Determinations. The Board decided to accept
determinations by NASBA's CredentialNet that individuals seeking Practice
i Privileges have education, examination, and experience qualifications that are. .«
substantially equivalent to-qualifications for a Califernia CPA license. The preposed
regulations reflect this decision and direct affected individuals to contact:NASBA
- =_.. prior to seeking a California Practice Privilege. The Board alse decided to accept:
NASBA's, list of “substantially -equivalent” states, that is.states that -have licensure .
- requirements.substantially. equivalent to:the reqwrements in‘Califernia law; with: the
proviso thatthe Board will retain the authority to add or subtract states from this list.
. -=<This decision is not-reflected in-the proposed regulations because it does notimpose
any requirements on those seeking-or holding Practice Privileges, and therefore
does not need to be adopted as a regulation. Instead, the list of “substantially: .
equivalent” states can be approved or modified by Board motion giving the Board the
- erX|b|I|ty to make changes more quickly than through the rulemaking process

. Safe Harbor Prowsmn The Board.concluded that while notloe is due on or before
.+ -commencing practice, - to facilitate transition to the .new requirements during the first
: - two years the practice privilege law:is in-effect, there will ‘be no penalty-if notice is
given within five business days after commencing practice. If the notice'is given

aﬁer this “safe harbor per|od a rlne will be lmposed

° .Fallure to Pav Fee Tlmelv The foIIowmg procedure was approved to address
' . . instances ‘when the fee:is .not received-on time: :when it is determined thatthe . «
paymernt has not been.received, is’late, or the payment.check.is dishonored, an .
administrative suspension @nd a fine:will:be issted. Wheén the fee and the fine ate
paid, the administrative suspension-will be lifted and the practice privilege will
:continue. The amount of the fine will vary dependlng upon whether lt is the first
occurrence ora repeat occurrence. . :

. Exemptlons from- Dlsq_uahfvmg Conditions. The statutory ‘provisions hst potentially
disqualifying conditions in which approval by the Board is necessary before practice
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under a practice privilege can begin. However, the Board is authorized to adopt
regulations to exempt from being a “disqualifying condition” the occurrence of minor
infractions related to a permit to practice. The proposed regulations provide for the
following exemptions: 1) an action by a state board of accountancy in which the only
sanction was a fine of less than a specified amount or a requirement that the
individual complete specified continuing education courses and 2) the revocation of
a license other than the license upon which the practice privilege is based solely
because of failure to complete continuing education or failure to renew. The amount
of the fine referenced in this bullet is scheduied for discussion and action at the
January 2005 Task Force and Board meetings.

Additional Disqualifying Conditions. The statutory provisions also permit the Board
to specify additional “disqualifying conditions” through the rulemaking process. The
proposed regulations add two: 1) The individual held a practice privilege that
expired while under administrative suspension or with an unpaid fine. 2) The
individual has been notified by the Board that Board approval is required before
practice under a new practice privilege can commence. (This last “disqualifying
condition” was added by the Task Force in November 2004, and has not yet been
acted upon by the Board.)

Other Violations Subject to a Fine. The proposed regulations show fines as one of
the penalties for failure to report to the Board changes in the information reported on
the Notification Form that occurred during the term of the practice privilege and also
for failure to respond to Board inquiry.

Holding a Practice Privilege for Consecutive Years. During the review of the
proposed regulations, it became apparent that the draft language couid make it
difficult for an individual to hold a practice privilege on an ongoing basis for two or
more consecutive years because to accomplish this the individual would have to give
notice again on the day afier the expiration date of the previously heid practice
privilege. An accidental violation couid occur if, for any number of reasons, the
individual was unable to submit a new notice on that exact date. To address this
concern, language was added to permit a new notice to be submitted prior to the
expiration date of the current practice privilege. The new practice privilege would
commence on the date of the new notice which wouid supersede the old notice.
(This approach has been approved by the Board President and Task Force Chair, but
has not been acted upon by the Task Force or the Board.) It should be noted that
while an individual may seek to hold a practice privilege for two or more
consecutive years, it was not intended as a long-term substitute for a license.

The proposed regulations approved by the Board at this meeting, after editing by iegal
counsel, will be scheduled for a regulation hearing at the May 2005 Board meeting.
With these time frames, it is anticipated that the regulations will be in place in time for
the January 1, 2006, effective date of the statutory provisions.

Attachments



Attachment 1
— DRAFT —
Article 4 — Practice Privileges

Section 24. License or Practice Privilege Needed.

(a) This article implements Article 5.1 of the Accountancy Act (commencing with
Business and Professions Code Section 5096).

(b) For purposes of Business and Professions Code Section 5096(c)(1), “the manner
prescribed by board regulation” for notifying the Board shall be a form that includes the
elements described in Sections 26, 27, 28, and 29.

Section 25. Qualifications for and Term of the Practice Privilege.

(a) Tobe eligible for a practice privilege, an individual whose principal place of business
is not in California and who holds a valid, current license to practice public accountancy
issued by another state shall meet the requirements of Business and Professions Code
Section 5006 including, but not limited to, satisfying one of the following:

(1) Hold a current, valid license, certificate, or permit from a state determined by
the Board to have education, examination, and experience requirements for
licensure substantially equivalent to the requirements in Business and
Professions Code Section 5093,

(2) Possess education, examination, and experience qualifications that have
been determined by the Board to be substantially equivalent to the qualifications
under Business and Professions Code Section 5093. Pursuant to subdivision (b)
of Business and Professions Code Section 5096, the Board accepts individual
qualification evaluations of substantial equivalency by the National Association of
State Boards of Accountancy’s (NASBA’s) 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 substantial
equivalency 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; or

(3) Have continually practiced public accountancy as a Certified Public
Accountant under a current, valid license issued by any state for four of the last
fen years.



(b) Except asprovided 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 the notification pursuant to
Sections 26, 27, 28, and 29 is submitted to the Board. When prior approval by the
Board is required pursuant to Sectiori‘32;the practice privilege commences on the date
the practice privilege is approved by the Board

. & .
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(c) A practice privilege, including a prac’uce pnvnege that is or has been on
administrative suspension pursuant to Business and Professions Code Section 5096.4,
expires one year from the date the practice privilege notification is submitted to the
Board or on the date a subsequent practicé privilége notification is submitted to the
Board, whichever occurs first.

(d) For purposes of this Article :and Business and Professions Code Section 5096, the -
“license upon which the practice privilege is based” or “the license upon which the - -
substantial equivalency is based” is the license under which the individual qualifies for a
practice privilege pursuant to paragraph (1) of-subsection (a), or the license in the state
of the principal place of businessfor those who qualify for a practice privilege under. -
paragraphs (2) or (3) of subsec’uon (a)

Sectlon 26. Notrflcatlon Requrrements General

To obtain a practlce privilege an individual shall notify the Board and, under penalty of
perjury, certify the trlithfulngss of all inférmation prewded iinthe notificatiori: . The
notification shallinclude: the irdividiial's name; prior names;firm mame (if-anyj, @ddress

of principal place of 2t:msrnees date of birth; social- ser:urty numb r;‘ftelephone“number

signature, el’ther handyynﬁen or an elec:tronrc equlvaient the state where the mdwrdual
holds-the license’ upon which the’ practrce privilege is based-includinhg the:license
néfriber and license issuance date; and any:other states where the individual hiolds a
hcense or hcenses ‘ot other authcrty to practice, including'the numbers. and issuance
dates of those licenses! in addition; this nofification shall include all of the statements
requlred by Sectron 27 an the agreements and consents requrred by Sectlon 28 -and all

Sectlon 27 Notlﬁcatlon«Requwemen ]

i oy oy . is v .
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The notification requured to obtaln a: practlce pnvriege shall mclude the following
statements made by the lndrvrdual under penalty of penury under the laws of the State
' of Caln‘orruaK .

(a) The individual has a princi pal place of business that is not in California, and the
individual does not have an office in California other than through a firm registered in



California, or the individual is an applicant for licensure under Business and Professions
Code Sections 5087 and 5088, whose application is pending.

(b) The individual holds a current, valid license to practice public accountancy in another
state.

(c) The individual meets one of the minimum requirements to be eligible for a practice
privilege described in subsection (a) of Section 25.

(d) The individual submits 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 identifies the date on which the practice of pubilic
accountancy began and explains the reason for the delayed notice.

(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.

() The individual concurrently submits 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:

(a) The individual agrees to comply with 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 reievant 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 Boatd's inquiries even after*the“apri.viIege\h‘as::@
expired by (1) contacting other states’ (2) tentactingthe SEC, PCAOB, or any other
federal agency before which the individual i is author zed to practice, and (3) contactlng

NASBA. )

(e)The individual agrees to notify the Board in writing within 30 days of any change in
the'information in‘the notice which-o¢curs:dufing‘the. term of the practice privilege, )
including changes that occur while the practice privilege is-administratively suspended. |

Section 29. Notification Requiremeiit — Additional Information.

The notification required t6 obtain a practice privilege shall include the following «
information, the truthfulhiéss of which ‘the individual certifies under penalty of perjury .+
under the laws of the State of California:
(a) The occurrence of :any of the events described in subsection(a) of Section 32; each -
of which may disqualify the individual from a practice privilege; and thus requires Board
approval prior to commencement of the pract;ce pnvnege
. sem cde ml ol e oy e s
(b) The applicability, or not, of any of the followmg
(1) The individual seeks authorization to si gn reports on attest engagements and if
s0, has completed 500 hours of attest experience- * « + <. 5
(2) The individual is an “associated person of a reglstered public accoun’ung ﬂrm as
used i ‘Séction 2 of the Sarbanes-Oxley Actof 200211 1) tart i 30 nons e
(3) The individual's firm has undergone a peer review thhln the pastthree years; -
(4) The individual's state of licensure upon which the practice privilege is based
~ Under Sectioh 25(d) requifes continuing ‘educat on related*to fraud de:tectlon and n‘”‘
so, the individual has fulfilled this requirement. FERE SRR
(5) Whether the individual currently holds a Cahforma practlce pr v1lege and when |t
will expire.
(8) Whether the lndwldual held a California llcense and the da’tes the Cahforma
license was held W

30. Safe ‘Harbor e Penod fthe Notloe

a5 .\ﬁ‘ e

(a) The" nottf‘ oat:on descnbed in Sec’t ons 26 27 28 an ~9 'shall’be submltted fco the«
Béard oh or'before the ‘individual begins:practice:in California. indera practice privilege.
However, during the penod January 1, 2008, through- Deoember 34, 2007, an individual
shall not be deemed to be in violation of this Article or Article 5.1 of the Accountancy Act
(commencmg with Business 'and Professions Code Section 5096) solely because-he er
she begins the practice of public accounting in California prior to giving notification; -.
provided notification is submitted within five business days of the date practice begins.
An individual who gives notification to the Board within the five-day period provided for



in this Section shall be deemed to have a practice privilege from the first day of practice
in California.

(b) In addition to any other applicable sanction, the Board may issue a fine of
to for notifying the Board more than five business days after beginning practice
in California.

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) In addition to any other applicable sanction, 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) In addition to any other applicable sanction, 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) In addition to the fines described in this Section and any other applicable sanction,
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.

(a) An individual giving a nofification pursuant to Sections 28, 27, 28 and 29 who has
any of the conditions listed in subsection (c) of this Section may not commence practice
under a practice privilege without prior approval of the Board.

(b) A holder of a practice privilege who acquires any of the conditions listed in
subsection (c) during the term of the practice privilege shall cease practicing
immediately and shall not begin practicing again without prior approval of the Board.

(c) Conditions requiring Board approval to practice under a practice privilege:

(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



Atcounting Oversight Board (PCAOB) révoked, suspended, denied, surrendered; *
put on probationary status, or otherwise sanctioned or limited, except for the U
following occurrences:

(A) An action by a state board of accountancy in which the only sanction '
was a fifle of jess than §. |_“Or-a requirement that the individual complete f’;‘
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 orfailure to renew.

(3) The individual is the subject of an irivestigation, inguiry, of Broceéding by or
before a state, federal, or local court or agency (including the PCAOB) involving his
_or her professronal conduct

(4) The individual has had a judgment or arbitration award in ari amount greater than
$30,000 entered against him or her in a civil matter involving the professronal conduo‘f
of the individual. Cle

(5)-The mdlvrdual held a practrce prrvrlege in Calrforma that exprred whlie under
administrative suspens ion or wrth an unpatd fing, T T

(8) The individual has failed to respond to the satisfaction of the Board to a request -
for information from the Board regardlng a matter related toa current or prior practice
prlvrlege S b o : . "

PR 97.
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33. Changes to Iinformation in the Notification.

(a) An individual shall report in writing to the Board changes in the information repor‘ted
on ‘the notlfrcatron wrth n 30 days of the change
(b) In addition to any other applrcable sanction, an rndrwdual is-subject to a fine of
to for fallure to compty wrth the requlrements of thrs Sectron

T gy proopy
. 'r,‘,,u;'.—’:cz“;
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34. “R‘eé‘bonée"to”Blb‘a‘zﬁd Iﬁﬁ‘(‘l‘ir’y;' TR e e ,.

In addition t6 any other applicable sarictich, faifure t&" éémply with theiobligation to
respond to Board inquiry pursuant to Sec‘aon 5096(e)(5) could result in one or more of
the following:’

(a) Issuance of a fine of _tor_



(b) An administrative suspension of a current practice privilege pursuant to Business
and Professions Code Section 5096.4; or

(c) The reguirement to obtain the approval of the Board before commencing to practice
under a future practice privilege.

35. Continuing Education Requirement.
An individual practicing under a practice privilege shall meet the continuing education

requirements of the state issuing the license upon which the practice privilege is based
pursuant to Section 25(d).

Section 70. Fees.

<
£

-
X

nia applicant for
the computer-based Uniform Certified Public Accountant Examination, shall be an
application fee of $100 for issuance of the Authorization to Test to first-time applicants
and an application fee of $50 for issuance of the Authorization to Test to repeat
applicants.

(b) Commencing July 1, 2001, the fee to be charged each applicant for issuance of a
certified public accountant certificate shall be $250.

(c) The fee to be charged each applicant for registration, including applicant for
registration under a new name as a parinership 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 ceriificate of
licensure or registration shall be $10.



(g) The'fee for processing and issuance ‘of ‘a duplicate copy-ofa registration, or permit '}
or other form evidencing licensure or renewal of licensuie shall:be $2+ y

[

(h)y Comimencing January 1, 2006, the fee tobescharged an individual for a practice. )
privilege pursuant to Business and Professions Code Sectioni5088.shallibe $400... ...

.

Note: Authority cited: Section 5010 and 5018, Business and Professions Code.
Reference: Sections 122, 163 and 5134 Businésssand Proféssions:Codes: - - + -
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Attachment 2
— DRAFT -

Article 4 — Practice Privileges

Section 26. Purpose of this Article.

This Article implements Article 5.1 of the Accountancy Act (commencing with Business
and Professions Code Section 5096) related to Practice Privileges.

Section 27. Qualifications for the Practice Privilege.

To be eligible for a practice privilege, an individual whose principal place of business is
not in California and who holds a valid, current license to practice public accountancy
issued by another state shall meet the requirements of Business and Professions Code
Section 5096 including, but not limited to, satisfying one of the following:

(a) Hold a current, 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
50093;

(b) 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 substantial equivalency determination. The individual shall
report the NASBA file number on the Notification Form submitted pursuant to Section 28
and shall authorize the Board to review the NASBA file upon request; or

(c) Have continually practiced public accountancy as a Certified Public Accountant
under a current, valid license issued by any state for four of the last ten years.

28. Notification.

(a) To obtain a practice privilege, an individual meeting the requirements of Section 27
shall notify the Board by submitting the fully completed Notification Form provided at the
end of this Section or the electronic equivalent provided by the Board on its Web site,
and shall pay the fee as required by Sections 31 and 70.



(b) The license which shall be reported on ltem 3 of “Qualification Requirements” on the
Notification Form and “the license upon which the substantial- -equivalency is based”
referenced in subdivision (e) of Business and Professions Code Section 5096 is the
license under which an individiial qualifies fora practice-pfivilege pursuant to subsection
(a) of Section 27, or the license in the state of the principal place of business for an
individual who qualifies for a practice privilege under subsection (b) or (c) of Sec’uon 27 \

A KA S AT s e, e
(c) The electronic version of the No’nf;catlon Form shall prowde fora certlﬂcat:on and
electronic signature as follows "

| understand that any misrepresentation or omission in connection with this
notification disqualifies me from the California practice privilege and is cause for
termination. Further | authofize the California Board of Accdtintancy fo act. i+
accordingly, including notifying other state or federal authorities. By typing my
‘Aame in‘the box'below and clicking the “| Agree” btitton | certified under penalty -
of perjury under the laws of the ‘Sate of California that the information contained:

" in this notice i§tfue and correct. If: J:am not prepared to-so certify, | understand
that | should click thé“Cancél” Biittéh to discontinue the notification process::

Full name

| Agree
Cancel



» STATE OF CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Goverr

Steect CALIFORNIA BOARD OF ACCOUNTANCY
Calilomia 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916) 263-3880
FACSIMILE: (916) 263-3875
WEB ADDRESS: hiip:/iwww.dca.ca,govicha

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):
Firm Name:
Address Of Principal
Place Of Business:
Te‘léphone Number Fax Number Business
(business hours): (business hours): E-mail:
Date Of Birth: / / Social Security Number:
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 empioyee; OR
O] | have a pending application for licensure in California under Sections 5087 and 5088.
3. | qualify for a practice privilege based on my current, valid license to practice public
accountancy in the following state:
State: License Number: Date Issued:
4. [la. 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

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

[(Jc. Ihave 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. | agree to comply with 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
hitp.//iwww.dca.ca.gov/cba/regs.htm).



| consent to the personal and subject matter jurisdiction of the California Board of
Accountancy (CBA) ncludmg,f‘* L o!.;the followmg ;
a. To suspend or revoke, without prior-notice or hearlng and in the sole discretion of\the‘* ‘gé

CBA or its representatives; ’rhe |lege to practlce pubhc accounti ng, TELEaE
b. Toimpose discipline.for any Vil i

c. To provide information relating to a practice privilege and/or refer any add‘ut:éﬁaalﬂfénd
further discipline to the board of accountancy of any other state and/or the SEC, PCAOB
or other relevant regulatory authorities.

Cahforma practlce prly;leg

8. | consent to.the. authq i ¥ ac U
information provided in | consent to the release of &il information
relevant to the CBA's inquiries now or in the future by:
a. Contacting other state agencies;
b. Contacting the SEC, PCAOB or any other federal agency before which | am

i
authorized 16 practice; and
c. Contacting NASBA. S
9. | am submitting this notice to the CBA: o
] at or before the time 1 begin the practice of public accountancy in California; OR o
WP IR BRI S EIG
] if submitted before December 31, 2007, within five business days after | began the
practice of public accountancy in Californiaon __/_/_ . My reason(s) for not providing
notice on or before that date: LB AL e e SRENT
e S Feoneogow SEHED 0 R REamaLa n sasln ey oo b
10. ¥ “"havé met the contifiing sdcation requirements: and any exam requirements for:the
.state-of licensure identified initem.3 above. . .. . .. ... g e
11. In.the event that any,.of the information in this notice 1ges, | will provnde the CBA
wntten notice of any such change ‘within 30 days of it§ c“urrence ’
12. | am concurrently submitting the fee of $100.00. i
ATTEST REQUIREMENTS: =~ . . . o gty e ) . 5
| wish to'b&"ableto sign an attest report under-this practice privilege and I have at least 500 hours of
experience in attest services. [] Yes ] No ~
ADDITIONAL INFORMATION (Required); 7>~ « - ~a - coor G e
Do you currently hold a California Practice Prw;lege? [JYes [ No
. ‘t"ww st 4_:_' Y » R :q‘ “ g s be g“‘
When does texplre? T T v "
Have you ever held a California CPA/PA license? [] Yes =[] No

If so, please provide the license number:

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

State: License Number: Other Authority:
Other Authority:




State: License Number:

| am an associated person of a firm registered with the PCAOB.  [] Yes ] No
‘My firm has undergone peer review within the last three years. ] Yes [ 1] No

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

DISQUALIFYING CONDITIONS:

Please check any of the items below that apply. For any checked items in (1)-(6), you must provide additional
information as requested in Attachment X and you are not authorized to practice in California unless and
until you receive notice from the CBA that the privilege has been granted.

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

O 2. | have had a license, registration, permit or authority to practice a profession
surrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned 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.

O s | 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 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.

] s I have had a judgment or arbitration award against me involving my professional conduct

in the amount of $30,000 or greater.

I, , understand that any misrepresentation or omission in
connection with this notification disqualifies me from the California practice privilege and is cause for
termination. 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.



ITATE OF CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Govarnor

1 Stee ot CALIFORNIA BOARD OF ACCOUNTANCY
{ Caflarls 2000 EVERGREEN STREET, SUJTE 250...
| Devarime SACRAMENTG, CA 95815-3832
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2. If you checked item 6 under disqualifying.conditiens, please also provide: .

o~

Date of Judgment/ . o
Arbitration Award ' C dutisdib:tEO‘n/Court: - Docket No: . o o
..... T e i LBty e PN vl e «“ B & %
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PRIVACY STATEMENT: The: mformatuompromdedwm~thls formawill be used bythe ¢ CahformanBoard of F Acsountancy to determine
whether you qualify for praclice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize
the collection of this information. Failure fo provide any of the required information is grounds for rejection of the form as being
incomplete. Information provided may be transferred to the Department of Justice, a District Attorney, a City Attorney, or to another
government agency as may be necessary to permit the Board, or the transferee agency, to perfomm 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 Callfornia Board of Accountancy is
responsible for maintaining the information in this form, and may be confacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
85815, telephone number (818) 283-3680 regarding questions about this notice or access fo records.



Section 29. Term of the Practice Privilege.

(a) 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 the Notification Form is
submitted to the Board. 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.

(b) A practice privilege, including a practice privilege that is or has been on
administrative suspension pursuant o Business and Professions Code Section 5096 .4,
expires one year from the date the Nofification Form is submitted to the Board or on the
date a subsequent Notification Form is submitied to the Board, whichever occurs first.

