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[. Call to Order.
President Donald Driftmier called the meeting to order at 9:30 a.m. on Monday,
February 25, 2008, at the Marriott Courtyard Sacramento Cal Expo and the meeting
adjourned at 12:24 p.m.

Board Members February 25, 2008
Donald Driftmier, President 9:30 a.m. to 12:24 p.m.
Robert Petersen, Vice President 9:30 a.m. to-12:24 p.m.
Rudy Bermudez, Secretary-Treasurer 10:09 a.m. to 12:24 p.m.
Sally Anderson 9:30 a.m. to 12:24 p.m.
Richard Charney 9:30 a.m. t0 12:24 p.m.
Angela Chi 9:30 a.m. to 12:24 p.m.
Lorraine Hariton Absent

Leslie LaManna Absent

Bill MacAloney Absent

Marshal Oldman 9:30 a.m. to 12:24 p.m.
Manuel Ramirez 9:30 a.m. to 12:24 p.m.
David Swartz 9:30 a.m. to 12:24 p.m.
Lenora Taylor 9:30 a.m. to 12:24 p.m.
Stuart Waldman Absent

Staff and Legal Counsel

Patti Bowers, Chief, Licensing Division

Paula Bruning, Office Technician

Don Chang, Supervising Senior Staff Counsel, Department of Consumer Affairs
Dominic Franzella, Peer Review Analyst

Scott Harris, Deputy Attorney General, Department of Justice

Greg Newington, Chief, Enforcement Program
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Deanne Pearce, Exam and RCC Manager

Dan Rich, Assistant Executive Officer

Carol Sigmann, Executive Officer

Theresa Siepert, Manager, Administration Division

Jeanne Werner, Deputy Attorney General, Department of Justice

Committee Chairs and Members

Harish Khanna, Chair, Administrative Committee
Tracy Garone, Chair, Qualifications Committee

QOther Participants

Bruce Allen, California Society of Certified Public Accountants

G.V. Ayers, Senate BP & ED Committee

James Brackens, American Institute of Certified Public Accountants

Conrad Davis, California Society of Certified Public Accountants

Mike Duffey, Ernst & Young LLP

Michelle Elder, Society of California Accountants

Kenneth Hansen, KPMG LLP

Ed Howard, Center for Public Interest Law

Linda McCrone, California Society of Certified Public Accountants

Carl Olson

Richard Robinson, E&Y, DT, PWC, KPMG

Gregory Santiago, Legislative Analyst, Department of Consumer Affairs

Hal Schultz, California Society of Certified Public Accountants

Phil Skinner, Center for Public interest Law

Jeannie Tindel, California Society of Certified Public Accountants

David Tolkan, Society of California Accountants

Mike Ueltzen, California Society of Certified Public Accountants

Kitty Williamson, Deputy Director, Administrative Support Services, Department of
Consumer Affairs

Board Minutes.

It was moved by Mr. Swartz, seconded by Ms. Anderson, and carried
unanimously to adopt the draft Board minutes of the January 17 - 18, 2008.
Mr. Bermadez was temporarily absent.

Report of the President.

Mr. Driftmier welcomed the group and introduced Mr. Don Chang, Supervising
Senior Counsel for the Department of Consumer Affairs, and indicated he was
filling in during Mr. Ritter's absence.

A. Mobility Resolution.

Mr. Driftmier talked about the reasons he developed the Mobility Resolution
{see Attachment 1). He stated that there is not a lot of positive media attention
given to CPAs as there is to doctors and lawyers. He added thathe is a
member of a Board of Directors of a major southern California hospital. As a
corporate Board, they hire auditors to audit the hospital. Due to Sarbanes-
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Oxley rules, he indicated that he is often called upon as a licensed CPA to be
the financial professional on the audit committee. Although his peers on the
Board are intelligent individuals, they defer to the CPAs on the Board the in-
depth discussions about the audit report. The non-CPA members do not
understand what that report does and how it affects the hospital. He indicated
that he believes that the members of the Legislature have similar issues.
Unless they are a licensee, or in a business that regularly interfaces with an
accountant, there is not a lot of interplay about what CPAs do.

Mr. Driftmier stated that CPAs make the headlines if they make mistakes, but
beyond that, he believes that the resolution approach to what the Board is trying
to accomplish in legislation would be a simple way to historically layout where
the Board was, where it has been, and what it is trying to accomplish.

Mr. Driftmier explained that all CPAs have to proceed through an education
process, which is universal and the movement is toward substantial
equivalency. The Board has a long history of accepting educational credits from
institutions outside of California. He noted that the issue is accreditation and
the Board had addressed that. Mr. Driftmier additionally stated that all boards
offer the computer-based examination that is offered many times each year by
the AICPA.

Mr. Driftmier reported that after the Board had looked at what other states have
done, and at the National Association of State Boards of Accountancy (NASBA)
along with the Uniform Accountancy Act (UAA), it appeared that there can be a
uniform way to operate as a licensed professional that is similar to the education
and examination processes. He noted that these issues summarize what the
Board is trying to do with non-notification for all states, and have all jurisdictions
perform their professional diligence and work with consumers and licensees to
have multi-state and global practices. Mr. Driftmier indicated that this is the
basic preface for the resolution to be put before the Board.