30. Safe Harbor — Period of the Notice.

(a) The Notification Form required pursuant to Section 28 shall be submitted to the
Board on or before the individual begins practice in California under a practice privilege.
However, during the period January 1, 2006, through December 31, 2007, an individual
shall not be deemed to be in violation of this Article or Article 5.1 of the Accountancy Act
(commencing with Business and Professions Code Section 5096) solely because he or
she begins the practice of public accounting in California prior to submitting the
Notification Form, provided the Notification Form is submitted within five business days
of the date practice begins. An individual who submits the Notification Form to the
Board within the five-day period provided for in this Section shall be deemed to have a
practice privilege from the first day of practice in California.

(b) In addition to any other applicable sanction, the Board may issue a fine of
to for notifying the Board more than five business days after beginning practice
in California.

31. Payment of the Fee.

The fee required by Section 70(h) must be received by the Board within 30 days of the
date the Notification From is submitted to the Board.

(a) In addition to any other applicable sanction, an individual is subject to fine of to
____forthe 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) In addition to any other applicable sanction, 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. « S

{c).In addition to the fines described in this Sect on and any other apphcab e sanct:on
an lndlwdual is dlso subject t8 an admmlstrat ivé: suspensm f_er"’fall‘ i

including aﬁém'pt g ~’cc‘)“pa}? with a c‘:‘H
administrative suspens*xon ‘shall remam n effectiuntil the Bcard glves its ‘approval forthe 2

5 )

individual to resume practicé and shall riotexténd the termi of the practlce privilege.t -5

L d

32. Board Approval Required. - o

(a) An individual submfmng a Natification Form pursuant to Section 28 who has any of «
the conditions listed in sUbsectioh (€) of this Section rhay net commence practice iunder:
a practice privilege without prior approval of the Board.

(b) A holder of a practice privilege who acquires any of the conditions listed in. <
subsection (c) of this Section during the term of the pract ce privilege shall cease

practlcmg lmmedtately and shall no“r beg it practlcmg agam w1thout pnor approval of the: 3
Board. ,

N A
N

(©) Condmons requmng Board apprcva to prac‘uce under a practlce pnvxlege

i
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(M1 The md \ndualbls con\flc’cedof a cnme other than a mlnor traﬁlc VIOIat;on

g "
Accountlng Overmght Board (PCAOB) revoked, suspended demed surrendered, 5
put on proba‘nonary status or othenmse sanctloned or hmxted except for the
follewmg occurrerices:" E " FTE e H

‘ {A) An acfion by a state board of accountancy in Wthh ’fhe only sanctio
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 identified in ltem 3 of the -Qualification -
'Requirements on the Notification Form, solely because of fallure to complete
~ continling education or failire to renews T
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(3) The individual is the subject of an mvestxgaﬂon inguiry, or proceeding by or
before a state, federal, or local court or agency (mciudmg the PCAOB) nvolvmg his ..
or her profess;onai cenduct DR RS S S

. e e R T B Fituget L e e E A Y gy e
(4) The individual has had a judgment or arb tratlon award in.an amoun’[ greater’than
$30,000 entered agalnst him or herin a cnv:l ma’cter nvoivmg the professxonal conduct

of the tndmdual

PO



(5) The individual held a practice privilege in California that expired while under
administrative suspension or with an unpaid fine.

(6) The individual has failed to respond to the satisfaction of the Board to a request
for information from the Board regarding a matter related to a current or prior practice
privilege. '

(7) The individual has been notified by the Board that prior Board approval is required
before practice under a new practice privilege may commence.

33. Changes to Information on the Notification.

(a) An individual shall report in writing to the Board changes in the information reported
on the Notification Form within 30 days of the change.

(b) In addition to any other applicable sanctions, an individual is subject to a fine of
to for failure to comply with the requirements of this Section.

34. Response to Board Inquiry.

In addition to any other applicable sanction, failure o comply with the obligation to
respond to Board inquiry pursuant to Section 5086(e)(5) could result in one or more of
the following:

(a) Issuance of a fine of to

(b) An administrative suspension of a current practice privilege pursuant to Business
and Professions Code Section 5096.4; or

(c) The requirement to obtain the approval of the Board before commencing to practice
under a future practice privilege.

35. Continuing Education Requirement.

An individual practicing under a practice privilege shall meet the continuing education
requirements of the state of licensure identified in ltem 3 of the Qualification
Requirements on the Notification Form.

Section 70. Fees.




5

@} Commencmg January 23 2@@4 the fee ’:o be chargedreach Cahfomxa apphcant 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 feeof $50 for issuance- cf the Authonzatlon to Test to repeat
applicants. SERE

(b) Commencing July 1, 2001, the fee to be charged each applicant for issuance of a
certified public accountant certificate shall"be $250. RN

(c) The fee to be charged each-applicant for registration, including applicant for AN
registration under a new name as apartnership or as a corporation, shall:be $150.

(d) Commencing July 1, 2000, the feeto 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 par’mershlp, a corporation, a public accountant ora certtﬂed
public accountant shall be $20@ ST

(f) The fee for the processmg and issuance of a duphcate copy of a certlﬁcate @f
licensure or registration shall be $10.

{g) The fee for processing and issuance of a duplicate copy of a regnstratlon or permtt
or other ferm evidencing licensure or renewal of ltcensure shall be $2..

Rl cestem i, e 7Y L T,
(h) Commencing January 1, 2008, the fee fo be charged an lndmdual for a Dractlce
privilege.pursuant to Business and Professions Code Section 5096 shall be $100.

o

Note: Authority cited: Section 5010 and 5018, Business and Professions Code.
Reference: Sections 122, 163 and 5134 Business and Professmns Code

EE= A R T R
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Qu« CALIFORNIA BOARD OF ACCOUNTANCY Attachment 3
J Cobicrie 2000 EVERGREEN STREET, SUITE 250
Department of

s

BACRAMENTO, CA 95815-3832
* TELEPHONE: (818) 263-3680
FACSIMILE: (816) 283-3675
WEB ADDRESS: htip://iwww.dca.ca.govichba

DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY

FINAL
MINUTES OF THE
September 10, 2004
BOARD MEETING

The Hyatt Regency Hotel
1209 L Street
Sacramenio, CA 25815
Telephone: (816) 443-1234
Facsimile: (916} 321-3099

[. Call to Order.

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

Board Members September 10, 2004
lan B. Thomas, President 8:35 a.m. 0 3:35 p.m.
Renata Sos, Vice President 8:35 a.m. to 3:35 p.m.
Stuart Waldman, Secretary-Treasurer 8:35 a.m. to 3:35 p.m.
Ronald Blanc 8:35 a.m. to 3:35 p.m.
Richard Charney 8:35 a.m. to 3:.35 p.m.
Ruben Davila -~ Absent

Donald Driftimier B8:35 a.m. o 3:35 p.m.
Charles Drott 8:35 a.m. to 3:35 p.m.
Sally A. Flowers 8:35 a.m. to 3:35 p.m.
Sara Heintz §:35 a.m.to 3:35 p.m.
Gail Hillebrand 8:35a.m.to 3:35 p.m.
Thomas lino 8:35 a.m. to 3:35 p.m.
Ciifton Johnson 8:35 a.m. to 3:35 p.m.
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public accountancy as it re(ates to lntemet practxce was referred from
the Practice Privilege Task Force dug to the impact of new practice
privilege legisiation. s

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

a. Internet Practice
e b, Correspondence Practice.
c. Litigation Support.

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

Mr. Shultz indicated that NASBA's UAA Rules Comm;ttee was in the

process of setfing up a task force to address these same issues

relating to Internet practice.

The EPOC"unammausiy decided to recomrnend.to the Board that. -
. betwash the" SIgn;ng of SB-1543 and ltS“ , -

1mpi: mentatmn in Januéry 2006 “staff will catalogthe. quesﬂons and
issues. tha’c{artse and they will be brought back to the.Beard for.
further consnderatlon “This will also aliowthe :opportuni tyn,for , ‘
NASBA's task force fo completésits study of internet practice. No
further action was determined necessary at this time. The Board
cohcurred-withi the"EPOC's recommendation.

4, Proposed Recommendailon Regarding the Definition of any Areas
for Study by the A&‘:’imm:stratlve Committesi s umesa oo,

‘us -gwau‘ St

b g *
iy R ST \f} g‘f, e

Mr. Drott reported that based on the reoommendahon for Agenda ff‘"\v.

Comml’rtee was necessary and the Board concurred.

e 7

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

1. Minutes of the July 15, 2004, Practice Privilege Task Forcémﬁ/;géﬁ\nbg

~t
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The minutas of the July 15, 2004, Practice Privilege Task Force
meeting were adopted on the Consent Agenda. (See Agenda item
XI.B.) ‘

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

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

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

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

Ms. Sos reported that there are three ways for an individual to
qualify for a practice privilege: qualify under the “4 of 10” rule, hoid a
license in a “substantially equivalent” jurisdiction, or be deemed
"substantially equivalent” as an individual, for example through a
review by CredentialNet. Ms. Sos noted that the legislation gives
the Board the authority to determine what “substantialiy equivaient”
means and to decide whether it will make those determinations or
accept the determinations made by an entity such as NASBA.

Ms. Sos reported that Ms. Rubin atiended the meeting to talk with
the Task Force about substantial eguivaiency from NASBA's
perspective. Ms. Sos indicated that Ms. Rubin was the incoming
Vice Chair of NASBA and a former Board member. One issue of
concern to the Task Force was the role of ethics requirements in the
substantial equivalency determinations. Ms. Rubin indicated that
sthics considerations are already embedded in the exam,
experience and education reguirements as well as in professional
standards.

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

After discussion, it was moved by Mr. Driftmier, seconded by
Mr. Johnson, and unanimously carried to, .accept NASBA's
designation of states as substantially equrvaient whiile
continuing to monitor and add or subfract states as necessary.
The tmotion also included accepting NASBA's CredentialNet
certification of individuals as substantially equlvaient with the
fiexibifity to reject or deny individuals if the Board determmes
that they are not substantially equivaient. "

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

See Agenda ltem VIIL.F 4.

6. Consideration of Whether There SHould be a “Safe ﬁérﬁbr’“@’eri‘cd
for Providing Netfﬁcahon o the Board. .

Ms. Sos reporied that the practlce privilege commences upon valid
noﬂﬂcatlcn However 1ssues came: up asio. whet’her there ‘should

[ a
nctxﬂcatron But also wants to ensure that rio cbnsumer harm ‘could
OCCUI‘ o T e
‘It was ‘moved by Mr. Bianc, seconded by Ms Fiowers and
carried that nofice is due on.or before commencmg to practice

\ re will be. no penalty if the notlce is glven within five
*busmess ‘f‘days of commencmg practl::e Thls reguiatlon will

date of notification and the date the practice prlvnege -

‘tommencéd.: THis information will be used to assess whether

safé harbor” period shouid be contg' ued modrﬁed or

" efiminated after the two-year transition’ perlod If a notice is
submitted after the five-business day.“safe harbor” penod a

fine will be imposed. The amount of the fine and the prodess

- for imposing it would be the sub)ect of further staff review and

recommendatmn
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Ms. Hillebrand reguested that the minutes reflect that this
recommendation was not a unanimous decision of the Task Force,
She appreciates the creative thinking done by the public participants
but still believes that, as a matter of policy, the concept that makes
practice privilege acceptable in lieu of a license is that the Board is
aware of who intends to practice in California before they begin.

She indicated that she remained in dissent.

. Consideration of the Procedurs if the Individual's Fae is not
Received on Time or the Check is Dishonorad.

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

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

. Consideration of the Standards and Process for Datermining how
the Disgualifying Conditions may Result in Denial of the Practice
Privilege.

Ms. Sos reported that the Task Force concurred with

Mr. Newington's recommendation and directed staff to proceed as
outiined in the meamo provided for this agenda itam using criteria
consistent with the way Licensing and Enforcement staff address
similar issues related to applications for ficensure. {See
Attachment 4.) The Board concurred with the Task Force's
recommendation,

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

Ms. Sos reported that the Task Force recommended that the Board

adopt a regulation to clarify that it is a “disqualifying condition” to
kave an unresolved administrafive suspension.
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it was moved by Ms. Fiowers, seconded by Ms. Hiliebrand, and

unanimousiy carried to adopt the Task Force's

recommendatlon -

10. Consnderatmn of What Minor Infractions Related" to Llcensmg Shouid
be Exempted From the stqua ifying Condtt ons

Ms. Sos reported that the Task Force recommended that fwo
-categories of minor infractions: infractions resulting in administrative
citations with fines of $5;000 orless and infractions in whichthe only
penalty is additional contmumg prcfessronai education, should -be
exempted from the disqualifying conditions. {See Attachment 5.)
The Task Force also recommended that staff study the specific
doltar amount and bring a recommendaﬁon back'to the Board for its
consideration.

it was. moved by Mt. Driftmier, seconded by Mr Johnson and
unanimousiy. camed to adopt the Task Force s
recommendation. - "

YA e
Yo 1 et

L

11. Cons:deratxan caf Wha‘c Shoutd be the Crnterta and Levei of D:scret;on
for Admm!stratwe Suspensmn :

Ms. Sos: repar‘fed that th J;ask Force recommended that the
’ fora mmls’tratwe suspensmn

'*‘”tm‘}*

+ False representations made in the notice. ™" "8 m e

+ The individual's lack of cc«mpetance or quairhc:atlons to practxce
under the practice pnvﬂege in ques’uon ‘ 5

+ The individual's failure to timely respond 1o a Board | mqu:ry or
request for information or documents.

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

‘;“\...x

Mo\§

Examination Appeals- éyPer{sona‘l/W ftten. i
A Personai lWr tten Appea!s -~ None.

i

A. Appeals.

1. Personal / Written Appearances — None.
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ITATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

—
: State o CALIFORNIA BOARD OF ACCOUNTANCY
C Salforle 2000 EVERGREEN STREET, SUITE 250 Attachment 4
‘ SACRAMENTO, CA 95815-3832

Consumer TELEPHONE: (918) 263-3680
s FACSIMILE: (918) 263-3675
WEB ADDRESS: http:iiwww.dca.ca.govicba

DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY

DRAFT
MINUTES OF THE ‘
November 19, 2004
BOARD MEETING

The Crowne Plaza Hotel
5985 West Century Blvd.
Los Angeles, CA 80045-5463
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 ltem 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
fan B. Thomas, President 9:02 a.m. to 2:32 p.m.
Renata Sos, Vice President 9:02 a.m. to 2:32 p.m.
Stuart Waldman, Secretary-Treasurer 9:02a.m. to 2:32 p.m.
Ronald Blanc - 9:02am.t02:32 p.m.
Richard Charney 9:02 a.m. 10 2:32 p.m.
Ruben Davila 9:25a.m. to 2:32 p.m.
Donald Driftmier 9:02 a.m.to 2:32 p.m.
Charles Drott Absent :
Sally A. Flowers 11:30 a.m. t0 2:32 p.m.
Sara Heintz 9:02 a.m. to 2:32 p.m.
Gail Hillebrand 9:02am. to 2:32 p.m.

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



needed to address ’rr‘{i»s" matter, al}ns‘tead, 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 camed tg adopt the rev:sed language

wa: TS S M le

E. Enforcement Prograrm Ovarsight Commitfeg (EPOC).

T

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 addmg that Mr. Driftmier was in
attendance. (See Agenda ltem XII.B.)

F. Practice Privilege Task Force (PPTF).

1.

2.

f‘?

rlt was moved by“Mr

. Privilege Task, Force nimutes changlng the

3.

Minutes of the Septernb.er 9, 2004,‘.Practice Privilege Task Force
Meeting. .

I

The minutes of the September 9, 2004 Practlce Privilege Task

Force meeting were adopted on the Consent Agenda. (See Agenda
ltem X11.B.)

Minutes of the. October 5,.2004, Prac’uce Prrvrlege Task Force
Meetmg..~ T T s

unanimously carried to.adopt the Octo

.....

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

Met

incredible work

?.“ > V«]Eege >
statuteffro »;cencept to sngned legrsia’mon M T s algd

“scongrafu ted;Ms Sos for her hard work through 3 process and

' ‘~md|cated\t tthe Board owed a tremendous debt of -atifude fo her

for spearhead Ing this project. Ms. Sos thanked t

T sk Force Ms.
D'Angelo. Fe{ime’rh Mr. Duffey, and Mr. Roblnsen ) "orkmg ‘with

the Board on this from the beginning. %

a. Recommendaﬂon Regarding a Process to Address Changes in

Reported. information That Occur During the Tem of the Practice

- ﬁ&g@



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 priviiege.
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 ____.) 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
Disgualifying Condition to Have an Unpaid Fine Related to
Practice Privileges.

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

It was moved by Ms. 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 VIIl.F.4.b.

a. Consideration of a Method for Verification of Attest Exberience
Through Random Audit.
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- State, of California

Department of Consumer Affairs California Board of Accountancy

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

Practice Privilege TF Agenda item IV.A. Board Agenda ltem VIIL.F.5.a.
January 20, 2005 January 21, 2005
To - Practice Privilege Task Force Members
Board Members Date : January 11, 2005

Telephone :  (816) 561-3788
Facsimile : (916) 263-3674
E-mail . awong@cba.ca.gov

From :  Aronna Wong ‘/f;-"’u\—‘/
Legislation/Regulations Coordinator

Subject:  Findings from OAL Regarding the Form in the Regulations

Attached as background information for your consideration of whether to
place the form in the regulations is an e-mail from OAL (Attachment 1)
discussing this subject and the subject of the on-line interactive form. Also
attached are the federal law and state regulations referenced in the OAL
e-mail (Attachments 2 and 3).

Attachments



Attachment |

e, | iETErence Attorney™ <RA@oai.ca.gov> on 12/03/2004 11:32:08 AM

To: <agranick@cba.ca.gov>
ce:

Subject: RE: Putting a form in regulations - on-iine interactive form

The Administrative Procedure Act was written before anybody even contemplated an
on-line form. In fact, it was written before fax machines became common.
Consequently, it doesn’t provide particularly explicit guidance on these questions, either
for rulemaking entities or for the OAL. You obviously can’t inciude a computer and
monitor in your rulemaking file. Your general approach, therefore, should be to look at
satisfying the intent of the APA—providing the public with a clear opportunity to review
and understand the rules they are being asked to follow.

Regarding submission of the on-line form in the rulemaking file, you will probably have
to use some type of descriptive reference to the on-line form. In terms of public
interest, the question of what information you are seeking is obviously more significant
than the guestion of how the form is laid out. If you cannot print a facsimile of the
interactive form for inclusion in the rulemaking file, you can make a strong argument
that you have provided adequate notice and opportunity to comment if you have a
provision in the regulations saying that there will be an interactive form on-line and that
the information collected will be the same as the information required on the paper
form. Since the question of what information is collected is more important than the
layout of the form, if you take this approach you are complying about as much as you
can. This also makes it clear that you cannot modify the required information for the
on-line form without also amending the paper form, and vice versa, which would require
another rulemaking.

There are a couple of laws governing electronic signatures. One is the federal "E-sign”
law (see attached). Another is the CA Secretary of State regulation on digital
signatures (2 CCR 22000, ef seq.) | don't know which, if either, of these laws would
apply in your case, but you will obviously need to have some way to ensure the validity
of electronic signatures. You could simply adopt the appropriate requirements from an
external law into your regulations (i.e., reprint them as part of your own proposal), or
you could incorporate the governing law by reference.



Bear in mind that if your proposal adopts another jurisdiction’s laws or another state
agency’s regulations through incorporation by reference, it fixes your regulation to the
specific version in effect at the time of your rulemaking. In other words, if you
incorporate the federal E-sign law-as currently. in-effect and the federal govemment
subsequently changes that law, you will either need to require continued cofipl !
with the pre-amendment version incorporated by reference in your rule, or amend-your”
rule to refer to the new version.

| hope this is helpful. Please do not hesitate to contact us if you have further
guestions.

OAL Reference Attorney
<<E-Sign.pdf>>

From: agranick@cba.ca.gov [mailto:agranick@cba.ca.qov
Sent: Friday, December 03, 2004 9:47 AM

To: Reference Attorngy .

Subject Putting aform in reguiat:ons on lme nteractlve form

Y An T g a g ate gn e
[ S R e R N T [

Barbara Eckard called and recommended that 1Fofward this questicn to you. f you wantto call me rather
than e-mall me, | can be reached at (918) 561-1788.- o e e :

[ will be leaving at noon foday, but will be in all next week.

| look foward .to hearing from you.

Aronna Gramck .
Cdliforia Board of Accountancy

S . e b e .
: R 1. » oyt oo apTYet Ay P g e e e e e
- b w i

To:. Barbara Eckard" <beckard@oal ca. gov>
ccr Mary Crocker@BoardOfAccauntancy

Subject: Puttlng a farm in regulatlons

o, ok

Barbara,

Asyouirecall we recently talked about the cp‘uon our (Board of Accountancy) wohld have fo
in regulations. | appreciate all of the help you have provided and hope you had a gre
holiday. | was going over my notes from our last Board meeting, and | realize 2 ques?

‘z‘ be 2]

r puttmg a form

1) In addition f : ,

an on-line, interactive form for practitishers to fill Gut: The:on-hne form wm be‘ set up leL the contents WHL
go directly into a- database. We would be seéki ngfthe same | nforma n.on:both-the:paper-and.( ‘n;,‘limg.&
versions of the form. However I've.been told that s 1
completing it, it might to necessary for tpe ques r ary slightly from
the questions and structure that wouid be used inthe’ ‘aper form. 8o, while all'offfe TRformatien we ¢
would be Tequesting would be the same, there could’ b ariationsari the: larglage e use to request-this
information. How should we approach putting the form-in regs-underthese:circumstances?- Would it be
sufficient to put the paper version of the form in the regs and indicate there will also be an on-line
equivalent?

We have the paper version ready and it could be included with our regs notice, however the on-line
version will need additional time to develop. If we need to have it ready prior fo beginning the rulemaking



process, it could make it difficult for us to have regs in place in time for the January 1, 2006, start date of
the program.

2) The paper version of the form has a place for a signature. The on-line form would have an electronic
signature. How would we address this in regulations. | was considering having a provision in the
regulation which included the language we intend to use for the electronic signature. Would that approach
be acceptable? Is there another, simpler way you could recommend?

| look forward to hearing from you and receiving help with these questions. | recall you indicated that you
would check with people in your office who were knowledgeable about computer and |T questions to see if
you could get more information. I'd be happy to talk directly with that person or forward this e-mail to
them. | look forward to hearing from you regarding how to proceed. If there is someone else | need to
talk to, could you provide the phone number? or they can call me at 561-1788.

Thanks for your help.

- Aronna Granick

- E-Sign.pdf
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Electronic
Signatures in
Global and
National
Commerce Act.
Contracts.

15 USC 7001
note.

15 USC 7001.

Public Law 106-229

106th Congress
An Act
To facilitate the use of electronic records and signatures in interstate or foreign
commerce.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Electronic Signatures in Global
and National Commerce Act”.

TITLE I—ELECTRONIC RECORDS AND
SIGNATURES IN COMMERCE

SEC. 101. GENERAL RULE OF VALIDITY.

(a) IN GENERAL.—Notwithstanding any statute, regulation, or
other rule of law (other than this title and title II), with respect
to any transaction in or affecting interstate or foreign commerce——

(1) a signature, contract, or other record relating to such
transaction may not be denied legal effect, validity, or enforce-
ability solely because it is in electronic form; and

(2) a contract relating to such transaction may not be
denied legal effect, validity, or enforceability solely because
an electronic signature or electronic record was used in its
formation.

{b) PRESERVATION OF RIGHTS AND OBLIGATIONS.—This title does
not—

{1) limit, alter, or otherwise affect any requirement imposed
by a statute, regulation, or rule of law relating to the rights
and obligations of persons under such statute, regulation, or
rule of law other than a requirement that contracts or other
records be written, signed, or in nonelectronie form; or

(2) require any person to agree to use or accept electronic
records or electronic signatures, other than a governmental
agency with respect to a record other than a contract to which
it is a party.

{c) CONSUMER DISCLOSURES.~

(1) CONSENT TO ELECTRONIC RECORDS.—N otmthstand_mg
subsection (a), if a statute, regulation, or other rule of law
requires that information relamng to a transaction or trans-
actions in or affecting interstate or foreign commerce be pro-
vided or made available to a consumer in writing, the use
of an electronic record to provide or make available (whichever
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i8 required) such information satisfies the requirement that
such information be in writing if—
(A) the consumer has affirmatively consented to such
use and has not withdrawn such consent;
(B) the consumer, prior to consenting, is provided with
a clear and conspicuous statement—

1) informing the consumer of (I) any right or option
of the consumer to have the record provided or made
available on paper or in nonelectronic form, and (IT)
the right of the consumer to withdraw the consent
to have the record provided or made available in an
electronic form and of any conditions, consequences
{which may include termination of the parties’ relation-
ship), or fees in the event of such withdrawal;

(ii) informing the consumer of whether the consent
applies (I) only to the particular transaction which
gave rise to the obligation to provide the record, or
(IT) to identified categories of records that may be
prowded or made available dufing the course of the
parties’ relationship;

(iii) describing the procedures ‘the consumer must
use to withdraw consent as provided in clause (i) and
~to; update information needed to contact the consumer
electromcally, and

- {iv) informing the consumer (I) how, after the con-
sent the consumer may, upon request, obtam a paper
copy of an electronic recorg and (II) whether any fee
will be charged for such copy; '

(C) the consumer—: < -
i @) 1;:ln:'lor to consenting, is pr@wded vnth a statement
: af the hardware and software reqmrements for access
+. rit.and retention of the electronic records; and

1 i) consents electromcally, ar con:ﬁrms lns or her
consent -electronically, in a mander that reasonably
- demonstrates that the consumer can access information
in the electronic form that will be used fo provide
‘[:hf?i information that is the subject of the consent;
an
(D) after the consent of a consumer in accordance
with subparagraph (A), if a change in the hardware or
software requirements needed to access or retain electronic
-records creates a material risk that the consumer will
,;n@t; bé.able to.access or retain a subsequent electronic
zeco:nd that was the subject of ‘the consent, the person
pmwdmg the electronic record

th'd s’satement of (1)
s x are, ) requzrements for
- s to and retenfion of the & onic records, and
(IT) the right to withdraw conseni: without the imposi-
tion of any fees for such withdrawal and ‘without the
- imposition -of any condifion or conseguence that was
not disclosed finder subparagraph (B)i); and’
(i) again comphes with subparagraph {CJ
(2 O‘I’HER RIGHTS.—~ |
{A) PRESEEVATION OF CONSUMER  PROTECTIONS.—
No’thmg in this title affects the content or timing of any
disclosure or other record required to be provided or made
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available to any consumer under any statute, regulation,

or other rule of law.

(B) VERIFICATION OR ACKNOWLEDGMENT.—If a law that
was enacted prior to this Act expressly requires a record
to be provided or made available by a specified method
that requires verification or acknowledgment of receipt,
the record may be provided or made available electronically
only if the method used provides verification or acknowledg-
ment of receipt (whichever is required).

(3) EFFECT OF FAILURE TO OBTAIN ELECTRONIC CONSENT
OR CONFIRMATION OF CONSENT.—The legal effectiveness,
validity, or enforceability of any contract executed by a con-
sumer shall not be denied solely because of the failure to
obtain electronic consent or confirmation of consent by that
consumer in accordance with paragraph (1)(C)(ii).

{4) PROSPECTIVE EFFECT.—Withdrawal of consent by a con-
sumer shall not affect the legal effectiveness, validity, or
enforceability of electronic records provided or made available
to that consumer in accordance with paragraph (1) prior to
implementation of the consumer’s withdrawal of consent. A
consumer’s withdrawal of consent shall be effective within a
reasonable period of time after receipt of the withdrawal by
the provider of the record. Failure to comply with paragraph
(1)D) may, at the election of the consumer, be treated as
a withdrawal of consent for purposes of this paragraph.

(5) PRIOR CONSENT.—This subsection dees not apply to
any records that are provided or made available to a consumer
who has consented prior to the effective date of this title to
receive such records in electronic form as permitted by any
statute, regulation, or other rule of law.

{6) ORAL COMMUNICATIONS ~An oral communication or a
recording of an oral communication shall not qualify as an
electronic record for purposes of this subsection except as other-
wise provided under applicable law.

(d) RETENTION OF CONTRACTS AND RECORDS.—

{1) ACCURACY AND ACCESSIBILITY —If & statute, regulation,
or other rule of law requires that a contract or other record
relating to a transaction in or affecting interstate or foreign
commerce be retained, that requirement is met by retaining
an electronic record of the information in the contract or other
record that—

(A) accurately reflects the information set forth in the
contract or other record; and

(B) remains accessible to all persons who are entitled
to access by statute, regulation, or rule of law, for the
period required by such statute, regulation, or rule of law,
in a form that is capable of being accurately reproduced
for later reference, whether by transmission, printing, or
otherwise.

(2) EXCEPTION.—A requirement to retain a contract or other
record in accordance with paragraph (1) does not apply to
any information whose sole purpose is to enable the contract
or other record to be sent, communicated, or received.

(3) OricINALS.—If a statute, regulation, or other rule of
law requires a contract or other record relating to a transaction
in or affecting interstate or foreign commerce to be provided,
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avallable or retained in its original fcrm, or prques con-

sequences if the contract or other record is not provided, avail-

able, or retained in its.original form, that statute, regulation,

or rule of law is satisfied by an electronic.vecord. that complies

with paragraph (1), , . .

i (4) CHECKS. it a statute, regulatmn or other rule of law
requires the retention of a check, that requirement is satisfied

by retention of an electronic record of the information on the

%"rt;nt and back of the check in accordance with paragraph

1

(e) ACCURACY AND ABILITY TO RETAIN CONTRACTS AND OTHER
RECORDS. —Notwithstanding subsection (a), if a statute, regulation,
or other rule of law requires that a contract or other record relating
to a transaction in or affecting interstaté or foreign commerce
be in writing, the legal effect, validity, or enforceability of an
electronic record of such contract or other record may be denied
if such electronic record is not in a form that is capable of being
retained and accurately reproduced for later reference by all parties
or persons who are entitled to retain the contract or other record.

(0 ProxmiTy.—Nothing in this title affects the proximity
required by any statute, regulation, or other rule of law with
respéct to any warning, notlce dlsélosure, or other record required
to be posted, displayed, or pubhcly affized.

(g) NOTARIZATION AND ACKNOWLEDGMENT.—If a statute, regula-
tion, or other rule of law requires a signature or record relating
to a transaction in or affecting interstate or foreign commerce
o be notarized, acknowledged, verified, or made under oath, that
reqmrement is satisfied if the electronic signature of the person
duthorized to perform those acts, toge’chel with all other information
reqmred to be included by other applicable statute, regulation,
6r rulé of law, is ati;ached ’to T loglca,l’ly assoma“hed mth ‘l;he 51gna-
ture or record. '

“fH) ELECTRONIC AGENTS —A contraet or other record relamng
to a transaction in or affecting interstate of foreign .commerce
may not be denied legdl efféct, validity, or enforceability solely
bécause its formation, creation, or delivery involved the action of
orie ‘or more electronic agents so long 'as the action of any such
electromn agent id legally attributable to the person to be bound.

' (i) INSURANCE.—It ig the specifi¢ intent of the Congress that Applicability.
tbi’s title and title II apply to the business of insurance.

(j) INSURANCE AGENTS AND BROKERS.—An insurance agent or
broker acting under the direction of ‘a party that enters into a
contract by means of an electronic record or electromic signature
may not be. held Hable for any deficiency-in the electronic procedures
agreed to by the parties underthat-confractif— .

a (1) the agent-or broker has net engaged in, neghgent reck-
1ess or intentional tartlous conduct; Ty
(2) the agent or broker was not mvolved in the davelopment
or estabhshment of such electronic procedures; and
s (8) the agent or broker did not deviate from such proce—
ures: Yottt I vheny .

SEC. 102. EEMPTION TO PREEI\M’TION ) 15 USC 7002,

(a) IN GENERAL —A State statute regulatmn or ‘other rule
of law may modify; limit, or supersede the provisions of .section
101 with respect to State law only if such statute, regulation,
or rule of law—
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15 USC 7008.

(1) constitutes an enactment or adoption of the Uniform
Electronic Transactions Act as approved and recommended for
enactment in all the States by the National Conference of
Commissioners on Uniform State Laws in 1999, except that
any exception to the scope of such Act enacted by a State
under section 3(b)(4) of such Act shall be preempted to the
extent such exception is inconsistent with this title or title
II, or would not be permitted under paragraph (2)(A)ii) of
this subsection; or

(2)A) specifies the alternative procedures or requirements
for the use or acceptance (or both) of electronic records or
electronic signatures to establish the legal effect, validity, or
enforceability of contracts or other records, if—

(i) such alternative procedures or requirements are
consistent with this title and title IT; and

(ii) such alternative procedures or requirements do not
require, or accord greater legal status or effect to, the
implementation or application of a specific technology or
technical specification for performing the functions of cre-
ating, storing, gemerating, receiving, communicating, or
autdhenticaﬁng electronic records or electronic signatures;
an

(B) if enacted or adopted afier the date of the enactment
of this Act, makes specific reference to this Act.

(b) EXCEPTIONS FOR ACTIONS BY STATES AS MARKET PARTICI-
PANTS.—Subsection (a)(2)(A){i) shall not apply to the statutes, regu-
lations, or other rules of law governing procurement by any State,
or any agency or instrumentality thereof.

{¢) PREVENTION OF CIRCUMVENTION.—Subsection (a) does not
permit a State to circumvent this title or fitle II through the
imposition of nonelectronic delivery methods under section 8(b)(2)
of the Uniform Electronic Transactions Act.

SEC. 103. SPECIFIC EXCEPTIONS.

{(a) EXCEPTED REQUIREMENTS.~—The provisions of section 101
shall not apply to a contract or other record to the extent it is
governed by—

{1} a statute, regulation, or other rule of law governing
the creation and execution of wills, codicils, or testamentary
trusts;

(2) a State statute, regulation, or other rule of law gov-
erning adoption, divorce, or other matters of family law; or

{3} the Uniform Commercial Code, as in effect in any State,
other than sections 1-107 and 1-206 and Articles 2 and 2A.
(b} ADDITIONAL EXCEPTIONS.~The provisions of section 101

shall not apply to—

(1) court orders or notices, or official court documents
(including briefs, pleadings, and other writings) required to
be executed in connection with court proceedings;

(2) any notice of—

(A) the cancellation or termination of utility services
(including water, heat, and power);

(B) default, acceleration, repossession, foreclosure, or
eviction, or the right to cure, under & credit agreement
secured by, or a rental agreement for, a primary residence
of an individual;
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£C) the cancellatlon or termination of health insurance
or benefits or life insurance benefits (excluding annmtles),
or
(D) recall of a product, or materla.'l fanlure of a product
that risks endangering health or safety; or
‘ (8) any document required to accompany any transportation
or handling of hazardous materials, pesticides, or other toxic
or dangerous materials.
(¢) REVIEW OF EXCEPTIONS.—

. {1) EVALUATION REQUIRED.—The Secretary of- Commerce
acting through the Assistant Secretary for Communications
and Information, shall review the operation of the exceptions
in subsections (a) and (b) to evaluate, over a period of 3 years,
whether such exceptions continue to be necessary for the protec-
 tion of consumers. Within 8 years after the date of enactment Deadline.
‘of this Act, the Assistant Secretary shall submit a report to Reports.
the Congress on the results of such evaluation.

(2) DETERMINATIONS —If a Federal regulatory agency, with
respect to matter within its jurisdiction, detérmines after notice
and an opportunity for public comment, and publishes a finding,
that one or more such exceptions are no longer necessary for
the protection of consumers and eliminating such exceptions
will not inecrease the material risk of harm to consumers, such
agency may extend the application of section 101 to the « excep«
_tions identified i in such ﬁndmg

SEC. 104. APPLICABILITY TO FEDERAL AND STATE GOVERNMENTS., 15 USC 7004.

(a) FILING AND ACCESS REQUIREMENTS.—Subject to subsection
(c)2), rothing in this title limits or supersedes amy requirement
bY: 'a Federal regulatory ‘agency; selfiregulatory -organization; -or:
Sta‘t:e* regulatory ‘agency that records be filed with such -agency
or organization in accordante with 'specified standards or formats.

{b) PRESERVATION OF EXISTING RULEMAKING AUTHORITY.—

(1) USE OF AUTHORITY TO INTERFRET,—Subject to paragraph

(2) and subsection (c), a Federal regulatory agency or State

regulatory agency that is responsible for rulemaking under

any other statute may interpret section 101 with respsct to
such statute through—
- (A) the issuance of regulations pursuant to a statute;

or

(B) to the extent such agency is authorized by statute
to issue orders or guidance, the issuance of orders or guid-
ance of genmeral applicability that are publicly available
and published (in the Federal Register in the case of an
order or guidance issued by a Federal regulatory agency).
This paragraph does not grant any Federal regulatory agency
~or; State regulatory agency authority.do. issue regulations,
orders; or guidance pursuant to any statute that does not

authorize such.i issuanee; "

(2) LIMITATIONS ON INTERPRETATION AUTHOR.I’I‘Y —Notwith-
standing .paragraph (1), a Federal regulatory agency shall not
adopt any regulation, order, or guidance described in paragraph
(1), and a State regulatory agency is preempted by section
101 from ‘adopting any regulation, order, or guidance described
in paragraph (1), unless—

a) such regulation, or der, or guidance is consistent

with section 101;
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(B) such regulation, order, or guidance does not add
to the requirements of such section; and

(C) such agency finds, in connection with the issuance
of such regulation, order, or guidance, that—

(i) there is a substantial justification for the regula-
tion, order, or guidance;

(ii) the methods selected to carry out that
purpose—

(1) are substantially equivalent to the require-
ments imposed on records that are not electromic
records; and

(II) will not impose unreasonable costs on the
acceptance and use of electronic records; and
(ii1) the methods selected to carry out that purpose

do not require, or accord greater legal status or effect
to, the implementation or application of a specific tech-
nology or technical specification for performing the
functions of creating, storing, generating, receiving,
comrmunicating, or authenticating electronic records or
electronic signatures,

(3) PERFORMANCE STANDARDS.—

(A} ACCURACY, RECORD INTEGRITY, ACCESSIBILITY—
Notwithstanding paragraph (2)(C)(iii), a Federal regulatory
agency or State regulafory agency may interpret section
101(d) to specify performance standards to assure accuracy,
record integrity, and accessibility of records that are
required to be retained. Such performance standards may
be specified in a manner that imposes a requirement in
violation of paragraph (2)C)(iil) if the requirement (i)
serves an important governmental objective; and (i) is
substantially related to the achievement of that objective.
Nothing in this paragraph shall be construed to grant
any Federal regulatory agency or State regulatory agency
authority to require use of a particular type of software
or hardware in order to comply with section 101(d).

(B) PAPER OR PRINTED FORM.—Notwithstanding sub-
section (c)}(1), a Federal regulatory agency or State regu-
latory agency may interpret section 101(d} to require
retention of a record in a tangible printed or paper form
i

(i) there is a compelling governmental interest
relating to law enforcement or national security for
imposing such requirement; and

(1) imposing such requirement is essential to
attaining such interest.

(4) EXCEPTIONS FOR ACTIONS BY GOVERNMENT AS MARKET
PARTICIPANT.—Paragraph (2)(C)iii) shall not apply to the stat-
utes, regulations, or other rules of law governing procurement
by the Federal or any State government, or any agency or
instrumentality thereof.

(¢) ADDITIONAL LIMITATIONS.~—

(1) REDMPOSING PAPER PROHIBITED.—Nothing in subsection
{b) (other than paragraph (3)B) thereof) shall be construed
to grant any Federal regulatory agency or State regulatory
agency authority to impose or reimpose any reguirement that
a record be in a tangible printed or paper form.
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(2) CONTINUING OBLIGATION UNDER GOVERNMENT PAPER-
WORK ELIMINATION  ACT, —Nothmg in subsection (a) or (b)
relieves any Federal regulatory agency. of its dbhgatmns under
the Government .Paperwork Elimination Act (title XVII of
Public Law 105--277).

(d) AurHoriTy To ExgmMpr FroM CONSENT PROVISION —

(1) IN GENERAL.—A Federal regulatory agency may, with
respect-to matter within its jurisdiction, by régulation or order
issued after notice and an opportunity for public comment,
exerapt without condition a specified category or type of record
from the requirements relating to consent in section 101(c)
if such exeroption is nmecessary to eliminate a substantial burden
on electronic commerce and will not increase the material risk
©of harm to consumers.

(2) ProsPECTUSES.—Within 80 days after the date of enact- Deadline.

" ment of this Act, the Securities and Exchange Commission Regulations.

“ghall issue a regulation or order pursuant to paragraph (1)

exempting from section 101(c) any records that are required
to be provided in order to allow advertiging, sales literature,
or other information conecerning a security issued by an invest-
ment company that is registered under the dnvestment Com-
pany Act of 1940, or concerning the issuer ‘thereof, to be
‘excluded from the definition of a prespectus under section
2(a)10)(A) of the Securities Act of 1938.

" (g) ELECTRONIC LETTERS OF AGENCY.-~The Federal Commu-
nicdtions Commission shall not hold any contract for telecommuni-
cations service or letter of agency for a preferred carrier change,
that otherwise complies with the Commission's rules, to-be legally
: ctive, invalid, or unenforceable solely because an electronic
d or electromc mgnature was*usedan its-formation or authoriza-

SEC."IUE. STUDIES. Deadlines.

(a) DELIVERY —Within 12 months after the date of the enact- %Eag?c 7008

mient - of this Act, the Secretary of Commerce shall conduct an
mqulry regardmg the effectweness of the delivery of electronic
records to consumers using electronic mail as compared with
delivery of written records via the United States Postal Service
and private express mail services. The Secretary shall submit a8 Reports.
report to the Congress regarding the results of such inquiry by
the conclusion of such 12-month perlod

(b) STUDY OF ELECTRONIC CONSENT.—~Within 12 months after Reports.
the date of the enactmerit of this Act, “‘e Secretary of Commerce
and, the Federal Trade. Com‘mlssmn it a‘ report to the

4 ns fmposed
on electromc cammerce by that provisioti; Whether “the benefits
outweigh the burdens; whether the absence of the procedure
required by section 101(0)(1)(0}(11) would increase’ hje inc1éence
of fraud directed against consumers; and suggesting any revisions
to.the provision deemed appropmate by the Secretary and the
Commlssmn In conducting this evaluation, thé Secretary and the Public
Commission shall solicit comment from the general public, consumer information.
representatives, and electronic commerce businesssés.
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15 UBC 7008. SEC. 106. DEFINITIONS.

For purposes of this title:

(1) ConsuMER.—The term “consumer” means an individual
who obtains, through a transaction, products or services which
are used primarily for personal, fammly, or household purposes,
and also means the legal representative of such an individual.

(2) ELECTRONIC.—The term “electronic” means relating to
technology having electrical, digital, magnetic, wireless, optical,
electromagnetic, or similar capabilities.

(3) ELECTRONIC AGENT.~The term “electronic agent” means
a computer program or an electronic or otheér automated means
used independently to initiate an action or respond to electronic
records or performances in whole or in part without review
or action by an individual at the time of the action or response.

(4) ELECTRONIC RECORD.-—The term “electronic record™
means a contract or other record created, generated, sent,
communicated, received, or stored by electronic means.

(5) ELECTRONIC SIGNATURE.—The term “electronic signa-
ture” means an electronic sound, symbol, or process, attached
to or logically associated with a contract or other record and
execuc‘lced or adopted by a person with the intent to sign the
record.

(6) FEDERAL REGULATORY AGENCY.-—The term “Federal
regulatory agency” means an agency, as that term is defined
in section 552(f) of title 5, United States Code.

(7) INPORMATION.—The term “information” means data,
text, images, sounds, codes, computer programs, software, data-
bases, or the like.

(8) PERSON.—The term “person” means an individual, cor-

oration, business trust, estate, trust, partnership, limited
iability company, association, joint venture, governmental
agency, public corporation, or any other legal or commercial
entity.

(9) RECORD.—The term “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.

{10) REQUIREMENT—The term “requirement” includes a
prohibition.

(11) SELF-REGULATORY ORGANIZATION.—The term “self-
regulatory organization” means an organization or entity that
is not a Federal regulatory agency or a State, but that is
under the supervision of a Federal regulatory agency and is
authorized under Federal law to adopt and administer rules
applicable to its members that are enforced by such organiza-
tion or entity, by a Federal regulatory agency, or by another
self-regulatory organization.

(12) STATE.—The term “State” includes the District of
Columbia and the territories and possessions of the United
States.

(13) TransaCTION.—The term “transaction” means an
action or set of actions relating to the conduct of business,
consumer, or commercial affairs between two or more persons,
including any of the following types of conduct—

(A) the sale, lease, exchange, licensing, or other disposi-
tion of (i) personal property, including goods and intangi-
bles, (i) services, and (iii) any combination thereof, and
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(B) the sale, lease, exchange, or other disposition of
any interest in real property, or any combination thereof.