It was moved by Mr. Swartz, seconded by Mr. Ramirez, and carried
unanimously to adopt the Mobility Resolution. Mr. Bermidez was
temporarily absent.

Mr. Ed Howard, Senior Counsel for the Center of Public Interest Law (CPIL),
indicated that Mr. Driftmier's explanatory comments were helpful. However, he
indicated that CPIL had a separate viewpoint. He provided an example using
the National Association of Insurance Commissioners (NAIC). In his
hypothetical situation, the NAIC went to the current Insurance Commissioner in
California and indicated that there were several states that are doing an
excellent job at insuring the solvency of insurance companies. In addition, the
NAIC stated that even though California has some unique requirements to allow
insurers who are licensed out-of-state to examine their liquidity and solvency
before they are allowed to sell insurance policies in the state, they would like to
pass a policy to remove any effort on behalf of the California Insurance
Commission to look at the underlying solvency of insurance companies before
they are allowed to practice in California because it impairs the ability of
insurance compariies to be able to sell freely in California. Mr. Howard
indicated that the separation in his viewpoint is not whether or not that is a good
or bad policy, but whether or not the Insurance Commissioner in that
hypothetical situation would be serving the public well if it just said “yes” without
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actually looking on a state-by-state basis where each insurance company is
licensed as to whether those claims were accurate.

Mr. Howard continued his explanation of the separation in viewpoints as to the
question of whether the Board should recommend a policy relying on other
states’ disclosure and enforcement policies before it actually looks at what those
disclosure and enforcement policies are on a state-by-state basis. He noted
that the question is not having to do with the expertise of a CPA versus a
layperson, but has to do with the responsibilities of a regulatory board prior to
recommending a policy to the Legislature.

Mr. Howard highlighted areas on the resolution that he thought inaccurately
portrayed the state of the record in front of the Board. Mr. Howard referred to
the seventh point on the first page, and the final bullet point on the second
page. He stated that he believed the enforcement information is inaccurate
because the Board does not yet have an enforcement procedure as a part of its
legislation, and he does not know how the Board can characterize a proposal
that it has not yet reviewed, let alone approved. Mr. Howard next referred {o
and quoted the sixth bullet point on the second page. He said he considered
this to be accurate without being true. He then indicated that an Orange County
Register reporter looked at all 50 state Web sites and concluded that only 19 of
them provide disclosures that are comparable to the state of California.

Mr. Howard indicated that he believed that the sixth bullet point was accurate
without being true because the “Whereas” implies that you could go to all state
boards’ Web sites and find comparable information to what California provides.
He stated that he tested the system by searching for a convicted felon on the
California Board’'s Web site, and a separate felon on the Washington Board’s
Web site, both of which had been barred from practicing in their perspective
states. Mr. Howard reported that the Washington licensee’s record was clean,
however, the California licensee’s revocation was reflected on the Web site with
an explanation. He stated the idea that Californians will be able to go to another
state’s Web site and get information comparable to what is on the Web site in
California is either untrue or sufficiently untested so that no hint of it should be in
the Board'’s resolution.

Mr. Swartz stated that he does not believe that the individual from Washington
that Mr. Howard mentioned would apply for a Practice Privilege in this state, and
he indicated that he believed the people that will qualify will apply, and the
people that will not qualify will not apply. He asked Mr. Howard what the benefit
would be to the consumer at that point. ;

Mr. Howard replied that Mr. Swartz was hypothesizing his scenario in-the
absence of a single person that had been dissuaded from practicing in
California because of the three page notification form. Mr. Howard then referred
to a conversation from the last Committee on Professional Conduct (CPC)
meeting, wherein Mr. Ritter discussed the legal problems that are endemic of
the tough new standards the Board is saying already exist, but the standards
have yet to be considered or approved. He then stated that during that
conversation, Mr. Newington observed the problems with having no notice is
that the Board does not know who is practicing in this state Mr. Howard
indicated that if you have someone who has been banished from practice by the
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Securities and Exchange Commission (SEC), the SEC will not know to send a
notice informing California regulators and consumers that this person has been
barred from practice with the SEC. Mr. Howard indicated that CPIL does not
like the underlying proposal, however, that is a separate question from whether
it fulfills the responsibility of the Board. He indicated that when the Board
forwards this proposal, he believes that the homework should be done to check
all states’ Web sites.

Mr. Swartz stated that in the years since implementation of Practice Privilege,
the Board has yet to find a person like the individual from Washington trying to
come into California and applying for Practice Privilege. He further stated that
the Orange County Register article was not very factual. He asked Mr. Howard
to respond to the fact that the Board has yet to identify a problem licensee
through the Practice Privilege Program in California.

Mr. Howard stated that he was being asked to prove a negative. To say that the
existence of the three-page notification form has prevented people who would
otherwise practice here from doing so because they have to fill out the form,
then the form is a good thing. He indicated that he believed that the problem is
that nobody knows the definitive answer to this question. He stated that the
Board should task the staff with questioning and documenting the assumptions
under which the Board is operating.

Mr. Swartz responded that he believes the Board has done its research
regarding the Practice Privilege Program. He stated that NASBA has
determined that there will be 40 states that have passed mobility legislation by
2009. He noted that this is not just a California issue, but an issue that has
been discussed by almost every state legislature in this country.