SEC 107. EFFECTIVE DATE. \V 15 USC 7001

(a) IN GBNERAL.—Ezxcept as provided in subsection (b), this note.
title shall be effective on October 1, 2000.
(b) EXCEPTIONS. — .

(1) RECORD RETENTION.—

(A) IN GENERAL.—Subject to subparag'raph (B), this
title shall be effective on March 1, 2001, with respect
to a requirement that a record be retained imposed by—

(i) a Pederal statute, regulation, or other rule of

law, or
(ii) a State statute, regulation, or other rule of
law administered or promulgated by a State regulatory

agency.
: (B) DELAYED EFFECT FOR PENDING RULEMAKINGS.—If
“-: on March 1, 2001, a Federal regulatory agency or State
regulatory agency has announced, proposed, or initiated,
but not completed, a rulemaking proceeding te prescribe

a regulation under section 104(b)(3) with respect to a

requirement described in subparagraph (A), this title shall

be effective on June 1, 2001 with respect to such require-
ment.

(2) CERTAIN GUARANTEED AND INSURED LOANS —With
regard to any transaction involving a loan guarantee or loan
guarantee commitment (as those terms are defined in section
502.of the Federal Credit Reform Act of 1990), or inyolving

“- & program listed in'the Federal Credit Supplement, Budget
United States, FY 2001, 'this title applies only to such
; actions entered mto and to .any loan or mortgage made,
1nsured or guaranteed by the United States Government there-
n a_nd after one year after the date of enactment of

“(3) STUDENT LOANS.—With respect to any records that are
provided or made available to a consumer pursuant to an
dpplicatiori for 4 loan, or a loan made, pursuant to title IV
of the Higher Education Act of 1965, section 101(c) of this
Act-ghall not apply until the earlier of—

(A) such time as the Secretary of Education publishes
revised promissory motes under section 432(m) of the
Higher Eduication Act of 1965;.0r

(B) one year after the date of enactment of th.ls Act.

TITLE II—TRANSFERABLE RECORDS

SEC.’201. TRANSFERABLE RECORDS T ) 8 15 USC 7021.

(a).DEFINITIONS.—F or purposes of this section:
. g (1) TRANSFERABLE RECORD;—The term “transferable record”
means an electronic record that—
(A) would be a noté under Article. 3 of the Uniform
Commercial Code if the electronic record were in writing;
(B) the issuer of the electronic record expressly has
agreed is a transferable record; and
(C) relates to a loan secured by real property.
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A transferable record may be executed using an electronic

signature.

(2) OTHER DEFINITIONS.—The terms “electronic record”,
“glectronic signature”, and “person” have the same meanings
provided in section 106 of this Act.

{(b) CONTROL.—A person has control of a transferable record
if a system employed for evidencing the transfer of interests in
the transferable record reliably establishes that person as the per-
son to which the transferable record was issued or transferred.

{c) CONDITIONS —A system satisfies subsection (b), and a person
is deemed to have control of a transferable record, if the transferable
record is created, stored, and assigned in such & manner that—

(1) a single authoritative copy of the transferable record
exists which is unique, identifiable, and, except as otherwise
provided in paragraphs (4), (5), and (8), unalterable;

(2) the authoritative copy identifies the person asserting
control ag—

(A) the person to which the transferable record was
issued; or

(B) if the authoritative copy indicates that the transfer-
able record has been transferred, the person to which the
transferable record was most recently transferred;

(8) the authoritative copy is communicated to and main-
Eined by the person asserting control or its designated custo-

an;

(4) copies or revisions that add or change an identified
assignee of the authoritative copy can be made only with the
consent of the person asserting control;

(5) each copy of the authoritative copy and any copy of
a copy is readily identifiable as a copy that is not the authori-
tative copy; and

(6) any revision of the authoritative copy is readily identifi-
able as authorized or unauthorized.

{d) STATUS AS HOLDER.~Except as otherwise agreed, a person
having control of a transferable record is the holder, as defined
in section 1-201(20) of the Uniformm Commercial Code, of the
transferable record and has the same rights and defenses as a
holder of an equivalent record or writing under the Uniform
Commercial Code, including, if the applicable statutory require-
ments under section 3-302(a), 9-308, or revised section 9-330 of
the Uniform Commercial Code are satisfied, the rights and defenses
of a holder in due course or a purchaser, respectively. Delivery,
possession, and endorsement are not reguired to obtain or exercise
any of the rights under this subsection.

(e} OBLIGOR RiGHTS.—Ezxzcept as otherwise agreed, an obligor
under a transferable record has the same rights and defenses as
an equivalent obligor under equivalent records or writings under
the Uniform Commercial Code.

(f) Proor oF CONTROL~If requested by a person against which
enforcement is sought, the person seeking to enforce the transfer-
able record shall provide reasonable proof that the person is in
control of the transferable record. Proof may include access to
the authoritative copy of the transferable record and related busi-
ness records sufficient to review the terms of the transferable
record and to establish the identity of the person having control
of the transferable record.



PUBLIC LAW 106-229—JUNE 30, 2000 114 STAT. 475

(g) UCC REFERENCES.~—For purposes of this subsechon, all
references to the Uniform Commercial Code are.to the Utiiform
Commermal Code as in effect in the Junsdmtlon the law .of which
governs the transferable record. .

SEC. 202. EFFECTIVEDATE. =~ ‘ ‘ 15 USC 7021
Thls *t;ltle shall be effective 90 days afher the date of enactment "

TITLE III—-PROMOTION OF INTER-
NATIONAL ELECTRONIC COMMERCE

SEC 3o1. PRINCIPLES GOVERNING THE USE OF ELECTRONIC SIGNA- 15 USC 7031
TURES IN INTERNATIONAL TRANSACTIONS.

(a) PROMOTION OF ELECTRONIC SIGNATURES,~——

{1) REQUIRED ACTIONS.—The Secretary of Commerece shall
promote the acceptance and use, on an international basis,
of electronic signatures in accordance with the principles speci-
fied in paragraph (2) and in a manner consistent with section
101 of this Act. The Secretary of Commerce shall take all
actions necessary in a manner consistent with such principles
to eliminate or reduce, to the maximum extent possible, the
impediments to commerce in electronic signatures, for the pur-
‘pose of facilitating the development of interstate and foreign
commerce.

" (2) Provcrpres.—The prmmples speczﬁed in this paragraph
“gre the following: -

(A) Remove paper-based obstac}es to electronit trans-
actions by adoptihg relevant primciples from the Model
Law on Electronic Coritnerce adeopted 1n 1996 by the United

‘ Nati*oﬁé%Coizmﬁ‘s'éién on Internationdl Trade Law.

(B) Permit parties to a transaction to détermine thé
appmpna‘ce authentication technologies and mplementa—
1161 "moléls for fheir transactions; with assuranés thet
those téthnologies and mplementatmn ‘models will be rec-
ogniZed and enforced.

(C) Permit parties to a transaction to have the oppor-

. tunity 1o prove in court or other proceedings that their

_ authentication approaches and their transactions are valid.
(D) Take a nond1scnmmatcry appreach to -électronic
, ijhnsélc‘«

of electromc slgnatu;re products and Semces and Dther mterested
pérsons,

(c) DERINITIONS.—AS used in this sechon, the ‘berms electromc
record” ‘and “eleétronic signature” have the same meanings provide

in section. 108 of this Act.
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TITLE IV—COMMISSION ON ONLINE
CHILD PROTECTION

SEC. 401. AUTHORITY TO ACCEPT GIFTS.

Section 1405 of the Child Online Protection Act (47 U.S.C.
231 note) is amended by inserting after subsection (g) the following
new subsection: :

“h) Grprs, BEQUESTS, aND DEVISES—The Commission may
accept, use, and dispose of gifts, bequests, or devises of services
or property, both real (including the use of office space) and per-
sonal, for the purpose of aiding or facilitating the work of the
Commission. Gifts or grants not used at the termination of the
Commission shall be returned to the donor or grantee.”.

Approved June 30, 2000.

LEGISLATIVE HISTORY~S. 761 (FL.R. 1714}

HOUSE REPORTS: No. 106-341, accompanying HL.R, 1714, Pt. 1 (Comm. on Com-
merce) and Pt. 2 (Comum. on the Judiciary}.
SENATE REPORTS: Nos. 106-131 (Comm. on Commerce, Science, and Transpor-
tation) and 106-661 (Comm. of Conference).
CONGRESSIONAL RECORD:
Vol. 145 (1998): Nov. 19, considered and passed Senate.
Vol. 146 (2000} Feb. 16, considered and passed House, amended, in leu of
HR. 1714,
June 14, House agreed to conference report.
June 15, 16, Senate considered and agreed to conference

report.
WEEKLY COMPILATION OF PRESIDENTIAL DOCUMENTS, Vol. 36 (2000):
June 30, Presidential remarks and statement. .
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(a) For purposes of this chapter, and uniess the context expressly indicates otherwise:

(1) “Digitally-signed communication” is a message that has been processed by a computer in such a manner that
ties the message to the individual that signed the message. -

(2) “Message” means a digital representation of information intended to serve as a written communication with
a public entity.

(3) “Person” means a human being or any organization capable of signing a document, either legally or as a
matter of fact.

(4) “Public entity” means the public entity as defined by California Government Code Section 811.2.

(5) “Signer” means the person who signs a digitally signed communication with the use of an acceptable
technology to uniquely link the message with the person sending it.

(6) “Technology” means the computer hardware and/or software-based method or process used to create digital
signatures.

%

o e
NOTE

Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code,

HISTORY
1. New chapter 10 (sections 22000-22005) and section filed 6-12-98; operative 6-12-98 pursuant to Government Code
section 11343.4(d) (Register 98, No. 24).

§22001. Digital Signatures Must Be Created by an Acceptable Technolegy.

(a) For a digital signature to be valid for use by a public entity, it must be created by a technology that is
acceptable for use by the State of California.

NOTE
Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

HISTORY

1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code section 11343.4(d) (Register 98, No. 24).

§22002. Criteria for State to Determine if a Digital Signature Technology Is Acceptable for Use by Public
Entities.

>



(a) An acceptable technology must be capable of creating signatures that conform to requirements set forth in
California Government Code Section 16.5, specifically,

(1) It is unique to the person using it;
(2) It is capable of verification;

(3) It is under the sole control of the person using it; S
(4)It is linked to data in such-a manner that if the data are changed, the digital signature is mvahdated B

- el

(5) It conforms to Title 2, Division 7, Chapter 10 of the California Code of Regulations.

NOTE
Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

HISTORY
1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code séction 11343 4(d) (Register 98, No. 24).

§22003. List of Acceptable Technologies. i

« Note = I—Ilstor
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(a) The technology known as Public Key Cryptography is an acceptable technology for use by public entities in

California, provided that-the ‘digital signatute 1s created consistént with the provmoris St "ctlo\ 22003’(21)1
(1) Definitions -- For purposes of Section 22003(a), and unless the context expressly indicates otherwise:

(A) “Acceptable Certification Authorities” means a c;erﬁﬁcaﬂon a_pthoqty that meets the reqmremgnfts of either,
Section 22003(a)6(C) or Section 22003(a)6(D). ‘ - : e e

(B) “Approved List of Certification Authorities” means the list of Certification Authorities approved by the
Secretary of State to issue certification for digital signature transactions 1nv01vmg public entities in California.

(C) “Asymmetric cryptosystem” means a computer algorithm or series of algorithms which utilize two different
keys with the following characteristics:-

(i) one key signs a given message;

(i1) one key verifies a given message; and,

(iii) the keys have the property that, knowing.one key, itis computationally infeasible to discover the other key.
(D) “Certificate” means a computer-based record which:
(i) identifies the certification authority issuing it;

(ii) names or identifies its subscriber;

(111) contams the sub§¢F1b§r 8 pubhc key; and

(1v) is d1g1ta11y swned by the cermﬁca’non authonty 1ssu1ng or amendmg 1t and

(v) conforms to widely-used industry standards, including, but not limited to ISO x.509 and PGP certificate
standards.

(E) “Certification Authority” means a person or entity that issues a certificate, or in the case of certain
certification processes certifies amendments to ah existing certificate.

(F) “Key pair” means a private key and its corresponding public key in an asymimetric cryptosystem. The keys
have the property that the public key can verify a digital signature that the private key creates.

(G) “Practice statement” means documentation of the practices, procedures and controls employed by a
Certification Authority.
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" (I) “Proof of Identification” means the document or documents presented to a Certification Authority to
establish the identity of a subscriber.

(J) “Public key” means the key of a key pair used to verify a digital signature.

(K) “Subscriber” means a person who:

‘1) is the subject listed in a certificate;

(i) accepts the certificate; and \
(iii) holds a private key which corresponds to a public key listed in that certificate.

(2) California Government Code §16.5 requires that a digital signature be "unique to the person using it'. A
public key-based digital signature may be considered unique to the person using it, if:

(A) The private key used to create the signature on the document is known only to the signer, and

(B) the digital signature is created when a person runs a message through a one-way function, creating a
message digest, then encrypting the resulting message digest using an'asymmetrical cryptosystem and the
signer's private key, and,

(C) although not all digitally signed communications will require the signer to obtain a certificate, the signer is

capable of being issued a certificate to certify that he or she controls the key pair used to create the signature,
and

(D) it is computationally infeasible to derive the private key from knowledge of the public key.

(3) California Government Code §16.5 requires that a digital signature be “capable of verification'. A public-key
based digital signature is capable of verification if:

(A) the acceptor of the digitally signed document can verify the document was digitally signed by using the
signer's public key to decrypt the message; and

(B) if a certificate is a required component of a transaction with a public agency, the issuing Certification
Authority, either through a certification practice statement or through the content of the certificate itself, must
identify which, if any, form(s) of identification it required of the signer prior to issuing the certificate.

(4) California Government Code §16.5 requires that the digital signature remain “under the sole céontrol of the

serson using it'. Whether a signature is accompanied by a certificate or not, the person who holds the key pair,
or the subscriber identified in the certificate, assumes a duty to exercise reasonable care to retain control of the
private key and prevent its disclosure to any person not authorized to create the subscriber's digital signature
pursuant to Evidence Code Section 669.

(5) The digital signature must be linked to the message of the document in such a way that if the data are
changed, the digital signature is invalidated.

(6) Acceptable Certification Authorities

(A) The California Secretary of State shall maintain an “Approved List of Certificate Authorities™ authorized to
issue certificates for digitally signed communication with public entities in California.

(B) Public entities shall only accept certificates from Certification Authorities that appear on the “Approved
List of Certification Authorities” authorized to issue certificates by the California Secretary of State.

(C) The Secretary of State shall place Certification Authorities on the “Approved List of Certification
Authorities” after the Certification Authority provides the Secretary of State with a copy of an ungualified
performance audit performed in accordance with standards set in the American Institute of Certified Public
Accountants (AICPA) Statement on Auditing Standards No. 70 (S.A.S. 70) “Reports on the Processing of
Service Transactions by Service Organizations” (1992) to ensure that the Certification Authorities' practices and
policies are consistent with the Certifications Authority's stated control objectives. The AICPA Statement on
Auditing Standards No. 70 (1992) is hereby incorporated by reference.

(1) Certification Authorities that have been in operation for one year or less shall undergo a SAS 70 Type One
audit -- A Report of Policies and Procedures Placed in Operation, receiving an unqualified opinion.

(ii) Certification Authorities that have been in operation for longer than one year shall undergo a SAS 70 Type
Two audit -- A Report Of Policies And Procedures Placed In Operation And Test Of Operating Effectiveness,
ceceiving an ungualified opinion.

(iii) To remain on the “Approved List of Certification Authorities™ a Certification Authority must provide proof

of compliance with Section 20003(a)(6)(C)(i1) to the Secretary of State every two years after initially being
piaced on the list.



(D) In lieu of completing the auditing requirement in Section 22003(a)(6)(C), Certification Authorities may be.
placed on the “Approved List of Certification Authorities” upon providing the Secretary of State with proof 6f
accreditation that has been conferred by a national or international accreditation body that the Secretary of State
has determined utilizes accreditation criteria-that are consistent with the requirements of Section. 22@@3(21)(1)

4. e
(i) Certification Authorities shall be removed from the “Approved List of Acceptable Certifications Authormes” -
unless they provide current proof of accreditation to the Secretary of State at least once per year. . ey

(i) If the Secretary of State is informed that a Certification Authority has had its accredltahon revoked the y

Certification Authority shall be removed from the “Approved Llst of Certlﬁcatlon Auﬂ10r1t1es” immedlately

(b) The technology known as “Slgnature Dyn" ) :
California, provided that the mgna‘cure 1s created consistert with the prov151ons in Seotlon 22003 (b}(l) (55
(1) Definitions -- For the f purposes of Sectlon ZﬁOOB(b) and unless 'the conte teXpreésly 1ndxce’tek ofhenﬁlse‘ ‘
(A) “Handwriting Measurements” means the mefrics of the shapes, speeds Zoi‘ other d13tmg ‘ ngféamres .
of a signature as the person writes it by hand with a pen or stylus on a flat surface. ' R

(B) “Signature Digest” is the resulting bit-string produced when a signature is tied to a document usmcr |
Signature Dynamics.

(C) “Expert” means a person w1th demonstrable skill and knowledge based on training and experience who
would qualify as an expert pursuant to California Evidence Code §720.

(D) “Signature Dynamics” means measuring the way a person writes his or her signature by hand on a flat
surface and binding the measurements to a message through the use of cryptooraphlc techmques

(2) California Government Code §16.5 requires that a digital signatures be “unique to the person using it' A

signature digest produced by Signature Dynamics technology may “be eon31dered umque to the person psmg 1t
1f

(A) the signature digest records the handwriting measurements of the person s1gmng the document usmcr o
signature dynamics technology) and ‘

(B) the signature digest is eryptograpmeally bound to the handmmng measurements, and

(C) after the signature digest has been bound to'the, handwriting x gmeasurements Jitis computaﬁonally 1nfeas1ble T
to separate the handwriting measurements and bind them to a different sigmature. digest. . ;.

(3) California Government-Code §16.5requires that a-digital: s1gnai§ure be capable of Venﬁcatlons A mgnature
digest produced by signature dynamics technology is capable of verification if: ‘

(A) the acceptor of the digitally signed message obtains the handwriting measurements for puxposes ef
comparison, and : N Y

(B) if signature verification is a required component of a transaction with a public entity, the handwntmo
measurements can allow an expert handwriting and document examiner to assess the authenticity of a signature.

(4) California Government Code §16 5 requires that a digital.signature remain “under the sole control-of the .
person using it'. A signature digest is under the sole control:of the person using it if

(A) the signature-digest captu:res the handwriting measurements and cryptographmally binds them to: the
message directed by the signer and to.no, other message, and; ;s g, L ee oy 0

(B) the signature digest makes.it oomputatmnally mfeasﬂale for the hand\mmng measu:rements to be ‘bound ,to
any other message. : U

(5) The sighdfire digest produced by signature dynarmcs technology riust be linkedto the message 111 suoh a
way that ifthe data in the message are changed the s1gnamre digest i IS 1nvahdated

o

by st

NOTE
Autherity cited: Section 16.5, Government Code. Reference: Section 16.5, Gevernment Code.

H ISTORY
1 New section filed 6-12-98; opera.twe 6-12-98 pursuant to Government Code seetlon 11343, 4(d) (Register 98, No, 24),

vo PRyt

§22004. Provisions for Adding New-Technologies to the List of Acceptable Technologies. . -

oy




(a) Any individual or company can, by providing a written request that includes a full explanation of a proposed
technology which meets the requirements of Section 22002, petition the California Secretary of State to review
the technology. If the Secretary of State determines that the technology is acceptable for use with the state, the
Secretary of State shall adopt regulation(s), pursuant to the Administrative Procedure Act, which would add the
proposed technology to the list of acceptable technologies in Section 22003.

(b) The Secretary of State has 180 calendar days from the date the request is received to review the petition and
inform the petitioner, in writing, whether the technology is accepted or €] jected. If the petition is rejected, the
Secretary of State shall provide the petitioner with the reasons for the rejection.

(1) If the proposed technology is rejected, the petitioner can appeal the decision through the Administrative
Procedures Act (Government Code Section 11500 et seq).

NOTE
Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

HISTORY
1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code section 11343.4(d) (Register 98, No. 24).

§22005. Criteria for Public Entities To Use in Accepting Digital Signatures.

(a) Prior to accepting a digital signature, public entities shall ensure that the level of security used to identify the
signer of a document 1s sufficient for the fransaction being conducted.

(b) Prior to accepting a digital signature, public entities shall ensure that the level of security used to transmit
the signature is sufficient for the transaction being conducted.

(c) If a certificate is a required component of a digital signature transaction, public entities shall ensure that the
certificate format used by the signer is sufficient for the security and interoperability needs of the public entity.

NOTE
Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

HISTORY
1. New section filed 6-12-98; operative £6-12-98 pursuant to Government Code section 11343.4(d) (Register 98, No. 24).

Chapter 11. Safe at Home Confidential Address Program
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State of CALIFORNIA BOARD OF ACCOUNTANCY
oaartvert ol 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832

C s TELEPHONE: (916) 263-3680 Board Agenda Item VIILF.6
k ™) ~ FACSIMILE: (816) 263-3675 January 21, 2005
« R A F T WEB ADDRESS: hitp./iwww.dca.ca.govichs

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business
(mailing address):

Telephone Number Fax Number Business
(business hours): {business hours): E-mail;
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
| state as follows:

] | 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 Califoria and of which | am an employee; OR
] | have a pending application for licensure in California under Sections 5087 and 5088.
3. ] | qualify for a practice privilege based on my current, valid license to practice public
accountancy in the following state:
License Date License
State: Number: Issued: Expiration Date:

4. [Ja. The state of licensure identified in Item 3 is deemed substantially equivalent by the
California Board of Accountancy (CBA) (see Appendix 1 for a list of substantially equivalent

states); OR
[1b. My individual qualifications have been determined by NASBA to be substantially equivalent
(NASBA file no. ); OR

[Jc. Ihave continually practiced public accountancy as a certified public accountant under a
valid license i§sued by any state for 4 of the last 10 years.