Mr. Howard stated that he was not aware of any individual who has come
forward and indicated that they are discouraged or impaired from working in the
world’s sixth largest economy because of its three-page notification form. He
indicated that he believed that the Board should take time to test its
assumptions and not automatically take NASBA’s word for it.

Mr. Driftmier acknowledged the passionate beliefs of both sides. He stated that
the Board does not offer consumer protection by having someone fill out a piece
of paper and file it with the Board. He noted that it is not the same type of
review that is performed when licensing someone in the state of California.

IV. Continued Consideration of Key Policy Issues Related to Mandatory Peer Review.

Mr. Driftmier stated that his practice and others have chosen to belong to
professional societies and become part of the peer review process. In addition,
some have chosen, because they audit companies that have publicly traded stock,
to be subject to Public Company Accounting Oversight Board (PCAOB) review. He
further noted that there are some practicing accountants that have chosen to
prepare financial statements without subjecting themselves to the cost of a peer
review. A mandatory peer review is to ensure that the consumer knows that CPAs
are following accounting principles and standards by having those firms and
practitioners reviewed at least once every three years. Mr. Driftmier invited staff to
address the Board.
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Board Agenda ltem lILA.
February 25, 2008

Board Resolution

WHEREAS, for more than 100 years the California Board of Accountancy (CBA) has overseen the
licensing and practice of Certified Public Accountants (CPAs) and the practice of public accountancy
consistent with its public protection priority; and

WHEREAS, the CBA is appointed by the Governor and the Legislature with a majority of public
members (seven CPAs and eight public members); and

WHEREAS, for more than 100 years the National Association of State Boards of Accountancy
(NASBA) that is made up of public and licensed members who are or have been state regulators
throughout the nation and issue licenses to and oversee Certified Public Accountants in all states; and

WHEREAS, in February 1998, NASBA approved amendments to the Uniform Accountancy Act (UAA)
that were intended to provide increased mobility to CPAs on behalf of their clients by eliminating
outdated licensing requirements that did not reflect the realities of business or practice while preserving
the ability of state boards of accountancy to provide consumer protection; and

WHEREAS, a majority of states (including California in 2004) adopted versions of the 1998 mobility
proposal, but the patchwork of widely varying “notification” requirements in California and other states
had the unintended opposite effect of actually limiting interstate CPA/client mobility without providing
additional consumer protection; and

WHEREAS, reports of difficulties with notification requirements nationwide led NASBA to reexamine

the notification issue and — after an extended process of study and analysis that included issuing two
exposure drafts and receiving public comments — approved new mobility provisions on July 27, 2007,
and

WHEREAS, those mobility provisions are designed to eliminate unnecessary notification barriers, while
providing tough new enforcement procedures that give all state regulators the authority to directly
discipline any CPA who provides services in their state; and

WHEREAS, the CBA has carefully considered the 2007 mobility proposal at multiple public meetings,
hearing and taking into account the views of regulators, consumer advocates, members of the
accounting profession, and other members of the public; and

WHEREAS, the CBA believes that the 2007 mobility proposal supports consumer choice and
strengthens consumer protection in California, for reasons that include:

. State CPA licensing requirements are very simiiar nationwide which is intended to provide
the minimum common body of knowledge for entrance into the profession, continuing
competence and maximum enforcement to ensure public protection;
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A CPA who moves or relocates to California will still be required to obtain a California
license;

Professional standards and rules that CPAs must follow, such as Generally Accepted
Accounting Principles (GAAP), Generally Accepted Auditing Standards (GAAS), and the
regulations of the Public Company Accounting Oversight Board (PCAOB) and Internal
Revenue Service (IRS) are uniform-across the- country;

Consumers and businesses need immediate CPA services that often cross state lines and
the patchwork of state notification procedures often prevents rapid response to urgent client
needs, as in the case of filing multiple state tax returns for a single taxpayer or a conference
call with participants from many states;

Notification procedures in California are posted on the Web site and do not resLlIt in active
monitoring of out-of-state CPAs or any other significant regulatory action;

The existence of notification procedures may mislead consumers into bélie;,*;ng that
nenresident CPAs were actually evaluated or investigated by this Board and have a “seal of
approval” to offer services;

Consumers can ask CPAs to disclose where they are licensed and then verify their status
with the state regulatory board that licensed them; consumers can verify licensure for all
states via board Web sites or by calling the board offices;

The 2007 mobility proposal includes tough consumer protection measures that will require
nonresident CPAs to obey the laws of this state and make them automatically subject to the
jurisdiction and discipline of the California Board; charges can also be served on the CPA by
serving the-regulatory boeard inthe licensee’s-home=state; and- :

The CBA will not need to rely on other state boards to take disciplinary action; if out-of-state
CPAs disobey our laws, the CBA will be able to levy significant fines or bar that licensee
frorm any further practice in California and consumers can pursue civil action. S

WHEREAS, the CBA voted unanimously to approve the 2007 mobility proposal that is being
implemented nationwide and has developed proposed statutory language to incorporate it into the
California Accountancy Act with modifications and safeguards that are appropriate to protect
consumers in this state.

NOW, THEREFORE, BE IT RESOLVED that the California Board of Accountancy respectfully requests
that the California State Legislature and the Governor enact the mobility amendments to the California
Accountancy Act as recommended by the California Board of Accountancy.