5. ] | am submitting this notice to the CBA at or before the time | begin the practice of public
accountancy in California; OR

] (This option is only available through December 31, 2007.) | am submitting this notice
within five business days after | began the practice of public accountancy in California on
__ I 1/ . My reason(s) for not providing notice on or before that date:

r————— — —



6. Il | have met the continuing education requirements and any exam requirements for the
state of licensure identified in ltem 3 above.

| consent and agree to the following:

7. ] To comply with the laws of the State of California, including the California Accountancy Act™
(Business and Professions Code Section 5000 et seq., accessible at
http:/fwww.dea; ca. gov/cba/acnt act. htm) and the regu!atlbns theréunder (accessible at
htz‘p /fwww.dca.ca. gav/cba/regs ‘htm) "
8. ] To the personal and 'subject matter Jumsdlcﬁbn of the CBA including, but not iimited to, the
following:
a. To suspend or revoke, without prior notice or hearing and in the sole discretion of the = *--*
CBA or its representatives, the privilege to practice public accounting; _
b. To impose discipline for any violation of the California Accountancy Act or regulations *
thereunder and recover costs for investigation and prosecution; 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.

9. ] To respond fully and completely to all inquiries by the CBA relating to my California practice
privilege, including after the expiration of this privilege.

10. [ To the authority of the CBA to verify the accuracy and truthfulness of the information RS
provided in this riotification. | consent to the release of all mformat(on relevant to the CBA s
inquiries now or in the future by:
a. Contacting other state agencies;

b. Contacting the SEC, PCAOB or any other federal agency before which [ am authonzed
to practice; and
C. Contac’ﬂng NASBA.

11. [ Inthe: event that any of the information in this:notice changes, to prowde the CBA written
notice of any such change within 30 days of its occurrence.

12. []  To concurrently submit the fee of $100.00.

vty
REQUIREMENTS FOR SIGNING ATTEST REPORTS:

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

DISQUAL!FYING CONDITIONS

Please check any ef the items below that apply. For any ifems checked “yes” in (A) — (G), 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.

l\:(] &\l] A. | have been convicted of a crime other than a miner traffic violation.
Y N B | have had a license, registration, permit or authonty to practice a profession
0 [ surrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned except

for the following occurrences:

(1) an action by a state board of accountancy in which the only sanction was a
requirement that the individual complete specified continuing education courses.

(2) 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.

2



Y N C. | 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.
Y N D. | have an unresolved administrative suspension or an unpaid fine related to a prior
L 0 California practice privilege.
Y N E. | did not respond to a request for information from the CBA related to a prior practice
O privilege.
Y N F | have been notified by the CBA that prior Board approval is required before practice
O under a new practice privilege may commence.
Y N G. I have had a judgment or arbitration award against me involving my professional conduct
OO in the amount of $30,000 or greater.

REQUIRED ADDITIONAL INFORMATION:
Do you currently hold a California Practice Privilege? [] Yes ] No

When does it expire?

Have you ever held a California CPA/PA license? [ | Yes [ ] No License number:

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

State: License Number: Other Authority:

State: License Number: Other Authority:

An answer of “no” to any of the following statements does not disqualify you from a California practice
privilege.

|.am an associated person of a firm registered with the PCAOB. [ | Yes ] No
My firm has undergone peer review within the last three years. [ ] Yes [ 1 No

The state of licensure identified in ltem 3 requires CE in fraud detection. [ ] Yes [] No
- f yes, | have fuffilled this requirement. [] Yes (] No

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

Signature: ' Date:

Your privilege to practice commences with the submission of your completed notification and your fee,
Your privilege expires at the end of one year.



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

ot CALIFORNIA BOARD OF ACCOUNTANGY
\MD murrto( 2000 EVERGREEN STREET, SUITE 250
Consumer
Affairs

SACRAMENTO, CA 65815-3832
TELEPHONE; (916) 263-3680
FACSIMILE: (916) 263-3675
WEB ADDRESS: htip:/lwww.dca.td.govisha |

ATTACHMENT X 14 v
1. If you checked any of items A — G under disqualifying conditions, please provide explanatoryﬂdetailé: \
2. If you checked Iltem G under disqualifying conditions, please also provide:
sl
Date of Judgment/ o
Arbitration Award: Jurisdiction/Court: Docket No: "
ATURE
PRIVACY STATEMENT! The information-provided-in this form will be used by thé California Board of Accountancy to determine s

whether you qualify for practice privileges-in-California. Sections ‘5080 through 5095 of the Business and Professions Code authorize
the collection of this information. Failure to provide any of the required information is grounds for rejection of the form as being
incomplete. Information provided may be transferred to the Depariment of Justice, a District Attorney, a City Attorney, or to another
government agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional duties,
or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his or her file,
except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of Accountancy is
responsible for maintaining the information in this form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
958185, telephone number (818) 263-3680 regarding questions about this notice or access to records.
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" State of Caﬁf?g’ia Affai California Board of Accountancy
Department of Consumer Affairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda ltem V.A. Board Agenda ltem VIILF.6.a.
January 20, 2005 January 21, 2005
Practice Privilege Task Force Members Date : January 10, 2005

Board Members

Patti L. Franz :
Licensing Manage

Licensee Comments and Responses to Evaluation of Notification Form

Telephone : {918) 561-1740
Facsimile : (916) 263-3676
E-mail : pfranz@cba.ca.gov

At its meeting of November 18, 2004, the Practice Privilege Task Force requested
that staff distribute the draft notification form to a sampling of licensees for
evaluation prior to its finalization. The form was e-mailed to 36 California licensees,
including the members of the Administrative Committee and the Qualifications
Committee. Staff received responses from 21 licensees.

The licensees were requested to provide comments to the following questions:

« Did you encounter any content that was confusing while cémpleting the form?

« Were there sections of the form you believe should be better explained?

« Did you identify additional information you needed in order to complete the
form?

« What other suggestions do you have to improve the form?

Provided below are the most substantive comments received. An updated draft
notification form with the suggested edits in underline/strikeout format is attached
for review (Attachment 1). Staff have incorporated all of the suggested edits for
review and consideration by the Task Force (Attachment 2).

Suggested Edits to the Notification Form

Contact Information

« |dentify that we are requesting the mailing address for the Principal Place of
Business.

Qualification Requirements

« Question 3, Page 1 — Add a field for License Expiration Date.
+« Moveitems 5, 6, 7, 8, 11, and 12 under a separate heading such as “| consent
and agree to the following conditions.”




*

Practice Privilege Task Force Members
January 10, 2005
Page 2

» Add check boxes to all of the Qualification Requirements and consent
statements.

Additional Information

« The request for information regarding fraud continuing education should be
broken into two separate statements. For example:

The state of licensure identified in Item 3 requires CE in fraud detection. [ ] Yes ] No
If yes, | have fulfilled this requirement. ] Yes [ ] No

Disqualifying Conditions

stiggested Edits to the' Notification Form

+ Change the’ labeling of the dlsquahfymg cohditions from “1* through “6"to’ “A”
through “F” to allev:ate confusmn for mds\nduals compietmg AttachmentX. '

« Réquire individuals to answet sither “Yes” or “N&” to each d{squahfylng
condition.

. Add Cahforma Board of Accountancv to ltem E to aIlevnate confusmn

v ogu of N [

bl ¥

ggested Ed |ts to the Cemf:catton of Az‘test Expenence form
TS U R PR OE

The Cemﬁcation of “Attest Experlence form was also dzstrlbu‘ted for review.”

Provided below are the most substantive comments received regarding the ™
Certification of Attest Experience form. An updatéd Certification of Attest
Experience form with the suggested edits is attached for review (Attachment 3).
Staff have mcorporated all of the: suggested edits for rewew and ‘consideration by
the Task Force (Attachment 4)

« Add the question, “H‘a\‘/‘é“vou'évé? signed &n attest report on behalf of your firm?”
It was suggested the folldwrﬁg two statements be includéd in the Certification of
Attestform. If included in the form, both statements will require narrative from the
practice privilege holder. The statements, which are not included in the ‘draftfofm,
are provided to the Task Force for consideration and discussion.

1. Briefly discuss the scope of practice you expect to perform while practicing in
Californ‘

AAAAA

and the Accountmg standards, related to the customary types of ftransactlons
..you expect to encounter while performing the accounting practice you expect to
per’:orm m Cahform T BT R b e Y oW > e NP Dee sRE




Practice Privilege Task Force Members
January 10, 2005
Page 3

Suggested ltems to be Included in the Instructions to the Notification Form

Also provided below are items suggested to be incorporated into the instructions for
the Notification form, which are being presented for consideration and discussion.
The draft instructions for the Notification form will be completed for adoption at the
March Task Force meeting.

e Provide assurance that the individuals’ contact information will not be made

available for public requests.
+ Define “personal and subject matter” from the second item under the heading “|

consent and agree to the following conditions.”

Both forms will be revised to reflect the actions of the Task Force and the Board at
this meeting.

Attachments



STATE OFVC';'ALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

m— e

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916) 263-3680
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 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business
{(mailing address):

Telephone Nurnber Fax Number Business
(business hours): (business hours): E-mail;
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
| state as follows:

1. I am an individual.

2. U 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

] I have a pending application for licensure in California under Sections 5087 and 5088.

3. I qualify for a practice privilege based on my current, valid license to practice public
accountancy in the following state:

License Date License
State: Number: lssued: Expiration Date:

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

[Jc. 1| 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.




10.

[

I am submitting this notice to the CBA:
At or before the time | begin the practice of public accountancy in California; OR
If submitted before December 31, 2007, within five business days after | began the

practice of public accountancy in Californiaon _ /_/ . My reason(s) for not providing
notice on or before that date:

I have met the continuing education requirements and any exam requirements for the
state of licensure identified in item 3 above.

| consent and agree to the following:

O

+agreeTo comply with 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.qov/cba/acnt _act.htm) and the requlations thereunder (accessible at
hitp://www.dca.ca.gov/cba/regs.htm).




1 +eensentTo the personal and subject matter jurisdiction of the California Board of

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

d. Tosuspend or revoke, without prior notice or hearing and in the sole discretion of the
CBA or its representatives, the privilege to practice public accounting:

e. To impose discipline for any violation of the California Accountancy Act or regulations
thereunder and recover costs for investigation and prosecution; and

f. 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.

H

+agree-To respond fully and completely to all inquiries by the CBA relating to my California
practice privilege, including after the expiration of this privilege.

|| }-eonsent-To the authority of the CBA to verify the accuracy and truthfulness of ihe
information provided in this notification. | consent {o the release of all information relevant
io the CBA’s inquiries now or in the future by:
d. Contacting other state agencies;
e. Contacting the SEC, PCAQOB or any other federal agency before which | am authorized
to praclice; and
f. Contacting NASBA.

[ In the event that any of the information in this notice changes, to provide the CBA written
notice of any such change within 30 days of its occurrence.

| }am-To concurrently submitting the fee of $100.00.

REQUIREMENTS FOR SIGNING ATTEST REPORTS:
| 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
REQUIRED ADDITIONAL INFORMATION:
Do you currently hold a California Practice Privilege? [] Yes [] No

When does it expire”?

Have you ever held a California CPA/PA license? [ ] Yes [] No License number:

In addition to the state of licensure identified in item 3, | am also authorized 1o practice in the following:

State: License Number: Other Authority:
State: License Number: Other Authority:
| am an associated person of a firm registered with the PCAOB. [] Yes ] No
My firm has undergone peer review within the last three years.  [] Yes 1 No
‘j » - I‘ l : : l ; I e
The state of licensure identified in_ltem 3 requires CE in fraud detection. [ | Yes [ 1 No
If ves, | have fulfilled this requirement. [ 1 Yes [1 No




DISQUALIFYING CONDITIONS:

Please check any of the items below that apply. For any items checked “yes” in {1)-{6}(A) — (F), 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.

Y N 4 A. |have been convicted of a crime other than a minor traffic violation.

0 L

Y N 2:B. [have had a license, registration, permit or authority to practice a profession

0 surrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned 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.

Y N 3-C. |am currently the subject of an investigation, inquiry or proceeding by or before a state,
O O federal, or local court or agency (including the PCAOB) involving my professional
conduct.
Y N 4:D. | have an unresolved administrative suspension or an unpaid fine related to a prior
O O California practice privilege.
Y N & E. Idid not respond to a request for information from the California Board of Accountancy
O O related to a prior practice privilege.
Y N & F. Ihave had ajudgment or arbitration award against me involving my professional conduct
0 O in the amount of $30,000 or greater.
1, . understand that any misrepresentation or omission in

connection with this notification disqualifies me from the California practice privilege and is cause for
termination. 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.



STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY

ARNOLD SCHWARZENEGGER, Governor

Statect CALIFORNIA BOARD OF ACCOUNTANCY
Caltorls 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
« JASumer TELEPHONE: (916) 263-3680
i FACSIMILE: (916) 263-3675

WEB ADDRESS: hitp./iwww.dca.ca.govicha

ATTACHMENT X

1. If you checked any of items 4+-8 A — F under disqualifying conditions, please provide explanatory details:

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

Date of Judgment/
Arbitration Award: Jurisdiction/Court:

Docket No:

PRIVACY STATEMENT: The information provided in this form will be used by the California Board of Accountancy to determine
whether you qualify for practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize
the collection of this information. Failure to provide any of the required information is grounds for rejection of the form as being
incomplete. information provided may be transferred to the Depariment of Justice, a District Attorney, a City Attomney, or to ancther
government agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional duties,
or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his or her file,
except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of Accountancy is
responsible for maintaining the information in this form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
95815, telephone number (816) 263-3680 regarding questions about this notice or access to records.
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STATE OF ’CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY . ARNOLD SCHWARZENEGGER, Governor

—

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916} 263-3680
FACSIMILE: (916) 263-3675
WEB ADDRESS: hitp:/iwww.dca.ca.govicha

Attachment 2

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO .
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business
(mailing address):

Telephone Number Fax Number Business
(business hours): (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
| state as follows:

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. I qualify for a practice privilege based on my current, valid license to practice public
accountancy in the following state:

License Date License
State: Number: Issued: Expiration Date:

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

[1b. My individual qualifications have been determined by NASBA to be substantially equivalent
(NASBA file no. ); OR

[Je. 1 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. | am submitting this notice to the CBA:

O

At or before the time | begin the practice of public accountancy in California; OR

] If submitted before December 31, 2007, within five business days after | began the
practice of public accountancy in Californiaon__/_/ . My reason(s) for not providing
notice on or before that date: '

'..,: .




6. ] | have met the continuing education requirements and any exam requirements for the
state of licensure identified in item 3 above.

| consent and agree to the following:

] To comply with 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.hfm).

] To the personal and subject matter jurisdiction of the California Board of Accountancy

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

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

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

c. 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.

] To respond fully and completely to all inquiries by the CBA relating to my California practice
privilege, including after the expiration of this privilege.

] To the authority of the CBA to verify 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 state agencies;

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

c. Contacting NASBA.

] In the event that any of the information in this notice changes, to provide the CBA written
notice of any such change within 30 days of its occurrence.

] To concurrently submit the fee of $100.00.

REQUIREMENTS FOR SIGNING ATTEST REPORTS:

| 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 1 No
REQUIRED ADDITIONAL INFORMATION:
Do you currently hold a California Practice Privilege? [] Yes ] No

When does it expire?

Have you ever held a California CPA/PA license? [ Yes [ No License number:

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

State: License Number: Other Authority:
State: License Number: Other Authority:
| am an associated person of a firm registered with the PCAOB. [ ] Yes [ ] No

2



My firm has undergone peer review within the last three years.  [] Yes ] No

The state of licensure identified in Item 3 requires CE in fraud detection. [] Yes ] No
If yes, | have fulfilled this requirement. [ Yes ] No

DISQUALIFYING CONDITIONS:

Please check any of the items below that apply. For any items checked "yes” in (A) ~ (F), 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.

Y N A | have been convicted of a crime other than a minor traffic violation.

1 [

Y N B. I have had a license, registration, permit or authority to practice a profession

] ] surrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned 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.

Y N C. I am currently the subject of an investigation, inquiry or proceeding by or before a state,
O 0 federal, or local court or agency (including the PCAOB) involving my professional
conduct.
D. I have an unresolved administrative suspension or an unpaid fine related to a prior

California practice privilege.

E. | did not respond to a request for information from the California Board of Accountancy
related to a prior practice privilege.

F. | have had a judgment or arbitration award against me involving my professional conduct
in the amount of $30,000 or greater.

O< O=< O<
Oz [z =z

, understand that any misrepresentation or omission in
connec’uon with this notification disqualifies me from the California practice privilege and is cause for
termination. 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.



¥

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

Statec CALIFORNIA BOARD OF ACCOUNTANCY
Cofformin 2000 EVERGREEN STREET, SUITE 250
Depertroeet SACRAMENTO, CA 95815-3832
 ANSUINeT TELEPHONE: (916) 263-3680
Affairs FACSIMILE: (916) 263-3675

WEB ADDRESS: hitp://www.dca.ca.govichba

ATTACHMENT X

1. If you checked any of items A — F under disqualifying conditions, please provide explanatory details:

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

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

PRIVACY STATEMENT: The information provided in this form will be used by the Caiifornia Board of Accountancy to determine
whether you qualify for practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize
the collection of this information. Failure to provide any of the required information is grounds for rejection of the form as being
incompilete. information provided may be transferred to the Department of Justice, a District Attorney, a City Attomey, or to another
government agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional duties,
or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. E£ach individual has the right to review his or herfile,
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 form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
395815, telephone number (216) 263-3680 regarding questions about this notice or access to records.

4



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

Sral CALIFORNIA BOARD OF ACCOUNTANCY
e act ot 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
Consumer AR TELEPHONE: (916) 263-3680
FACSIMILE: (916) 263-3676 Attachment 3

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

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) (Middle) (Last) 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 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

1. Have you participated in the planning of an audit, including the selection of the procedures to be performed?

I 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 Il above?

v 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?

VL Have vou ever signed an attest report on behalf of your firm?

I hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requirement,
Section 5095, prior to the submission of the notification of practice privilege, and that all statements and representations on this form are
true and correct.

Licensee Signature ' Date Signed




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

Stase of
Qwu 2000 EVERGREEN STREET, SUITE 250
SACRA -
Consumer CRAMENTO, CA 95815-3832

CALIFORNIA BOARD OF ACCOUNTANCY

TELEPHONE: (916} 263-3680

FACSIMILE: (916) 263-3676
WEB ADDRESS: hitp:/iwww.dca.ca.gov/cba Attachment 4

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) {Middle) (Last) SOCIAL SECURITY #
FIRM NAME (IF ANY) CURRENT TITLE

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

BUSINESS TELEFPHONE: 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 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 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
l and 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 financia! statements?
VI Have you ever signed an attest report on hehalf of your firm?

| 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
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. State of California

Cali i f n
Department of Consumer Affairs alifornia Board of Accountancy

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

Practice Privilege TF Agenda liem IV.A. Board Agenda ltem VIILF.5.a.
January 20, 2005 January 21, 2005
To . Practice Privilege Task Force Members
Board Members Date . January 11, 2005

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

From : Aronna Wong M%(\/VLM/
Legislation/Regulations Coordinator

Subject : A Findings from OAL Regarding the Form in the Regulations

Attached as background information for your consideration of whether to
place the form in the regulations is an e-mail from OAL (Attachment 1)
discussing this subject and the subject of the on-line interactive form. Also
attached are the federal law and state regulations referenced in the OAL
e-mail (Attachments 2 and 3).

Attachments



Attachment |

"Reference Attorney" <RA@oal.ca.gov> on 12/03/2004 11:32:06 AM

To: <agranick@cha.ca.gov>

Subject: RE: Putting a form in regulations - on-line interactive form

The Administrative Procedure Act was written before anybody even contemplated an
on-ine form. In fact, it was written before fax machines became common.
Consequently, it doesn’t provide particularly explicit guidance on these questions, either
for rulemaking entities or for the OAL. You obviously can't include a computer and
monitor in your rulemaking file. Your general approach, therefore, should be to look at
satisfying the intent of the APA-providing the public with a clear opportunity to review
and understand the rules they are being asked to follow.

Regarding submission of the on-line form in the rulemaking file, you will probably have
to use some type of descriptive reference to the on-line form. In terms of public
interest, the question of what information you are seeking is obviously more significant
than the question of how the form is laid out. If you cannot print a facsimile of the
interactive form for inclusion in the rulemaking file, you can make a strong argument
that you have provided adequate notice and opportunity to comment if you have a
provision in the regulations saying that there will be an interactive form on-line and that
the information coliected will be the same as the information required on the paper
form. Since the question of what information is collected is more important than the
layout of the form, if you take this approach you are complying about as much as you
can. This also makes it clear that you cannot modify the required information for the
on-line form without also amending the paper form, and vice versa, which would reguire
another rulemaking.

There are a couple of laws governing electronic signatures. One is the federal "E-sign”"
law (see attached). Another is the CA Secretary of State regulation on digital
signatures (2 CCR 22000, ef seq.) | don't know which, if either, of these laws would
apply in your case, but you will obviously need to have some way to ensure the validity
of electronic signatures. You could simply adopt the appropriate requirements from an
external law into your regulations (i.e., reprint them as part of your own proposal), or
you could incorporate the governing law by reference.



Bear in mind that if your proposal adopts another jurisdiction’s laws or another state
agency’s regulations through incorporation by reference, it fixes your regulation to the
specific version in effect at the time of your rulemaking. In other words, if you
incorporate the federal E-sign law-as currently in-effect and the federal government
subsequently changes that law, you will either need to require continued complla T
with the pre-amendment version incorporated by reference in your rule, or amend yéur™
rule to refer to the new version.

| hope this is helpful. Please do not hesitate fo contact us if you have further -
guestions.

OAL Reference Attorney
<<E-Sign.pdf>>

From: agranick@cba.ca:gov [mailto:agranick@cba:ca.qgov
Sent: Friday, December.03, 2004 9:47 AM

To: Reference Attormey | ; L
Subject Puttlngaform in regulattons on-hne mteractlve form ) ' '

LUTARE v CARME & S L - S T P -

Barbara Eckard ¢alied and recommended that I-forward this questlon to you If you want to call me rather:»
than e-mail me, | can be reached at (816) 581-1788..
{ will be leaving at noon today, but will be in all next week.