Donald Driftmier, President

Dated
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BTATHE OF CALIFORNIA

DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY
FINAL
MINUTES OF THE

MARCH 21, 2008
BOARD MEETING

Westin Pasadena
191 North Los Robles Avenue
Pasadena, CA 91101
Telephone: (626) 792-2727
Facsimile: (626) 792-3755

|. Call to Order.

President Donald Driftmier called the meeting to order at 9:00 a.m. on
Friday, March 21, 2008, at the Pasadena Westin and the Board immediately
convened into closed session to deliberate Agenda ltems XII.A-F. The
meeting reconvened into open session at 9:55 a.m. and adjourned at

11:55 a.m.

Board Members March 21, 2008
Donald Driftmier, President 9:00 a.m. to 11:55 a.m.
Robert Petersen, Vice President 9:00 a.m. to 11:55 a.m.
Rudy Bermudez, Secretary-Treasurer 9:15 a.m. to 11:55 a.m.
Sally Anderson 9:00 a.m. to 11:55 am.
Richard Charney 9:00 a.m.to 11:55 a.m.
Angela Chi 9:00 a.m. to 11:55 a.m.
Lorraine Hariton 9:00 a.m. to 11:55 a.m.
Leslie LaManna 9:00 a.m. to 11:55 a.m.
Bill MacAloney 9:00 a.m. to 11:55 a.m.
Marshal Oldman 9:00 a.m. to 11:55 a.m.
Manuel Ramirez 9:00 a.m. to 11:55 a.m.
David Swartz 9:00 a.m. to 11:55 a.m.
Lenora Taylor 9:00 a.m. to 11:55 a.m.
Stuart Waldman Absent

Staff and Legal Counsel

Patti Bowers, Chief, Licensing Division
Paula Bruning, Executive Office Technician
Dominic Franzella, Peer Review Analyst
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Scott Harris, Deputy Attorney General, Department of Justice
Kris McCutchen, Licensing Manager

Greg Newington, Chief, Enforcement Program

Dan Rich, Assistant Executive Officer

George Ritter, Legal Counsel, Department of Consumer Affairs
Carol Sigmann, Executive Officer

Liza Walker, Practice Privilege Coordinator

Committee Chairs and Members

Harish Khanna, Chair, Administrative Committee
Tracy Garone, Chair, Qualifications Committee

Qther Participants

Ken Bishop, NASBA

Mike Duffey, Ernst & Young LLP

Kenneth Hansen, KPMG LLP

Ed Howard, Center for Public Interest Law

Carl Olson

Richard Robinson, E&Y, DT, PWC, KPMG

Gregory Santiago, Legislative Analyst, Department of Consumer Affairs
Hal Schultz, California Society of Certified Public Accountants

Phil Skinner, Center for Public Interest Law

Jeannie Tindel, California Society of Certified Public Accountants

Board Minutes.

The draft Board minutes of the February 25, 2008, Board meeting were
adopted on the Consent Agenda (See Agenda ltem XII1.C.)

Report of the President.
A. Proposed 2009 Board Meeting Dates.

it was moved by Mr. Petersen, seconded by Mr. Oldman, and
unanimously carried to adopt the proposed 2009 Board meeting
dates (see Attachment 1). Ms. Taylor and Ms. Hariton were
temporarily absent.

Mr. Ramirez requested that the Board consider moving one of its Los
Angeles meetings to Orange County since many of the Board
members live or work near that area.

Ms. Sigmann responded that the Board is restricted to the $84.00

State Government Rate in that area. Mr. Ramirez offered to assist in
securing a facility in Irvine or the surrounding area.
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3. Discussion of Administrative Suspension and Other Enforcement
Options Related to Cross-Border Practice.
Mr. Ramirez reported that the CPC discussed issues related to
California’s reliance on other states’ enforcement practices, and the
possibility that felony convictions that would result in automatic
cancellation of cross-border privileges may be overturned.

Mr. Ramirez reported that the CPC recommended that the Board
adopt the language as presented in 5096, 5096.1, and. 5096.4
(see Attachment 6) with the following changes:

e For 5096 (c)(2), delete the wording “and ethics examination
requirements.”

o For 5096.1 (f), have language redrafted to address convictions
overturned on appeal and automatic reinstatement of cross-border
privileges.

¢ In addition to the felonies found in Section 5096.1 (b)(2), draft
language to allow the Board to adopt through regulations
additional felonies that would result in termination of cross-border
practice.

» For 5096.4 (d), amend language to allow hearings to be conducted
within 90 days as opposed to 45 days.

It was moved by Mr. Ramirez, seconded by Mr. Oldman, and
unanimously carried to adopt the CPC’s recommendations.

4. Consideration of Revised Statutory Language Related to Cross-
Border Practice.

Mr. Ramirez reported that the CPC members discussed information
available from other states and NASBA. Mr. Ken Bishop of NASBA
provided an update on CPA mobility and NASBA'’s Accountancy
Licensee Database. The CPC heard recommendations from

Ms. Sigmann and from Mr. Howard, Senior Counsel from the Center
for Public Interest Law (CPIL).

Mr. Ramirez reported that the CPC recommended that the Board
adopt proposed revisions to B&P Code Section 5096 related to cross-
border practice and related code sections as prepared by staff (see
Attachment 7) with the following addition:

¢ Incorporate language that will reflect the Board's intent to provide
access to other state boards’ Web sites for consumer protection
purposes.
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See Agenda ltem IX.D.3.g. for the action on this item.
. AB 2473 (Niello and Ma) — Accountancy: Licensure.

Ms. Hariton reported that AB 2473 is the Board's cross-border
practice legislation. '

Ms. Hariton reported that the Legislative Committee recommended
that the Board adopt a “support” position on this bill.

See Agenda ltem 1X.D.3.g. for the action on this item.

. SB 721 (Ashburn and Perata) — State Agencies: Succession
Plans.

Ms. Hariton reported that this bill requires every state agency, by
January 1, 2010, to establish and implement a plan for succession
of key management and supervisory positions, and by January 1,
2012, report to the Legislature on the status of those plans. The
bill defines "succession plan" to mean the process of identifying
and preparing suitable employees, through mentoring, training,
and continuing education, to replace key managerial or
supervisory employees as their tenure expires, for reasons
including retirement.

Ms. Hariton stated that the DCA legislative office indicated that this
bill is in the Assembly Committee on Appropriations suspense file
and will likely “die” there.

Ms. Hariton reported that the Legislative Committee recommended
that the Board adopt a “watch” position on this bill.

See Agenda ltem IX.D.3.g. for the action on this item.
SB 797 (Ridley-Thomas) — Professions and Vocations.

Ms. Hariton reported that this bill reaffirms a licensing Board's
authority to discipline a licensee for a conviction of a crime
substantially related to the qualifications, functions, or duties of the
profession. It introduces a new limitation at B&P Code Section
490(d), however, that would essentially prohibit imposing discipline
in relation to convictions that had been expunged pursuant to
Penal Code Section 1203.4,

This bill would also require that licensed employers sign tax
returns to exempt unlicensed employees involved in the return
preparation from the requirement of tax preparer registration. The
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CPC Agenda Item [1 Board Agenda Item IX.C.3

March 20, 2008 March 21, 2008
STATE OF CALIFORNIA
Memorandum
TO: CPC Members Date: March 13, 2008 )
Board Members Tel.: (916) 574-8220
Fax: (916) 574-8623
FROM: George P. Ritter

SUBJ:

Senior Staff Counsel

Discussion of Administrative Suspension and Other Enforcement Options =
Related to Cross-Border Practice

Attached is draft proposed language to amend Business and Professions Code
Section 5096.4 (Administrative Suspension) and add a new Section 5096.1 to cover
forfeitures of the right to engage in cross-border practice where there are convictions
of serious crimes or the individual loses legal authorization to practice in the State
where his or her principal place of business is located. One of the primary reasons
for redrafting Section 5096.1 was to narrow the list of serious crimes that can result
in this type of forfeiture.

[ will be available at the meeting to discuss any issues related to this agenda item.

Attachment



CPC Agenda ltem |l Board Agenda ltem IX.C.3.

March 20, 2008 March 21, 2008
Attachment 1
Section 5096 of the Business and Professions Code is amended to read:

(a) An individual whose principal place of business is not in this state and who has a
valid and current license, certificate, or permit to practice public accountancy from
another state may, subject to the conditions and limitations in this article, engage in the
practice of public accountancy in this state under a cross-border practice privilege
without obtaining a certificate or license under this chapter if the individual satisfies one
of the following:

(1) The individual has continually practiced public accountancy as a certified public
accountant under a valid iicense_certificate. or permit issued by any state for at least
four of the last ter 10 years.

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

(3) The mdlvxdual possesses educatlon examination, and experience qualifications for
licensure whisk-have-bosh-cetermines-by-the-boardde-be thal are substantially
‘equivalent to this state S quahf oatxons under Section 5093.

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

{3} (¢) An individual who helds—a practices under cross-border practice in this state

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

(2) Shall comply with the provisions of this chapter, board regulations, and other laws,
regulations, and professional standards applicable to the practice of public accountancy
by the licensees of this state and to any other laws and regulations applicable to
individuals practicing under cross-border practice privileges in this state, except the
individual is deemed, solely for the purpose of this article, to have met the continuing
education requirements and ethics examination requirements of this state when sush
the individual has met the examiration-and continuing education requirements of the
state in which the individual holds the valid license, certificate, or permit as provided in
Sesher-8006 subdivision (a) eawmeh—@he—s&bs%aﬂ%@—eq&%%based

(3) Shall not provide public accountancy services in this state from any office located in
this state, except as an employee of a firm registered in this state. This paragraph does




not apply to public accountancy sérvices provided to a client at the client's place of *
‘ busmess or residence.
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(DY Any judgmient-or arbitration award against the individual invelving ‘the - professmnal
"conduct of the individual in the amount of thlrty thousand dollars ($3® @O@)~or—~great e
. within thelast 1 @-yéarsy 14 x & w2y 3b”

.- (E) Any other conditions as specmed by the board in regulatlon= T v
' (3) The board'may ‘adopt regulations exem pting:specified minor occurrences of the

' condu‘c fons hsted in subparagraph (B) of paragraph'(2) from being disqualifying _‘

ond;t;gn.