I look foward-to hearing from you.

sy

Aronna Gramck s L ‘ ) "” A o LR e st
Califoria’ Board ofAccountancy s R T o STEOE - nangn 5od e e

H i AR I R R VY o L T By S T

AP
Forwarded:by-Aranna Gramckaoard@fAcc:auntanc:y on 12/03/2004 09:42 AM==+=

A A1 S Y

To:, "Barbara Eckard" <beckard@oai ca. gov>

cc Mary Crocker@BoardOfAccountancy

s} : 7 At O . . A S T S A S v . . B wmrarn L
Subject: Put‘ang aformin regulations Ny ‘ o i o ; Co
Barbara, . ! -
Asyourecall we recently ta!ked ab@ut the,eptten our- (Board of Acoountancy) would h ' ,e\fc;;" put’nng a form
in reguiations. | appreciate all of the help you have provided and hope you had a grest Thanksgw ng

holiday. | was going over my notes from our last Board meeting, and | realize 2 questiont sfill remigin;  °

e Sngee o

1) In addition o' p be ablé‘te fill but aHE FWail Brfdxitoiis=le. alsoplanto-have’
an on-line, interactive form for- prai“:’ﬁ to fill Gut: Thé:on-line:form will be set upiso the: contents will-
go dlrectly into a database. We. .wauid be seek;ng Ahe, same! mforma’cacm on e per and.on -ine.
g ke’sense to he?peaple
IR ary shghﬂyf -
OF thE o atieH we
would be requestmg would be'the same, there: could” ') varlattens S the lahguage we use to requestthis
information. How should we approach putting the*form in.regs-under these: csrcum»stance}s? Would it be.
sufficient to put the paper version of the form in the regs and indicate there will also be an on-line
equivalent?

We have the paper version ready and it could be included with our regs notice, however the on-line
version will need additional time to develop. If we need to have it ready prior to beginning the rulemaking



process, it could make it difficult for us to have regs in place in time for the January 1, 2008, start date of
the program.

2) The paper version of the form has a place for a signature. The on-iine form would have an electronic
signature. How would we address this in regulations. | was considering having a provision in the
regulation which included the language we intend to use for the electronic signature. Would that approach
be acceptable? Is there another, simpler way you could recommend?

| look forward to hearing from you and receiving help with these questions. | recall you indicated that you
would check with people in your office who were knowledgeable about computer and IT questions to see if
you could get more information. 1'd be happy to talk directly with that person or forward this e-mail to
them. | look forward to hearing from you regarding how to proceed. If there is someone else | need to
talk to, could you provide the phone number? or they can call me at 561-1788.

Thanks for your help.

- Aronna Granick

- £-Sign.pdf



Attachment 2

PUBLIC LAW 106-229—JUNE 30, 2000 -

ELECTRONIC SIGNATURES IN GLOBAL AND
NATIONAL COMMERCE ACT
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June 30, 2000

[S. 781]

Electronic
Signatures in
Global and
National
Commerce Act.
Countracts.

15 USC 7001
note.

15 USC 7001.

Public Law 106-229
106th Congress
An Act

To facilitate the use of electronic records and signatures in interstate or foreign
COTAIETCE.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Electronic Signatures in Global
and National Commerce Act”.

TITLE I-ELECTRONIC RECORDS AND
SIGNATURES IN COMMERCE

SEC. 101. GENERAL RULE OF VALIDITY.

(a) IN GENERAL.—Notwithstanding any statute, regulation, or
other rule of law (other than this title and title II), with respect
to any transaction in or affecting interstate or foreign commerce—

(1) a signature, contract, or other record relating to such
transaction may not be denied legal effect, validity, or enforce-
ability solely because it is in electronic form; and

(2) a contract relating to such transaction may not be
denied legal effect, validity, or enforceability solely because
an electronic signature or electronic record was used in its
formation.

(b) PRESERVATION OF RIGHTS AND OBLIGATIONS.—This title does
not—

(1) limit, alter, or otherwise affect any requirement imposed
by a statute, regulation, or rule of law relating to the rights
and obligations of persons under such statute, regulation, or
rule of law other than a requirement that contracts or other
records be written, signed, or in nonelectronic form; or

(2) require any person to agree to use or accept electronic
records or electronic signatures, other than a governmental
agency with respect to a record other than a contract to which
it is a party.

{c) CO\ISUMER DISCLOSURES.—

(1) CONSENT TO ELECTRONIC RECORDS. -—Notmthstandmg
subsection (a), if a statute, regulation, or other rule of law
requires that information relamng to a transaction or trans-
actions in or affecting interstate or foreign commerce be pro-
vided or made available to a consumer in writing, the use
of an electronic record to provide or make available (whichever
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is required) such information satisfies the requirement that
such information be in writing if—
(A) the consumer has affirmatively consented to such
use and has not withdrawn such consent;
(B) the consumer, prior to consenting, is provided with
a clear and conspicuous statement—

(i) informing the consumer of (I) any right or option
of the consumer to have the record provided or made
available on paper or in nonelectronic fortn, and (M)
the right of the consumer to withdraw the consent
to have the record provided or made available in an
electronic form and of any conditions, consequences
{which may include termination of the parties’ relation-
ship), or fees in the event of such withdrawal;

(ii) informing the consumer of whether the consent
applies (I) only to the particular transaction which
gave rise to the obligation to provide the record, or
(I) to identified categories of records that may be
prowded or made avallable durmg the course of the
parties’ relationship;

(iii) desecribing the procedures the consumer must
use to withdraw consent as provided in clause (i) and
-0 update information needed to contact the consumer
electromcally, and

! {iv) informing the consumer (I) how, after the con-
sen‘n the consumer may, upon request, obtain a paper
co vy of an electronic recorg and (II) whether any fee

be charged for such copy, '
(C) the consumer— .- = '
T R S Y () prior o consentmg, is pn@wded mth a statement
- aey . of the lgardware -and seftware requirements for access
. t0.and retention of the electronic records; and ;
di) consents electromcaﬁy, ar conﬁx_ms»lus\ or her
consent «€lectronically, in a manner thaf. reasonably
demonstrates that the consumer can access information
in the electronic form that will be used to provide
th?i information -that is the subject of the consent;
an
(D) after the consent of a consumer in “accordance
with subparagraph (A), if a change in the hardware or
software requirements needed to access or retain electronic
records.-creates a material rigk that the consumer will
be able. to..access or re’cam a subsequent electronic
that was . the subject of the consént, the person
provl ng the electronic record—, , -
N . () provides the consumer
wepihe revised har&waresvand sofbwan reqmrements for
“access to and retention of the ot records and
(1) the right to withdraw consent ‘without the imiposi-
tion of any fees for such.withdrawal and ‘without the
. 1.~ imposition -of any.condition or c@nsequence that was
not chsclosed under subparagraph (B)(i); and
(i1).again complies with subparagraph (C)
@ OTHER RIGHTS.— _.
(&) PRESERVATION OF CONSUMER PROTECTIONS.—
Nothmg in this title affects thé content or timing of any
disclosure or other record required to be provided or made
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available to any consumer under any statute, regulation,

or other rule of law.

{B) VERIFICATION OR ACKNOWLEDGMENT.—If a law that
was enacted prior to this Act expressly requires a record
to be provided or made available by a specified method
that requires verification or acknowledgment of receipt,
the record may be provided or made available electronically
cnly if the method used provides verification or acknowledg-
ment of receipt (whichever is required).

(3) EFFECT OF FAILURE TO OBTAIN ELECTRONIC CONSENT
OR CONFIRMATION OF CONSENT.—The legal effectiveness,
validity, or enforceability of any contract executed by a con-
sumer shall not be denied solely because of the failure to
obtain electronic consent or confirmation of consent by that
consumer in accordance with paragraph (1)(C)(ii),

(4) PROSPECTIVE EFFECT.—Withdrawal of consent by a con-
sumer shall not affect the legal effectiveness, validity, or
enforceability of electronic records provided or made available
to that consumer in accordance with paragraph (1) prior to
implementation of the consumer's withdrawal of consent. A
consumer’s withdrawal of consent shall be effective within a
reasonable period of time after receipt of the withdrawal by
the provider of the record. Failure to comply with paragraph
(1XD) may, at the election of the consumer, be treated as
a withdrawal of consent for purposes of this paragraph.

(5) PRIOR CONSENT.—This subsection does not apply to
any records that are provided or made available to a consumer
who has consented prior to the effective date of this title to
receive such records in electronic form as permitted by any
statute, regulation, or other rule of law.

(6) ORAL COMMUNICATIONS.—An oral communication or a
recording of an oral communication shall not qualify as an
electronic record for purposes of this subsection except as other-
wise provided under applicable law.

(d) RETENTION OF CONTRACTS AND RECORDS.—

(1) ACCURACY AND ACCESSIBILITY.—If a statute, regulation,
or other rule of law requires that a contract or other record
relating to a transaction in or affecting interstate or foreign
commerce be retained, that requirement is met by retaining
an electronic record of the information in the contract or other
record that—

(A) accurately reflects the information set forth in the
contract or other record; and

(B} remains accessible to all persons who are entitled
to access by statute, regulation, or rule of law, for the
period required by such statute, regulation, or rule of law,
in a form that is capable of being accurately reproduced
for later reference, whether by transmission, printing, or
otherwise,

{2) EXCEPTION.—A requirement to retain a contract or other
record in accordance with paragraph (1) does not apply to
any information whose sole purpose is to enable the contract
or other record to be sent, communicated, or received.

(3) OricmNaLS.—If a statute, regulation, or other rule of
law requires a contract or other record relating to a transaction
in or affecting interstate or foreign commerce to be provided,
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avaﬂable, or retamed in its original form, or provz,des con-

sequences if the, contract or other record is mot.provided, avail-

able, or retained in its.original form, that statute, regulation,
or rule of law is sai‘.lsﬁed by .an <electromc record, that complies

with paragraph (1); ,

+3i (4) CHECKS. ——If a statute reg‘ulatmn, or other rule of law

requires the retention of a check that requirement is satisfied

by retention of an electronic record of the information on the

Igr(;nt and back of the check in accordance with paragraph

1

(e) ACCURACY AND ABILITY TO RETAIN CONTRACTS AND OTHER
ReCORDS.—Notwithstanding subsection (a),if a statute, regulation,
or.other rule of law requires that a contract or other record relating
to a transaction in or affecting interstate or foreign commerce
be in writing, the legal effect, validity, or enforceabﬂlty of an
electronic record of such contract or other record may be denied
if 'such electronic record is not in a form that is capable of being
retamed and accurately reproduced for later reference by all parties
or persons who are entitled to retain the contract or other record.

() ProxiMiTY.—Nothing in this title affects the proximity
requn‘ed by any statute, regulation, or, other rule of law with
respect to any warning, notlce disclosure, or other record required
to be posted, displayed, or pubhcly affixed.

() NOTARIZATION AND ACKNOWLEDGMENT.—If a statute, regula-
tion, or other rule of 1aW requires a signature or record relatmg
tg' a transaction in or ‘affecting interstate or foreign commerce
to be notarized, acknowledged, verified, or made under oath, that
requirement is satisfied if the electronic si iature of the person
duthorized to-perform those acts, togethel with all dther information
required to be included "By othiet- apphca’ble 'statute, regiilation,
or rulé of law, is afr&ached ’té" T logl» assocmted Wlth the 51gna-
ture or record. 1 T e

(H) ECECTRONIC AGENTS~—-—A contract or other record relating
to a tramsaction in or affecting intérstate or foréign -commerce
may not be denied legdl efféct, validity, or "enforcedbility .solely
bécause its formation, creation, or delivery involved the action of
ofi¢ or more electronic ‘agents so long :as the action of .any such
elech‘amc agent is legally attributable to the person tobe bound.

¢ ) INSURANCE.—It is the specific intent of the Congress that Applicability.
thls title and title II'apply to-the business of insurance.

(j) INSURANCE AGENTS AND BROKERS.—An insurance agent or
broker acting under the direction of a party -that enters into a
contract by means of an electronic record or electronic signature
may not be.held liable for any deficiencyin the electronic procedures
aga-eed to by the parties underthat-contractif— -

- (1) the agent -or broker has not engaged in neghgent reck-
Y. %l*ess or intentional tortious conduct; : ;
~(2) the agent or broker was net mvolved in the developmen’c
or establishment of such electronic procedures;.and
N (3) the agent or broker did net dewate from such proce-
ures: . e

SEC. 102. EXEMPTION TO PREEIVEPTION - ' 15 USC 7002.

(a) IN GENERAL—A State statute reg‘ulatun, or other rule
of law may modify; limit, or supersede the, provisions of -section
101 with respect to State law only if such statute, regulation,
or rule of law—

31
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15 USC 7003.

(1) constitutes ap enactment or adoption of the Uniform
Electronic Transactions Act as approved and recommended for
enactment in all the States by the National Conference of
Commissioners on Uniform State Laws in 1999, except that
any exception to the scope of such Act enacted by a State
under section 3(b)}(4} of such Act shall be preempted to the
extent such exception is inconsistent with this title or title
II, or would not be permitted under paragraph (2)A)@E) of
this subsection; or

(2)(A) specifies the alternative procedures or requirements
for the use or acceptance (or both) of electronic records or
electronic signatures to establish the legal effect, validity, or
enforceability of contracts or other records, if—

(i) such alternative procedures or requirements are
consistent with this title and title IT; and

(ii) such alternative procedures or requirements do not
require, or accord greater legal status or effect to, the
implementation or application of a specific technology or
technical specification for performing the functions of cre-
ating, storing, generating, receiving, communicating, or
aughenticating electronic records or electronic signatures;
an

{B) if enacted or adopted after the date of the enactment
of this Act, makes specific reference to this Act.

(b) EXCEPTIONS FOR ACTIONS BY STATES AS MARKET PARTICI-
PANTS.—Subsection (a)(2)(A)i) shall not apply to the statutes, regu-
lations, or other rules of law governing procurement by any State,
or any agency or instrumentality thereof.

{¢) PREVENTION OF CIRCUMVENTION.—Subsection (a) does not
permit a State to circumvent this title or title II through the
imposition of nonelectronic delivery methods under section 8(b)(2)
of the Uniform Electronic Transactions Act.

SEC, 103. SPECIFIC EXCEPTIONS.

{a) EXCEPTED REQUIREMENTS.—The provisions of section 101
shall not apply to a contract or other record to the extent it is
governed by-—

{1) a statute, regulation, or other rule of law governing
the creation and execution of wills, codicils, or testamentary
trusts;

(2) a State statute, regulation, or other rule of law gov-
erning adoption, divorce, or other matters of family law; or

(3) the %niform Commercial Code, as in effect in any State,
other than sections 1-107 and 1-206 and Articles 2 and 2A.
(b) ADDITIONAL EXCEPTIONS.—The provisions of section 101

ghall not apply to—

{1) court orders or notices, or official court documents
(including briefs, pleadings, and other writings) required to
be executed in connection with court proceedings;

(2) any notice of—

(A) the cancellation or termination of utility services
{(including water, heat, and power);

(B) default, acceleration, repossession, foreclosure, or
eviction, or the right to cure, under a credit agreement
secured by, or a rental agreement for, a primary residence
of an individual;
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() the cancellatlon or termination of health insurance
or beneﬁts or 11fe insurance benefits (excludmg anmzmes)

(D) recall of a product, or material faﬂure of a pmduct
that risks endangering health or safety; or ~ .

" (3) any document required to accompany any transportajsmn
or handling of hazardous materials, pesticides, or other toxic
or dangerous materials.

(c) REVIEW OF EXCEPTIONS,~ ’

(1) EVALUATION REQUIRED.—The Secretary of’ Commerce
acting through the Assistant Secretary for Communications
and Information; shall review the operation of the exceptions
in subsections (a) and (b) to evaluate, over a period of 3 years,
whether stch exceptmns continue to be necessary for the protec-

‘tion of consumers. Within 8 years after the date of enactment Deadline.

"of this Act, the Assistant Secretary shall submit a report to Reports.
the Cpngress on the results of such evaluation.

(2) DETERMINATIONS.—If a Federal regulatory agency, with
respéct to matter within its jurisdiction, determines after notice
E an opportumty for puiblic comment, and publishes a finding,
that one or miore such exceptions are no longer necessary for
the protection of consumers and eliminating such exceptions
will not increase the material risk of harm to consumers, such
agency may extend the application of section 101 to the excep-

] hons 1den’c1ﬁed in such finding.

SEC. 104 APPLICABILI'I'Y TO FEDERAL AND STATE GOVERNMENTS. 15 USC 7004,

~ (a) FiLiNg AND AccESs REQUIREMENTS.—Subject to subsection
(c‘)‘(Z) “fiothing in. this title limits or supersedes any requirement
‘a 'l edefal regulatory agendy; selfsrepulatory ‘organization; -or:
Sta‘te ‘regulatory ‘agency that records be filed with such -agency
or orEamzatmn in accordande with specified standards.or formats,
) PRESERVATION OF EXISTING RULEMAKING AUTHORITY.—
(1) USE OF AUTHORITY TO INTERPRET.—Subject £6 paragraph
(2) and subsection {c), a Federal regulatory agency .or State
regulatory agency that is responsible. for rulemaking under
any other statute may interpret section 101 with respect to
such statute through—
(A) the issuance of regulations pursuant to a statute;

or
(B) to the extent such agency is authorized by statute
. to issue orders or guidance, the issuance of orders or guid-

‘ance of general applicability that .are publicly” available

and published (in the Federal Register in the case of an

order or guidance issued by a Pederal regulatory agency).

This paragraph does not grant any Fedéral regulatory .agency

~or, State regulatory agency -authority..fo. issue regulations,

orders; or- guidance pursuant te any statute fihat doeg mot
authorize such.i issuance,

(2) LIMITATIONS ON INTERPRETA‘I‘ION AUTHORITY —Notwith-
standing paragraph (1), a Federal regulatory’ agency shall not
adopt any regulation, ord.er or guidance described in paragraph
(1), and g State regulatory agericy is preempted by section
101 from adopting any regulation, ordef, or guidance described
in paragraph (1), unless—

(A) such regulation, o1der or guidance is consistent

with section 101;
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(B) such regulation, order, or guidance does not add
to the requirements of such section; and

(C) such agency finds, in connection with the issuance
of such regulation, order, or guidance, that—

(1) there is a substantial justification for the regula-
tion, order, or guidance;

(i1) the methods selected to carry out that
purpose—

(I) are substantially equivalent to the require-
ments imposed on records that are not electronic
records; and

(II) will not impose unreasonable costs on the
acceptance and use of electronic records; and
(iii) the methods selected to carry out that purpose

do not require, or accord greater legal status or effect
to, the implementation or application of a specific tech-
nology or technical specification for performing the
functions of creating, sforing, generating, receiving,
communicating, or authenticating electronic records or
electronic signatures.

(3) PERFORMANCE STANDARDS.—

(A) ACCURACY, RECORD INTEGRITY, ACCESSIBILITY
Notwithstanding paragraph (2)XC)(ii), a Federal regulatory
agency or State regulatory agency may interpret section
101(d) to specify performance standards to assure accuracy,
record integrity, and accessibility of records that are
required to be retained. Such performance standards may
be specified in a manner that imposes a requirement in
violation of paragraph (2)(C)(iii) if the requirement (i)
serves an important governmental objective; and (i) is
substantially related to the achievement of that objective.
Nothing in this paragraph shall be construed to grant
any Federal regulatory agency or State regulatory agency
authority to require use of a particular type of software
or hardware in order to comply with section 101(d).

{(B) PAPER OR PRINTED FORM.—Notwithstanding sub-
section (c)(1), a Federal regulatory agency or State regu-
latory agency may interpret section 101(d) to regquire
retention of a record in a tangible printed or paper form
Ha

(i) there is a compelling governmental interest
relating to law enforcement or national security for
imposing such requirement; and

(i) imposing such requirement is essential to
attaining such interest.

{4) EXCEPTIONS FOR ACTIONS BY GOVERNMENT AS MARKET
PARTICIPANT. ~Paragraph (2)(C)(iii) shall not apply to the stat-
utes, regulations, or other rules of law governing procurement
by the Federal or any State government, or any agency or
instrumentality thereof.

() ADDITIONAL LIMITATIONS. ~

(1) REIMPOSING PAPER PROHIBITED.—Nothing in subsection
{b) (other than paragraph (3)B) thereof)} shall be construed
to grant any Federal regulatory agency or State regulatory
agency authority to impose or reimpose any requirement that
a record be in a tangible printed or paper form.
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(2) CONTINUING OBLIGATION UNDER GOYERNMENT PAPER-

WORK ELIMINATION . .A },—-Nothmg in subsection’ (a) or (b)

relieves any Federal regulatory agenty. of itg obhga‘tmns under

the Government,. Paperwork Ehmmatmn Act (title XVII of

Public Law 105-277),

d) AUTHORITY To Exsmer FROM CONSEN’I‘ PROVISION o

(1) IN GENERAL.—A Federal regulatory agency may, with
respect to.matter within its jurisdiction, by regulation or order
issued after notice and am opportunity for public comment,
exempt without condition a specified category or type of record

from the requirements relating to consent in section 101(c)

if such exemption is necessary to eliminate a substantial burden

on -glectronic commerce and will not increase the material risk

«©of harm fo consumers.

(2) PROSPECTUSES.—Within 80 days after the date of enact~- Deadline.

“ ment of this Act, the Securities and Exchange Commission Regulations.
" ghall issue a regulation or order pursuant to paragraph (1)
exempting from section 101(c) any records that are required

to be provided in order to allow advertising, sales literature,

or other information concerning a security issued by an invest-

‘ent company that is .registered under the Investment Com-

pany Act of 1840, or concerning the issuer ‘thereof, to be

‘excluded from the definition of & prospectus under section

2(a)(10)(A) of the Securities Act of 1933. .

(¢) ELECTRONIC LETTERS OF AGENCY.—The Federal Commu-
nications Commission shall not hold any contract for telecommuni-
cations service or letter of agency for a preferred caxrier change,
“otherwise complies with the -Commission’s rules, to-be legally
ctlve, invalid, or unenforceable -golely. because. an electronic

récord or electromc 51gnature was used:m its formation or authorlza-
SEC.105. STUBIEES . Deadlines,
15 USC 7005.

(a) DELIVERY ~Within 12 mionths afier the date of the enact- Mag,
ment of this Act, the Secretary of Commerce shall conduct an
mquuy regardmg the eﬁ’ectweness df ‘the delivery of -glectronic
records to consumers using eléctronic mail as compared with
delivery of written records via the United States Postal Service
and private express mail services. The Secretary shall submit a Reports.
report to the Congress regarding the results of such ingquiry by
the conclusion of such 12-month period.

(b) Stupy oF ELECTRONIC CON:
the date of the enactment of this
and the Federal Trade Commisgsion s
Cg;ngress evaluating any benefi pri
proee&ure requn:ced by sectior 101(0)(1 ANy
on electronic comamerce by that provision; Whether ‘the benefits
outweigh the burdens, whether the absence of the procedure
required by section 101(c)(1 (C)(ii) would increase the inmdence
of fraud directed against consumers; and suggesmg any revisions
to.the provision deemed appropnate by the Secretary and the
Comzmssmn In conducting this evaltiation, the Secretary and the Public
Cemmission shall solicit comment from the general public, consumer information.
representatives, and electronic commerce businesses.

T, —Within 12 months after Reports.
ie Secretary of Commerce

- submit & report to the
0 consumers by the
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15 USC T006. SEC. 106. DEFINITIONS.

For purposes of this title:

(1) ConsuMER.—The term “consumer” means an individual
who obtains, through a transaction, products or services which
are used primarily for personal, fammly, or household purposes,
and also means the legal representafive of such an individual.

(2) BLECTRONIC.—The term “electronic” means relating to
technology having electrical, digital, magnetic, wireless, optical,
electromagnetic, or similar eapabilities.

(8) ELECTRONIC AGENT.—The term “electronic agent” means
a computer program or an electronic or other automated means
used independently to initiate an action or respond to electronic
records or performances in whole or in part without review
or action by an individual at the time of the action or response.

(4) ELECTRONIC RECORD.~—The term “electromic record™
means a contract or other record created, generated, sent,
communicated, received, or stored by electronic means.

(5) ELECTRONIC SIGNATURE~The term “electronic signa-
ture” means an electronic sound, symbol, or process, attached
to or logically associated with a contract or other record and
executed or adopted by a person with the intent to sign the
record.

(6) FEDERAL REGULATORY AGENCY.—The term “Federal
regulatory agency” means an agency, as that term is defined
in section 552(f) of title 5, United States Code.

(7) INFORMATION.—The term “information” means data,
text, images, sounds, codes, computer programs, software, data-
bases, or the like.

{8) PERSON.—The term “person” means an individual, cor-
poration, business trust, estate, trust, partnership, limited
liability company, association, joint venture, governmental
agency, public corporation, or any other legal or commercial
entity.

(9) RECORD.~The term “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.

(10) REQUIREMENT ——The term “requirement” includes a
prohibition.

(11) SELF-REGULATORY ORGANIZATION.~The term “self-
regulatory organization” means an organization or entity that
is not a Federal regulatory agency or a State, but that is
under the supervision of a Federal regulatory agency and is
authorized under Federal law to adopt and administer rules
applicable to its members that are enforced by such organiza-
tion or entity, by a Federal regulatory agency, or by another
self-regulatory organization.

(12) StareE~The term “State” includes the District of
Columbia and the territories and possessions of the United
States.

(13) TRANSACTION.~—The term “transaction” means an
action or set of actions relating to the conduct of business,
consumer, or commercial affairs between two or more persons,
including any of the following types of conduct—

(A) the sale, lease, exchange, licensing, or other disposi-
tion of (i) personal property, including goods and intangi-
bles, (ii) services, and (iii) any combination thereof, and
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(B) the sale, lease, exchange, or other dlsposmon of
any .interest in real property, or any combination thereof.

SEC 107. EFFECTIVE DATE. _\V 15 USC 7001

(a) IN- GENERAL —Except as provided in subsection (b), this nate.
tltle shall be effective on October 1, 2000.
(b). EXCEPTIONS.—

(1) RECORD RETENTION.—

(A) IN GENERAL.—Subject to subparagraph (B), this
title shall be effective on March 1, 2001, with respect
to a requirement that a record be retained imposed by—

(i) a Pederal statute, regulation, or other rule of
law, or

(ii) a State statute, regulation, or other rule of
law administered or promulgated by a State regulatory
agency.

(B) DELAYED EI"FECT FOR PENDING RULEMAKINGS.—If

“:: on March 1, 2001, a Federal regulatory agency or State
regulatory agency "has announced, proposed, or initiated,
but not completed, a rulemaking proceeding to prescribe

a regulation under section 104(b)(3) with respect to a

» - requirement described in subparagraph (A), this title shall
be effective on June 1, 2001, with respect to such require-
ment.

(2) CERTAIN GUARANTEED AND INSURED LOANS.—With
regard to any transaction involving a loan guarantee or loan
guarantee commitment (as those terms are defined in section

2.of the Federal Credit Reform Act of 1990), or involving
gram listed ih the Federal Credit Supplement, Budget
United States, FY 2001, 'this title appfges only ‘to such
ctions éntered ‘into, and to : ‘any loan or mortgage made,
1nsured or guaranteed by the United States Government there-
h a_nd after one year after the date of enactment of

3) STUDENT LOANS. —Wlth respect to any records that are
provided or made available to a consumer pursuant to an
gpplicatiosi “for 'd loan, or & loan made; pursuant to title IV
of the Higher Education Act of 1965, section 101(c) of this
Act-ghall not apply until the -earlier of—

(A) such time as the Secretary of Education publishes
revised promissory mnotes under section 432(m) of the

I—hgher Education Act of 1965;.0r -

(B) omé year after the date of enectment of thls Act.

TITLE II——TRAN SFERABLE RECORDS

SEC201. TRANSFERABLE RECORDS. ' ' ! 15 USC 7021,

(&) DEFINITIONS.—For purposes of this section:
. rpn (1) TRANSFERABLE REGORD;—The term “transferable record”
means an electronic record that—
(A) would be a note under Article 3 of the. Uniform
Commercial Code if the electronic record were in writing;
(B) the issuer of the electronic record expressly has
agreed is a transferable record; and
(C) relates to a loan secured by real property.
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A transferable record may be executed using an electronic

signature.

(2) OTHER DEFINITIONS.—The terms “electronic record”,
“electronic signature”, and “person” have the same meanings
provided in section 106 of this Act.

(b) CONTROL.—A person has control of a transferable record
if a system employed for evidencing the transfer of interests in
the transferable record reliably establishes that person as the per-
son to which the transferable record was issued or transferred.

{c) CONDITIONS —A system satisfies subsection (b), and a person
is deemed to have control of a transferable record, if the transferable
record is created, stored, and assigned in such a manner that—

(1) a single authoritative copy of the transferable record
exists which is unique, identifiable, and, except as otherwise
provided in paragraphs (4), (5}, and (6), unalterable;

(2) the authoritative copy identifies the person asserting
control as—

(A) the person to which the transferable record was
issued; or

(B) if the authoritative copy indicates that the transfer-
able record has been transferred, the person to which the
transferable record was most recently transferred;

(8) the authoritative copy is commumnicated to and main-
zz;jned by the person asserting control or its designated custo-

an;

(4) copies or revisionsg that add or change an identified
assignee of the authoritative copy can be made only with the
consent of the person asserting control;

(5) each copy of the authoritative copy and any copy of
a copy is readily identifiable as a copy that is not the authori-
tative copy; and

(6) any revision of the authoritative copy is readily identifi-
able as authorized or unauthorized.

(d) Srarus as HoLper—Except as otherwise agreed, a person
having control of a transferable record is the holder, as defined
in section 1-201(20) of the Uniform Commercial Code, of the
transferable record and has the same rights and defenses as a
holder of an equivalent record or writing under the Uniform
Commercial Code, including, if the applicable statutory require-
ments under section 3-302(a), 9308, or revised section 9-330 of
the Uniform Commercial Code are satisfied, the rights and defenses
of a holder in due course or a purchaser, respectively. Delivery,
possession, and endorsement are not required to obtain or exercise
any of the rights under this subsection.

{e) OBLIGOR RicuTS.—Except as otherwise agreed, an obligor
under a transferable record has the same rights and defenses as
an equivalent obligor under equivalent records or writings under
the Uniform Commercial Code.

(£ Proor or CONTROL~—If requested by a person against which
enforcement is sought, the person seeking to enforce the transfer-
able record shall provide reasonable proof that the person is in
control of the transferable record. Proof may include access to
the authoritative copy of the transferable record and related busi-
ness records sufficient to review the terms of the transferable
record and to establish the identity of the person having control
of the transferable record.
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(g) UCC REFERENCES.--For purposes of this aubsectmn all
references to the Uniform Commercial Code are.to .the Umform
Commercial Code as in effect in the Junsdwtlon fhe law .of which
governs the transferable record.

SEC. 202. EFFECTIVE DATE. ) ' 15 UBC 7021

This title shall be eﬁectwe 90 days after the date of enactment ™
of this Act,

TITLE II-—--PROMOTION OF INTER-
NATIONAL ELECTRONIC COMMERCE

SEC. 301. PRINCIPLES. GO’\KERN!NG THE USE OF ELECTRONIC SIGNA- 15 UBC7031.
" TURES IN INTERNATIONAL TRANSACTIONS.

(a) PROMQTION OF ELECTRONIC SIGNATURES.—

(1) REQUIRED ACTIONS.—The Secretary of Commerce shall
promote the acceptance and use, on an infternational basis,
«of electronic signatures in accordance with the principles speci-
fied in paragraph (2) and in & ‘manner consistent with section
101 of this Act. The Secretary of Commerce shall take all
actions necessary in a manner consistent with such principles
to eliminate or reduce, to the maximum extent possible, the
impediments 4o commerce in electronic signatures, for the pur-

“pose of facilitating the development of interstate and foreign
comzmerce.

* (2) PRINCIPLES. -—The pmnmples spemﬁed m'f:hls paragraph
" “gte the following: * "

(A) Remove paper—based abstacles to electromc trans-
' ' actiong by -ddopting I '

Law on Electronic G
: Nahonsﬁomz&ééa.én on’l
' (BY Perniit parties to 4 tfansaction to détermine the
appropnate authentication technologies and m'lplementa»
tion 'models for theilr ‘transactions; with assuranté thab
those téthnologies and unplementaﬁon ‘models will be rec-
ognized and enforced.

(C) Permit parties to a transaction to have the oppor-
© . tunity to prove in court or other proceedings that their
.., authentication approaches and-their transactions are valid:
‘ (D) Take a nondiscriminatory approach "to -€ldetronic
signatures and authenmcatl meﬁh from dther Jumsdm-

,,,,,,

ary
of electromc signature products and ,servzces and other ‘interested
persens
(¢} DERINITIONS, —AS used it this sectmn “fthe’ terims “electromc
record” and “electronic signature” have the same meanings provided
in section.10® of this Act.
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TITLE IV—COMMISSION ON ONLINE
CHILD PROTECTION

SEC. 401. AUTHORITY TO ACCEPT GIFTS.

Section 1405 of the Child Online Protection Act (47 U.S.C.
231 note) is amended by inserting after subsection (g) the following
new subsection: :

“(h) Girrs, BEQUESTS, AND DEVISES-—The Commission may
accept, use, and dispose of gifts, begquests, or devises of services
or property, both real (including the use of office space) and per-
sonal, for the purpose of aiding or facilitating the work of the
Commission. Gifts or grants not used at the termination of the
Commission shall be returned to the donor or grantee.”,

Approved June 30, 2000.

LEGISLATIVE HISTORY—S. 761 (]L.R. 1714:

HOUSE REPORTS: No. 106-341, accompanying H.R. 1714, Pt. 1 (Comm. on Com-
merce) and Pt, 2 (Comm. on the Judiciary).
SENATE REPORTS: Nos., 106-131 (Comm. on Commerce, Science, and Transpor-
tation) and 106-661 (Comm. of Conference).
CONGRESSIONAL RECORD:
Vol. 145 (1899): Nov. 19, considered and passed Senate.
Vol. 146 (2000): Feb. 16, considered and passed House, amended, in lieu of
HR. 1714.
June 14, House agreed to conference report.
June 15, 16, Senate considered and agreed to conference
report,
WEEKLY COMPILATION OF PRESIDENTIAL DOCUMENTS, Vol. 36 (2000):
June 80, Presidential remarks and statement. )
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§22000. Definitions.
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(a) For purposes of this chapter, and unless the context expressly indicates otherwise:

(1) “Digitally-signed communication” is a message that has been processed by a computer in such a manner that
ties the message to the individual that signed the message. -

(2) “Message” means a digital representation of information intended to serve as a written communication with
a public entity.

(3) “Person” means a human being or any organization capable of signing a document, either legally or as a
matter of fact.

(4) “Public entity” means the public entity as defined by California Government Code Section 811.2.

(5) “Signer” means the person who signs a digitally signed communication with the use of an acceptable
technology to uniquely link the message with the person sending it.

(6) “Technology” means the computer hardware and/or software-based method or process used to create digital
signatures.

T
NOTE

Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.
HISTORY

1. New chapter 10 (sections 22000-22005) and section filed 6-12-98; operative 6-12-98 pursuant to Government Code
section 11343.4(d) (Register 98, No. 24).

§22001. Digital Signatures Must Be Created by an Acceptable Technolegy.

T o e S S RN e R e S

(a) For a digital signature to be valid for use by a public entity, it must be created by a technology that is
acceptable for use by the State of California.

AP o
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Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.
HISTORY

1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code section 11343.4(d) (Register 98, No. 24).

§22002. Criteria for State to Determine if a Digital Signature Technology Is Acceptable for Use by Public
Entities.

>



(a) An acceptable technology must be capable of creating signatures that conform to requirements set forth in
California Government Code Section 16.5, specifically,

(1) It is unique to the person using it;

(2) It is capable of verification; -

(3) It is under the sole control of the person using it;

(4) It is linked to data in-such.a manner that if the data are changed, the digital signature is mvahdated
(5) It conforms to Title 2, Division 7, Chapter 10 of the California Code of Regulations.

NOTE
Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

HISTORY .
1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code séction 11343 .4(d) (Register 98, No. 24y:->

§22003. List of Acceptable Technologies. n AR
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(a) The technology known as Public Key Cryptography is an acceptable technolo gy, f01 use by pubhc entmes in
California, provided that the digitdl signature 1§ created consistént with the provik in 8¢

(1) Definitions -- For purposes of Section 22003(a), and unless the context expréssly 1;1dlcate§ otherw1se

(A) “Acceptable Certification Authox}tzcs means a cemﬁcatlonvauthotnty that meets ’g:hexreqmrementsd of either
Section 22003(2)6(C) or Section 22003(a)6(D). A “ SE LS

(B) “Approved List of Certification Authorities” means the list of Certlﬁca“tlon Authorities approved by the
Secretary of State to issue certification for digital signature transactions volving public entities in California.

(C) “Asymmetric cryptosystem” means a computer algorithm or series of algorithms which utilize two different
keys with the following characteristics: .

(i) one key signs a given message; R R
(ii) one key verifies a given message; and,

(iii) the keys have the property that, knowing one key, it is computationally infeasible to discover the‘otherkey.
(D) “Certificate” means a computer-based record which:
(i) identifies the certification authority issuing it

(ii) names or identifies its subscriber;

(111) ncqntams the subscrlbers pubhc key;, and . e

(iv) 1s digitally 31gned by ‘the certification authority i 1ssu1ng or amending 1t and o

(v) conforms to widely-used industry standards, including, but not limited to ISO x.509 and PGP certificate
standards.

(E) “Certification Authority” means a person or entity that issues a certificate, or in the case of certain
certification processes, certifies amendments to ah existing certificate.

(F) “Key pair” means a private key and its corresponding public key in an asymmetric cryptosystem. The keys
have the property that the public key can verify a digital signature that the private key creates.

(G) “Practice statement” means documentation of the practices, procedures and controls employed by a
Certification Authoritv.
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(@) “Proof of Identification” means the document or documents presented to a Certification Authority to
establish the identity of a subscriber.

(J) “Public key” means the key of a key pair used to verify a digital signature.

(K) “Subscriber” means a person who:

1) is the subject listed in a certificate;

(ii) accepts the certificate; and ‘
(iii) holds a private key which corresponds to a public key listed in that certificate.

(2) California Government Code §16.5 requires that a digital signature be "unique to the person using it'. A
public key-based digital signature may be considered unique to the person using it, if:

(A) The private key used to create the signature on the document is known only to the signer, and

(B) the digital signature is created when a person runs a message through a one-way function, creating a
message digest, then encrypting the resulting message digest using an-asymmetrical cryptosystem and the
signer's private key, and,

(C) although not all digitally signed communications will require the signer to obtain a certificate, the signer is

capable of being issued a certificate to certify that he or she controls the key pair used to create the signature,
and

(D) it is computationally infeasible to derive the private key from knowledge of the public key.

(3) California Government Code §16.5 requires that a digital signature be “capable of verification'. A public-key
based digital signature is capable of verification if:

(A) the acceptor of the digitally signed document can verify the document was digitally signed by using the
signer's public key to decrypt the message; and

(B) if a certificate is a required component of a transaction with a public agency, the issuing Certification

Authority, either through a certification practice statement or through the content of the certificate itself, must

identify which, if any, form(s) of identification it required of the signer prior to issuing the certificate.

(4) California Government Code §16.5 requires that the digital signature remain “under the sole control of the
rerson using it'. Whether a signature is accompanied by a certificate or not, the person who holds the key pair,

or the subscriber identified in the certificate, assumes a duty to exercise reasonable care to retain control of the

private key and prevent its disclosure to any person not authorized to create the subscriber's digital signature
pursuant to Evidence Code Section 669. "

(5) The digital signature must be linked to the message of the document in such a way that if the data are
changed, the digital signature is invalidated.

(6) Acceptable Certification Authorities

(A) The California Secretary of State shall maintain an “Approved List of Certificate Authorities” authorized to
issue certificates for digitally signed communication with public entities in California.

(B) Public entities shall only accept certificates from Certification Authorities that appear on the “Approved
List of Certification Authorities™ authorized to issue certificates by the California Secretary of State.

(C) The Secretary of State shall place Certification Authorities on the “Approved List of Certification
Authorities” after the Certification Authority provides the Secretary of State with a copy of an unqualified
performance audit performed in accordance with standards set in the American Institute of Certified Public
Accountants (AICPA) Statement on Auditing Standards No. 70 (S.A.S. 70) “Reports on the Processing of
Service Transactions by Service Organizations” (1992) to ensure that the Certification Authorities’ practices and
policies are consistent with the Certifications Authority's stated control objectives. The AICPA Statement on
Auditing Standards No. 70 (1992) is hereby incorporated by reference.

(1) Certification Authorities that have been in operation for one year or less shall undergo a SAS 70 Type One
audit -- A Report of Policies and Procedures Placed in Operation, receiving an unqualified opinion.

(ii) Certification Authorities that have been in operation for longer than one year shall undergo a SAS 70 Type
Two audit -- A Report Of Policies And Procedures Placed In Operation And Test Of Operating Effectiveness,
ceceiving an unqualified opinion.

(iii) To remain on the “Approved List of Certification Authorities” a Certification Authority must provide proof

of compliance with Section 20003(a)(6)(C)(11) to the Secretary of State every two years after initially being
placed on the list.



(D) In lieu of completing the auditing requirement in Section 22003(2)(6)(C), Certification Authorities may be.
placed on the “Approved List of Certification Authorities” upon providing the Secretary of State with proof of
accreditation that has been conferred by a national or international accreditation body that the Secretary of State
has determined utilizes accreditation criteriathat are consistent-with the requlromenns of Section. 22003 (a)( 11)

5. )

(i) Certification Authorities shall be removed from the “Approved List of Acceptable Certifications A,uthonges
unless they provide current proof of accreditation to the Secretary of State at least Once per year,

(ii) If the Secretary of State is informed that a Ceruﬁcatlon Authority has had its accredltatlon revoked the
Certification Authorlty shall be removed frOm the “Approved L1st of Cemﬁcatlon Au’chonﬁes” 1mmed1ately
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ofa swnature as the person writes it by hand with a pen or stylus on a flat surfade. ey e

(B) “Signature Digest” is the resulting bit-string produced when a signature is tied to a document usmg
Signature Dynamics.

(C) “Expert” means a person w1th demonstrable skill and knowledge based on training and expenence who
would qualify as an expert pursuant to Cahforma Evidence Code §720.

(D) “Signature Dynamics” means measuring the way a person writes his or her signature by hand ona flat
surface and binding the measurements to a message through the use of cryptoaraphlc techmques

(2) California Government Code §16.5 requires that a digital signatures be “unique to the person usmg it A
signature digest produced by Signature Dynamics technology may be con51dered umque to the person usmg it,
if:

(A) the signature dlgest records the handwriting measurements of the person slgumc the dooument usmo
signature dynamics technology, and

(B) the signature d1gest is crypto oraphlcally bound to the handwntmg measurements and

(C) after the signature dlgest has been bound to the handwriting. mcasurements it is computationally 1nfe.a51ble
to separate t the handwmtmv measurements and bmd them to a S guature d1gest :

(3) California Government Code §16.5 requires that a-digital:signature-be capable of venﬁcaﬁom A 81gu;mre
digest produced by signature dynamics technology is capable of verification if:- TS

(A) the acceptor of the digitally signed message obtains the handwriting measurements for purposes of P
comparison, and et e
(B) if signature verification is a required component of a transaction with a public entity, the handwriting-

measurements can allow an expert handwriting and document examiner to assess the authenticity of a signature.

(4) California Government GCode §16.5 requires that a digital.signature remain ‘under the sole control-of the
person using it'. A signature digest is:under the sole control- of the person using it if:

(A) the mgnature«dloest captures: ithe’ handwrmng measurements and crypto graphlcally ‘binds them to. the

3
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(B) the. mgnature dwcs’t makes 1t computatlonally mfeasﬂ)le for the handwmting measurements to be bound to
any other message. - C

(5) The sigridture digest produced by signature dynamics technology st be linkedte the message i suo’h a
way that if the data in tHe message are chan@ed the s1crnature digest is mvahdated ) . ’

NOTE
Authority citéd: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

. ‘ HISTORY
1. New section filed 6-12-98; operative 6-12-98 pursuant to Government \C,od,e‘ section 11343.4(d) (Register 98, No. 24).
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§22004. Provisions for Adding New - Technologies to the List of Acceptable ’sl“euhno}ogies;.v' oy
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(a) Any individual or company can, by providing a written request that includes a full explanation of a proposed
technology which meets the requirements of Section 22002, petition the California Secretary of State to review
the technology. If the Secretary of State determines that the technology is acceptable for use with the state, the
Secretary of State shall adopt regulation(s), pursuant to the Administrative Procedure Act, which would add the
proposed technology to the list of acceptable technologies in Section 22003.

(b) The Secretary of State has 180 calendar days from the date the request is received to review the petition and
inform the petitioner, in writing, whether the technology is accepted or rej jected. If the petition is rejected, the
Secretary of State shall provide the petitioner with the reasons for the rejection.