Section 5096.1 of the Business and Professions Code is amended to read:

(a) The right of an individual to engage in cross-border practice without prior approval of the

Board is a privilege that. among other things, is conditioned on:

(1) The existence of legal authorization to perform professional services as a public accountant
from the State in which his or her principal place of business is located: and

(2) The absence of anv disqualifving conditions listed in Section 5096(d) or specified in
regulations duly adopted by the Board. ’

(b) In order to protect the paramount interests of the public and the consumers of the State of
California, the Legislature finds that if an individual fails to meet certain of these conditions, he
or she should be considered conclusively disqualified from engaging in cross-border practice. In

addition, an instant forfeiture of the individual’s privilege to engage in cross-border practice will
occur as a matter of law. No hearing shall be held. nor shall the Board have anv discretion on

whether or not to terminate the individual’s cross-border practice when anv of these conditions
occur. Those conditions are as follows.

(1) The individual’s legal authorization to perform professional services as a public accountant
is revoked. canceled, suspended. or otherwise terminated by the State in which his or her
principal place of business is located. A certified copy of the order. decision or judgment

revoking, canceling, suspending. or otherwise terminating the legal authorization of the
individual to perform professional services as a public accountant by the tribunal. court or
agency in his or her principal place of business shall be conclusive proof of the fact that the
individual no longer has authorization to provide professional services in that State.
(2) The individual is convicted of anv of the following felonies:
(A) Murder;
(B} Robbery:
(C) Grand Theft;
(D) Embezzlement. .
(c¢) For purposes of subdivision (b). a crime is a felonv if it is specifically declared to be so by
statute or is charged as a felonv irrespective of whether in a particular case it mav be considered
a misderpeanor as a result of post-conviction proceedings.

(O8]



cOnviction
( e} The 1nd1v1dua1 whose cross—bcrder mwﬂeoes have been termmated under ﬂllS section m_y

engage in cross~b@rder ‘@ractwe 1f el’cher of ’the f@llewmg »@ccurs . ,
% /(1) The judgment of conviction is overturned on appeal.. - S P
~ % (2) The individual’s legal authorization to.piovidéservices.asa pubhc accountant is restored
bv the State where his or her Brmcmal ‘place x@f busmess is located:

Sectlon 5096.4 of‘the Busmess and Professwns ‘Code is amended fo read:-~

PR . . " H . e e’ 4 < 4_‘\43‘9 o T SRR LS N P PN Lo ety

(a) The nght of an 1nd1v1dua1 to efigage in cross-border pracuce i
famq-leae may be adnnmstra’twely suspended a’c“any nme by a;n erder 1ssued by the board e *L’ES*“

: ( 2) Sen@us injury: w111 resuh: 16 ﬁhe nubhc before the matter could be hea:rd on notice.
... (b) Thie administrative suspension order is-imimediately effective wheh:mailed to the #
mdw1dua1’ address of record or agent for notice and service as provided for in this article. ~
* (c) The administrative suspensmn order shall contain 'che following: - e
{1) The reason for the suspension: .. . - * e
.. (2) A statemént that:the indjvidial’ has"the nght Wlthm 30 /days to appeal the admmlstratwe i;; ;
" suspensmm order and request'a hearm 4] v in the order - -

is. Sub]ect to revocatlon fon, limi « J diti mcludmg the ﬁhng
" of a-statement-ofissues an accusanon by the board settmg forth the reasons for the administrative

suspenswn of cr oss~border practice pfwﬁeges and specufymg the statutes and mles on W}:uch the .

- Heann' S shall be conducted




within 45 davs of the board’s receipt of the individual’s appeal of the administrative suspension
order. A final decision shall be issued no later than 45 days after submission of the matter. If
the decision sustains 1 ard’s suspension order, it shall become permanent. Qtherwise, it

(e) The administrative suspension shall contmue in effect unt11 terminated bv an order of the
board or the executive officer o £
suspension; however, any suspension order that has been aDDealed wﬂl dlssolve by oneratlon of
law unless a ﬁnal decision upholdms: the order is issued within 90 davs of the anneal

NOTES

1. Provision stating that certified copy of criminal conviction “shall be conclusive proof of
the fact of the conviction” is based on B. & P. Code § 4311(d)(3) (Pharmacy Law).

2. Conviction of specified crimes deemed to be disqualifying as a matter of law is based on
B. & P. Code §§ 4311(c)(4) & 2236.1(c) (Medical Practice Act).

3. Provision that “no hearing shall be held” regarding crime conclusively deemed to be
disqualifying is based on B. & P. Code § 2236.1(c).

4. Designation of crime as a felony based on B. & P. Code § 4311(f).

5. Time frames for administrative appeal patterned after B. & P. Code §§ 494 and 2310.
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Consideration of Revised Statutory Language Related to Cross-Border Practice

Attached for your consideration is the revised statutory language for cross-border
practice in California. The language adopted by the Board at the November 2007
Board meeting is shown in the single underline/strike-out format. Edits approved at
the November 2007 Board meeting are incorporated and reflected in the double
underline/double strike-out format and provided for consideration.

Excerpts from the November 2007 Board meeting minutes related to the discussion
of the draft statutory language are attached for reference purposes.

On February 21, 2008, Assembly Bill 2473 was introduced and included the cross-
border language approved at the November 2007 CPC/Board meetings. Should
there be edits to the proposed statutory language adopted by the Board at the
March meetings, staff will submit the changes to the author for incorporation into
the language of the bill.

Section 5086.4, Administrative Suspension, will also be discussed at the March 20-
21, 2008 CPC/Board meetings and is not included in the attached document. Any
edits to Section 5096.4 adopted by the Board will also be incorporated into the bill
language as mentioned above.
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ATTACHMENT 1

PROPOSED REVISIONS TO BUSINESS AND PROFESSIONS CODE
SECTION 5096 RELATED TO CROSS-BORDER PRACTICE
AND RELATED CODE SECTIONS

5096. Cross-Border Practice Privilege General Requirements

(a) An individual whose principal place of business is not in this state and who has a
valid and current license, certificate, or permit to practice public accountancy from
another state may, subject to the conditions and limitations in this article, engage in the
practice of public accountancy in this state under a cross-border practice privilege
without obtaining a certificate or license under this chapter if the individual satisfies one
of the following:

(1) The individual has continually practiced public accountancy as a certified public
accountant under a valid license__certificate. or permit issued by any state for at least
four of the last s 10 years.

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

(3) The individual possesses education, examination, and experience qualifications for
licensure whi } that are substantially
equivalent to this state's qualifications under Section 5093.

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

{e3 (c) An individual who helds-a practices under cross-border practice in this state

privilege-under-this-artisle:

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

(2) Shall comply with the provisions of this chapter, board regulations, and other laws,
regulations, and professional standards applicable to the practice of public accountancy
by the licensees of this state and to any other laws and regulations applicable to
individuals practicing under cross-border practice privileges in this state, except the
individual is deemed, solely for the purpose of this article, to have met the continuing
education requirements and ethics examination requirements of this state when saeh
ithe individual has met the examinationand continuing education requirements of the



state in which the' lnd dua| holds th“ a‘hd lcense c:ertlﬂcate or permlt as provided in
Seetion-5008 subdivision (a) on-which:h ial-edy :
"(8) Shall not provide public accountancy services in th|s~state from any off ice located in
- ‘this state, except as an employee of a firm regtstered in this state. This paragraph does
‘notapply to public accolintahcy services provided {674 clierit’at the client's: place of kit
“business or residence. . v,
e (4) s deemed to’ have appomted the regulatory agency of the: each state ‘
. Wthh he or she hoids a: hi Hals certrﬁcate 'licenise, 6r permit igona-y
- « aséd as the individual's agént on whom notlces subpoe )
or other process may be served in any acton or proceedrng by the board agalnst the,q -
individual.

. (6) Shall cooperate with any board investigation or inquiry and shall tlmely respond to
a board investigation, inquiry, request; notice, demand or subpoena for information or
 documents and timely provide to the board the identified information and documents?'}‘ '
" () Shall not perform any services in this state under cross-border practice that thei
indivicual he or she is.not legally authorized to perform in #aedndivduals his or her state
of prmolpal place of busmess .

. of thrs 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 sanction
nvolving any license, permit, registration, certificate or other authority to practic:
ofession in this or any other state 6r foreigh country or to practice before any sta
‘federai or local court or.agency, or the Public Coempany-Accounting Oversight Board:*
-+ (C) Pendency of any investigation, inquiry or proceeding by or before any state, R
. federal or local court or agency, including, but not limited to, the Public Company - ™ -
- Accounting Oversight Board, involving the professional conduct of the individual. '
x. - (D) Any judgment or arbitration award against the individual involving the professwnal

. conduct of the individual in the amount of thirty thousand dollars ($30,000) or greate '
wrthln the [ast 10 years. w
o (E) Any other conditions as specrﬂed by the board in regulation. v

“(3) The board may adopt regulations exempting specified minor occurrerices of the
conditions listed in subparagraph (B) of paragraph (2) from belng dlsquahfyrng '
:‘condmons under thlS subdivision..

ond ition. .



5096.2. Denial of a Cross-Border Practice Privilege

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

(b) The board may deny cross-border practice privileges in this state using either of
the following procedures:

(1) Notifying the individual in writing of all of the following:

(A) That the Scross-border practice privilege is denied.

(B) The Rreasons for denial.

(C) The Eearliest date on which the individual is eligible for a cross-border practice
privilege in this state.

(D) +hat Tthe individual has a right to appeal the notice and request a hearing under
the provisions of the Administrative Procedure Act if a written notice of appeal and
request for hearing is made within 15 86 days.

(E) Fhat-f Should the individual dees not submit a notice of appeal and request for
hearing within 15 88 days, the board's action set forth in the notice shall become final.

(2) Filing a statement of issues under the Administrative Procedure Act.