(1) If the proposed technology is rejected, the petitioner can appeal the decision through the Administrative
Procedures Act (Government Code Section 11500 et seq).

NOTE

Authority cited: Section 16.5, Government Code. Reference: Sectlon 16.5, Government Code.

HIsTORY
1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code section 11343 .4(d) (Register 98, No. 24),

§22005. Criteria for Public Entities To Use in Accepting Digital Signatures.

oS et b e S R

(a) Prior to accepting a digital signature, public entities shall ensure that the level of security used to identify the
signer of a document is sufficient for the transaction being conducted.

(b) Prior to accepting a digital signature, public entities shall ensure that the level of security used to fransmit
the signature is sufficient for the transaction being conducted.

(c) If a certificate is a required component of a digital signature transaction, public entities shall ensure that the
certificate format used by the signer is sufficient for the security and interoperability needs of the public entity.

NOTE
Authority cited: Section 16.5, Government Code. Reference: Section 16.5, Government Code.

HISTORY
1. New section filed 6-12-98; operative 6-12-98 pursuant to Government Code section 11343 .4(d) (Register 98, No. 24).

Chapter 11. Safe at Home Confidential Address Program




STATE (’ﬁ:F CALIEGRNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor
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Stateof CALIFORNIA BOARD OF ACCOQUNTANCY
Coblome 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
C-g TELEPHONE: (916) 263-3680 Board Agenda ltem VIILF.6

"k FACSIMILE: (916) 263-3675 January 21, 2005
; R AF I WEB ADDRESS: hitp://www.dca.ca.govich:

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):

Firm Name;

Address Of Principal
Place Of Business
(mailing address):

Telephone Number Fax Number Business
(business hours): . (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
| state as follows:

1 Iamanindividual.
2. Il 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. Il | qualify for a practice privilege based on my current, valid license to practice public
accountancy in the following state:
License Date License
State: Number: Issued: Expiration Date:

4. [Ja. The state of licensure identified in ltem 3 is deemed substantially equivalent by the
California Board of Accountancy (CBA) (see Appendix 1 for a list of substantially equivalent

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

[lc. 1 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. ] | am submitting this notice to the CBA at or before the time | begin the practice of public
accountancy in California; OR

] (This option is only available through December 31, 2007.) | am submitting this notice
within five business days after | began the practice of public accountancy in California on
11 . My reason(s) for not providing notice on or before that date:




6. ] I have met the continuing education requirements and any exam requirements for the -
state of licensure identified in ltem 3 above. :

I consent and agree to the following:

7. ] To comply with the laws of the State of California, including the California Accountancy Act’
(Business and Professions Code Section 5000 et seq., accessible at
http./Avww.dea. ca: g@v/cba/acnt act. htm) and the regula‘uons theréunder (accessible at
http /fwww.dca.ca. gov/cba/regs himy. -

L ey

R |

8. ] To the personal and subject matter jurisdiction of the CBA including, but not limited to, the

following:

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

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

C. 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.

9. H To respond fully and completely to all inquiries by the CBA relating to my California practice
privilege, including after the expiration of this privilege.

10. [ To the authonty of the CBA to verify the accuracy and truthfulness of the information -
provided in this notification. | consent to the release of all mformahon relevant to the CBA’ .
inquiries now or in the future by: S
a. Contacting other state agencies; R
b. Contacting the SEC, PCAOB or any other federal agency before which | am authorlzed
to practice; and
c. Contadung NASBA

1. [ Inthe event that any of the information in this-notice changes, to provide the CBA written
notice of any such change within 30 days of its occurrence.

12. ] To concurrently submit the fee of $100.00.

REQUIREMENfé FOR SIGNING ATTEST REPORTS:

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

DlSQUALIFYING CONDITIONS 1 o,

Please check any- efthe ltems below that apply. For any items checked “yes” in (A} - (G), you must prd\;/ide
additional information as requested in Attachment X and you are not authorized fo practice in California
unless and until you receive notice from the CBA that the privilege has been granted.

g] &\l] A. | have been convicted of a crime other than a minor traffic violation.
Y N B.” Ihave had alicense, registration, pérmit or authority to practice a profession
O O slirrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned except

for the following occurrences:

(1) an action by a state board of accountancy in which the only sanction was a
requirement that the individual complete specified continuing education courses.

(2) 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.

2



Y N C. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
O O federal, or local court or agency (including the PCAOB) involving my professional
B conduct.
,,,,, N
Y N D | have an unresolved administrative suspension or an unpaid fine related to a prior
0 O California practice privilege.
Y N E. | did not respond to a request for information from the CBA related to a prior practice
O O privilege.
Y N F | have been notified by the CBA that prior Board approval is required before practice
O Od under a new practice privilege may commence.
Y N G | have had a judgment or arbitration award against me involving my professional conduct
O O in the amount of $30,000 or greater.

REQUIRED ADDITIONAL INFORMATION:
Do you currently hold a California Practice Privilege? L] Yes ] No

When does it expire?

Have you ever held a California CPA/PA license? [ ] Yes [ ] No License number:

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

State: License Number: Other Authority:

State: License Number: Other Authority:

An answer of “‘no” to any of the following statements does not disqualify you from a California practice
privilege.

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

My firm has undergone peer review within the last three years. L] Yes ] No

The state of licensure identified in ltem 3 requires CE in fraud detection. [ | Yes ] No
- If yes, | have fulfilled this requirement. [] Yes ] No

I, , understand that any misrepresentation or omission in
connection with this notification disqualifies me from the California practice privilege and is cause for
termination. 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 at the end of one year.



iTATE OF CALIFORNIA ~ STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

.OF ACCOUNTANCY

Stute ot - CALIFORNIABOARD
etarmartof 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
Consumer TELERHONE: (916) 263-3680
i FACSIMILE: (916) 263-3675

WEB ADDRESS: htip./lwww.dca.ca.govichd

ATTACHMENT X oy

1. If you checked any of items A — G under disqualifying conditions, please provide explanatory detailg: L

- | S

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

Date of Judgment/ e NE
Arbitration Award: ; Jurisdiction/Court: Docket No: -

PRIVACY STATEMENT! The information provided i this form will be used by the Califémia Board of Accountancy to determine .o
whether you qualify for practice privileges-in-Califernia. Sections 5080 through 5085 of the Busineéss and Professions Code authorize

the collection of this information. Failure to provide any of the required information is grounds for rejection of the form as being

incompiete. Information provided may be transferred to the Depariment of Justice, a District Attorney, a City Attorney, or to another
government agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional duties,

or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his or her file,
except as otherwise provided by the information Practices Act. The Executive Officer of the California Board of Accountancy is
responsible for maintaining the information in this form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
95815, telephone number (918) 263-3680 regarding questions about this notice or access to records.
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" State of Ca‘?f;’é“ia Aftai California Board of Accountancy
Department of Consumer Aftairs 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agenda Item V.A. Board Agenda ltem VIILF.6.a.
January 20, 2005 January 21, 2005
Practice Privilege Task Force Members Date : January 10, 2005

Board Mermnbers

Patti L. Franz :
Licensing Manage

Licensee Comments and Responses to Evaluation of Notification Form

Telephone : (916) 561-1740
Facsimile : (918) 263-3676
E-mail : pfranz@cba.ca.gov

At its meeting of November 18, 2004, the Practice Privilege Task Force requested
that staff distribute the draft nofification form to a sampling of licensees for
evaluation prior to its finalization. The form was e-mailed to 36 California licensees,
including the members of the Administrative Committee and the Qualifications
Committee. Staff received responses from 21 licensees.

The licensees were requested to provide comments to the following questions:

» Did you encounter any content that was confusing while cbmpleting the form?

« Were there sections of the form you believe should be better explained?

« Did you identify additional information you needed in order to complete the
form?

« What other suggestions do you have to improve the form?

Provided below are the most substantive comments received. An updated draft
notification form with the suggested edits in underline/strikeout format is attached
for review (Attachment 1). Staff have incorporated all of the suggested edits for
review and consideration by the Task Force (Attachment 2),

Suggested Edits to the Notification Form

Contact information

« |dentify that we are requesting the mailing address for the Principal Place of
Business.

Qualification Requirements

» Question 3, Page 1 — Add a field for License Expiration Date.
» Move items 5, 6, 7, 8, 11, and 12 under a separate heading such as “| consent
and agree to the following conditions.”




Practice Privilege Task Force Members
January 10, 2005
Page 2

¢ Add check boxes to all of the Qualification Requirements and consent
statements.

Additional Information

» The request for information regarding fraud continuing education should be
broken into two separate statements. For example: .
b N
The state of licensure identified in ltem 3 requires CE in fraud detection. [ ] Yes
If yes, | have fulfilled this requirement. ] Yes ] No

Disqualifying Conditions

. Change thg" Iabehng of“the dlsquahfymg con‘”"ltlons from “1” throtgh “6"to’ "A” ’
’ through “F” to allevnate confusmn for mdmduais completmg Attachment X. -
« Reéquire individiials 16 answer ‘gither “\?'es” or“Ng” to each d|squallfy|ng
condition.
. Add Cahforma Board of Accountancy to item E to allewate confuseon

Tored 1 TS AT

Su ggested Edits to_the Cemf:catxon of‘Attest Expenence form

SRR R T SRR

The Qer{fﬁca'{gm*oﬁ Attest ‘gxpe;nence“fp‘rmw as'also distributed for review.

Provided below are the most substantive comments received regarding thé'
Certification of Attest EXperience form. An'updatéd Certification of Attest :
Experience form with the suggested edits is attached for review (Attachment 3).
Staff have mcorporated all of sthé suggested edits for rewew and ‘consideration by
the Task Force (Attaohment 4) -

« Add the question, “Haveyou ever srg"j"h'”ed an attest report on béhalf of your firm?”

It was suggested thiéfoll6Wing twé statements be includéd’in the Certification of
Attest form. If included in the form, both statements will require narrative from the

practice privilege holder. The statements, which are not includéd in the draft fofm,

are provided to the Task Force for consideration and discussion.

1. Briefly discuss the scope of practice you expect to perform while practicing in
California.

2. Describe the experience you have had with respect to the Attestation standards,

and the Accountmg standards, related to the customary types of transactions

you expect to encounter while performmg the accountmg practlce you expeot to

ﬁ“‘ SR B

“*pérform in California: ™

ol

] No



Practice Privilege Task Force Members
January 10, 2005
Page 3

Suggested ltems 1o be Included in the Instructions to the Notification Form

Also provided below are items suggested to be incorporated into the instructions for
the Notification form, which are being presented for consideration and discussion.
The draft instructions for the Notification form will be completed for adoption at the
March Task Force meeting.

« Provide assurance that the individuals’ contact information will not be made
available for public requests.

» Define “personal and subject matter” from the second item under the heading I
consent and agree to the following conditions.”

Both forms will be revised to reflect the actions of the Task Force and the Board at
this meeting.

Attachmenis



STATE OF, (EALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

am————

CALIFORNIA BOARD OF ACCOUNTANCY
2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916) 263-3680
FACSIMILE: (916) 263-3675
WEB ADDRESS: http://www.dca.ca.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 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business
{mailing address):

Telephone Number Fax Number Business
{(business hours): (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
| state as follows:

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 Califorriia and of which | am an employee; OR
Il | have a pending application for licensure in California under Sections 5087 and 5088.
3. | qualify for a practice privilege based on my current, valid license to practice public
accountancy in the following state:

License Date License
State: Number: Issued: Expiration Date:

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

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

[Jc. | 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.




10.

42

Ll O

I am submitting this notice to the CBA:
At or before the time | begin the practice of public accountancy in California; OR
If submitted before December 31, 2007, within five business days after | began the

practice of public accountancy in Californiaon__/_ /. My reason(s) for not providing
notice on or before that date:

I have met the continuing education requirements and any exam requirements for the
state of licensure identified in item 3 above.

| consent and agree to the following:

|

fagreeTo comply with the laws of the State of California, including the California
Accountancy Act (Business and Professions Code Section 5000 et seq., accessible at
hitp://www.dca.ca.qov/cba/acnt act.htm) and the requlations thereunder (accessible at
hittp.//www.dca.ca.gov/cba/regs.htrmn).




[l +eensentlo the personal and subject matter jurisdiction of the California Board of

Accountancy (CBA) including. but not iimited 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;

e. To impose discipline for any violation of the California Accountancy Act or regulations
thereunder and recover costs for investigation and prosecution; and

f. To provide information relating {o a practice privilege andjor refer any additional and
further discipline to the board of accountancy of any other state and/or the SEC, PCAQOB
or other relevant regulatory authorities.

[l Lagree-To respond fully and completely to all inquiries by the CBA relating to my California

practice privilege, including after the expiration of this privilege.
1 }eensent-To the authority of the CBA to verify the accuracy and truthfulness of the

information provided in this notification. 1 consent to the release of all information relevant

{o the CBA’s inquiries now or in the future by:

d. Contacting other state agencies;

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

f. Contacting NASBA.

1 In the event that any of the information in this notice changes, to provide the CBA written
notice of any such change within 30 days of its occurrence.

|| }am-To concurrently submitiing the fee of $100.00.

REQUIREMENTS FOR SIGNING ATTEST REPORTS:
| 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
REQUIRED ADDITIONAL INFORMATION:
Do you currently hold a California Practice Privilege? 1 Yes [l No

When does it expire?

Have you ever held a California CPA/PA license? 1 Yes [ No License number:

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: QOther Authority:
| am an associated person of a firm registered with the PCAOB. [ ] Yes ] No
My firm has undergone peer review within the last three years. [] Yes ] No

The state of licensure identified in Item 3 reguires CE in fraud detection. [ | Yes 1 No
If ves, | have fulfilled this requirement. [71 Yes [1 No




DISQUALIFYING CONDITIONS:

Please check any of the items below that apply. For any items checked “yes”in (A} — (F), you must
provide additional information as requested in Attachment X and you are not authorized to practice in
California uniess and until you receive notice from the CBA that the privilege has been granted.

4= A. | have been convicted of a crime other than a minor traffic violation.

2 B. | have had a license, registration, permit or authority to practice a profession
surrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned except

for the following occurrences:

<[ 1<
Ciz[=

(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- C. | 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.D. 1 have an unresolved administrative suspension or an unpaid fine related to a prior
California practice privilege.

5. E. 1did not respond to a request for information from the California Board of Accountancy
related to a prior practice privilege.

(<
=

6. F. | have had a judgment or arbitration award against me involving my professional conduct
in the amount of $30,000 or greater.

< =< =
=z Oz O=

i, , understand that any misrepresentation or omission in
connection with this notification disqualifies me from the California practice privilege and is cause for
termination. 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.



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

Swieot CALIFORNIA BOARD OF ACCOUNTANCY
Calfornin o 2000 EVERGREEN STREET, SUITE 250
asumer
Affairs

SACRAMENTO, CA 95815-3832
TELEPHONE: (9186) 263-3680
FACSIMILE: (916) 263-3675
WEB ADDRESS: hifp:fiwww.dca.ca.govicba

~

ATTACHMENT X

1. If you checked any of items 4—8 A — F under disqualifying conditions, please provide explanatory details:

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

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

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 Califomia. Sections 5080 through 5095 of the Business and Professicns Code authorize
the collection of this information. Failure to provide any of the required information is grounds for rejection of the form as being
incomplete. Information provided may be transferred to the Department of Justice, a District Attorney, a City Attomey, or to another
govermnment agency as may be necessary to permit the Board, or the transferee agency, to perform its statutory or constitutional duties,
or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his or her file,
except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of Accountancy is
responsible for maintaining the information in this form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
95815, telephone number (816) 263-3680 regarding questions about this notice or access to records.



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

St of CALIFORNIA BOARD OF ACCOUNTANCY
Cadfonin 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
TELEPHONE: (916) 263-3680
FACSIMILE: (916) 263-3675
WEB ADDRESS: hitp://lwww.dca.ca, govicba

Attachment 2

NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO
PRACTICE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO .
CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTION 5096 AND TITLE 16, DIVISION 1,
ARTICLE 4 OF THE CALIFORNIA CODE OF REGULATIONS:

Name: Prior Name(s):

Firm Name:

Address Of Principal
Place Of Business
(mailing address):

Telephone Number Fax Number Business
(business hours): (business hours): E-mail:
Date Of Birth: / / Social Security Number:

QUALIFICATION REQUIREMENTS:
| state as follows:

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. I qualify for a practice privilege baséd on my current, valid license to practice public
accountancy in the following state:

License Date License
State: Number; Issued: Expiration Date:

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. |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 am submitting this notice to the CBA:

[

At or before the time | begin the practice of public accountancy in California; OR

U

if submitted before December 31, 2007, within five business days after | began the
practice of public accountancy in Californiaon __/_/ . My reason(s) for not providing
notice on or before that date: '

-




8. O | have met the continuing education requirements and any exam requirements for the
state of licensure identified in item 3 above.

| consent and agree to the following:

] To comply with 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.hfm) and the regulations thereunder (accessible at
http://www.dca.ca.gov/cba/regs.him).

| To the personal and subject matter jurisdiction of the California Board of Accountancy

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

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

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

c. 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.

] To respond fully and completely to all inquiries by the CBA relating to my California practice
privilege, including after the expiration of this privilege.

] To the authority of the CBA to verify the accuracy and fruthfulness 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 state agencies;

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

c. Contacting NASBA.

] In the event that any of the information in this notice changes, to provide the CBA written
notice of any such change within 30 days of its occurrence.

] To concurrently submit the fee of $100.00.

REQUIREMENTS FOR SIGNING ATTEST REPORTS:

| wish to be able to sign an attest report under this practice privilege and | have at ieast 500 hours of

experience in attest services. ] Yes ] No
REQUIRED ADDITIONAL INFORMATION:
Do you currently hold a California Practice Privilege? [l Yes ] No

When does it expire?

Have you ever held a California CPA/PA license? [] Yes [] No License number:

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

2



My firm has undergone peer review within the last three years. ] Yes ] No

The state of licensure identified in ltem 3 requires CE in fraud detection. [ ] Yes ] No
If yes, | have fulfilled this requirement. ] Yes ] No

DISQUALIFYING CONDITIONS:

Please check any of the items below that apply. For any items checked “yes”in (A) — (F), 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.

Y N A | have been convicted of a crime other than a minor traffic violation.

O O

Y N B. | have had a license, registration, permit or authority to practice a profession

O O surrendered, denied, suspended, revoked, or otherwise disciplined or sanctioned except

for the following occurrences:

(A) an action by a state board of accountancy in which the only sanction was a fine of
iess 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.

Y N C. | am currently the subject of an investigation, inquiry or proceeding by or before a state,
1 O federal, or local court or agency (including the PCAOB) involving my professional
conduct.
D. | have an unresolved administrative suspension or an unpaid fine related to a prior

California practice privilege.

E. | did not respond to a request for information from the California Board of Accountancy
related to a prior practice privilege.

F. | have had a judgment or arbitration award against me involving my professional conduct
in the amount of $30,000 or greater.

O< O=< O<
Oz [z =z

1, , understand that any misrepresentation or omission in
connection with this notification disqualifies me from the California practice privilege and is cause for
termination. 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.



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

Stoeol CALIFORNIA BOARD OF ACCOUNTANCY
Collorn 2000 EVERGREEN STREET, SUITE 250
Depertment SACRAMENTO, CA 95815-3832
 AISUINer TELEPHONE: (916) 263-3680
Affairs FACSIMILE: (916) 263-3675

WEB ADDRESS: htip.//lwww.dca.ca.govicba

ATTACHMENT X

1. If you checked any of items A — F under disqualifying conditions, please provide explanatory details:

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

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

PRIVACY STATEMENT: The information provided in this form will be used by the California Board of Accountancy to determine
whether you qualify for practice privileges in California. Sections 5080 through 5095 of the Business and Professions Code authorize
the collection of this information. Failure to provide any of the required information is grounds for rejection of the form as being
incomplete. Information provided may be transferred to the Department of Justice, a District Attorney, a City Attomey, or to another
government agency as may be necessary to pemmit the Board, or the transferee agency, to perform its statutory or constitutional duties,
or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each individual has the right to review his or her file,
except as otherwise provided by the Information Practices Act. The Executive Officer of the California Board of Accountancy is
responsible for maintaining the information in this form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacramento, CA
95815, telephone number (916) 263-3680 regarding questions about this notice or access to records.
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STATE OF CALIFORNIA — STATE AND CONSUMER SERVICES AGENCY ARNOLD SCHWARZENEGGER, Governor

3

Se of
g*‘!"?"'wd 2000 EVERGREEN STREET, SUITE 250
G SACRAMENTO, CA 95815-3832
Affairs

CALIFORNIA BOARD OF ACCOUNTANCY

TELEPHONE: (216) 263-3680

FACSIMILE: (916) 263-3676
WEB ADDRESS: hitp://www.dca.ca.govicba Attachment 3

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE
FULL NAME OF LICENSEE: (No Initials)  (First) (Middle) (Last) 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 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 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 Il above?

Have you had expertience in the preparation of written explanations and comments on the work performed and its

V. findings?
V. Have you participated in the preparation of and reporting on full disclosure financial statements?
V6L Have vou ever signed an attest report on behalf of vour firm?

| hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requirement,
Section 5095, prior to the submission of the notification of practice privilege, and that all statements and representations on this form are
true and correct.

Licensee Signature Date Signed




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

—

Stato of CALIFORNIA BOARD OF ACCOUNTANCY
Cproners of 2000 EVERGREEN STREET, SUITE 250
SACRAMENTO, CA 95815-3832
Consumer TELEPHONE: (916) 263-3680
fHairs FACSIMILE: (916) 263-3676 Attachment 4

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

CERTIFICATION OF ATTEST EXPERIENCE

PRINT OR TYPE

FULL NAME OF LICENSEE: (No Initials)  (First) (Middle) {Last) l SOCIAL SECURITY #
|

FIRM NAME (IF ANY) CURRENT TITLE

BUSINESS ADDRESS (Inciuding 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 aftest 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 enabiled 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

I 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 expetience in the preparation of working papers in connection with the various elements of
 and Il above?

Have you had experience in the preparation of written explanations and comments on the work performed and ifs

findings?
V. Have you participated in the preparation of and reporting on full disclosure financial statements?
VI Have you ever signed an attest report on behalf of your firm?

| hereby certify, under penalty of perjury under the laws of the State of California, that | have met California’s experience requirement,
Section 5095, prior to the submission of the notification of practice privilege, and that all statements and representations on this form are
true and correct.

Licensee Signature . Date Signed

|
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