(c) An individual licensed out-of-state who had been denied a cross-border practice
privitege in this state may petition apphy for board approval to practice under a-rew
cross-border practice privitege not less than one year after the effective date of the




....notice or decision denying the practice in this state privilege unless a longer time-period,
" not to exceed three years is speci ﬂed in the notice or decision deny ng the prac’mce in

‘ ‘thrs stateswuege o . el e MO el

' ‘subject to revocatlon suspensnon fnes or other dxscxphnary sanctions for any Cenduct
that would be grounds for discipline against a licensee of the board or for any conduct in
v1o|at|on of this artlcle or reguiatlons lmplement ng this artiole

ts) (b) The board may recover its costs pursuant to Section 5107 as partof any. ...«
- .. “disciplinary proceeding against an individual who is licensed eui=ef-state in another .
. state and who js practicing or whe has practiced under cross-border practice in this
.State the-holder-of a-practice-privilege.
© ~4dj (c) An individual licensed out-of-state whose cross-border practice privilege has
been revoked may petition apply for a-new board approval to practice privitege in this
state not less than one 'year after the effective date of the board's decision revoking the
rndlv dual's cross-border practice privilege unless a longer time period, not to éxceed:
three years, is specified in the board's decision revok(ng the practice in this state

. the commencement of a dlsc;plmary proceedlng by the ﬂhng of an accusa’mon by the
etb@ard sha!l apply under thls article

| 5006.6 Delegation of Authority, Executive Officer B

In addition to the authority otherwiese provided for by this code, the board may
delegate to the executive officer the authority to issue any notice or order provided for in
this article and to act on behalf of the board, including, but not limited to, issuing a



notice of denial of a cross-border practice privilege and an interim suspension order,
subject to the right of the individual licensed in another state eut-efstate to timely
appeal and request a hearing as provided for in this article.

5096.7. Definitions

Except as otherwise provided in this article, the following definitions apply:

(a) Arywhere The the terms "license," "licensee," "permit," or "certificate” as is used in
this chapter or Division 1.5 (commencing with Section 475} it shall include persons as
defined in Section 5035 performing cross-border helding practice or practicing under an

alternative firm registration privileges under this article, unless otherwise inconsistent
with the prowsmns of the amcle

(e (b) Arywhere The the term "employee" as is used in this article # shall include, but
is not limited to, partners, shareholders, and other owners.

5096.8. Investigative Powers

In addition to the authority otherwise provided by this code, all investigative powers of
the board, including those delegated to the executive officer, shall apply to
investigations concerning compliance with, or actual or potential violations of, the
provisions of this article or implementing regulations, including, but not limited to, the
power to conduct investigations and hearings by the executive officer under Section
5103 and to issuance of subpoenas under Section 5108.

5096.9. Authority to Adopt Regulations

The board is authorized to adopt regulations to implement, interpret, or make specific
the provisions of this article.

5096.10. Expenditure Authority to Implement Cross-Border Practice-Privileges

The prowsmns of this amcle shall oniy be operatlve if corpmensing-Juh-1-2005-and
}8-44- there is an sentinuing

appropnat on from the Aocountancy Fund in the annual Budget Act to fund the activities
in the article and sufficient hiring authority is granted pursuant to a budget change
proposal to the board to provide staffing to implement this article.




o m another state and does not have an ofﬂce in thxs state

.Servwes Pt:aet-lee

" (a) An eemﬂeé—pubhe accoun’rmg ﬂrm as def ned in Sec’uoh 5035. 3, or sole propnetor
that performs attest services for entmes headquartered in thrs state is-authorizedto
: ' e may engage in.
‘-ethe praotlce of public accountanoy in this state through an alternative firm reqrstrahenf
the—he%er—eﬁ—a—prae%eeem#ege provided that the firm or sole proprietof: W e
(1) The-practice-efpublic-accountancy-by-the-firm lis limited-io authonzed 1o pract e:c:

| 1@*‘%‘9%9

- (2) Has one partner, shareho‘lder or owhér who qualiﬂes for cross- bbrd"er\braéfice ih

“ " this state and shall provides to the board with his or her name, state of principal place of

e - {4) Shall comply with the provisions of this chapter, board regulations, and o‘ther law“

business, license number and %heﬂrm 1dent|fqu nformatton gboutihefirm

2 (3) AH lis deemed to consent to the
personal, sub)ect matter and diSClpImary Jurlsdtchon of the board with respect’ to any
practice under this section.

 regulations, and professional standards applicable to the practice of public accountan
-:bv the hcensees of this state and to any other laws and requlations applicable to

cross-border practice. :

R (5) s deemed to have appoi nted the regulatory agency of each state in wh|ch the\firm

. or sole proprietor holds a cerfificate, license, or permit as the agent on whom notices;i+ -

subpoenas, or other process may be served in any action or proceequ by the board

' against the firm or sole proprietor.

(6) Shall cooperate with any board investigation or inquiry and shall timely respond to..

=Ta¥al

.« aboard investigation, inguiry, request, notice, demand, or subpoena for information or’

| dOcuments and timely provide to the board the identified information and documénts
"~ (7) Shall not perform any services in this state under aliernative firm registration
sross-borderprastice that the firm or sole proprietor is not legally authorized to perform

inits or h is or he[ t-%as state of prmcrpal p\ace of business.

Semces



(c) The board may revokes or suspend an alternative firm reqistration, issue a fine
pursuant to Article 6.5 (commencing with Section 5116), or otherwise restrict or
discipline the firm or sole proprietor for any act that would be grounds for discipline

against a licensee or grounds for denial of a license a-heolderof-a-practiceprivilege

(a) An accounting firm as defined in Section 5035.3, or sole proprietor, that performs
non-attest services for entities headguartered in this state may engage in the practice of
public accountancy in this state without any form of firm registration provided that the
firm or sole proprietor:

(1) Is authorized to practice in another state and does not have an office in this state.

(2) s deemed to consent to the personal, subject matter, and disciplinary jurisdiction
of the board with respect to any practice under this section.

(3) Shall comply with the provisions of this chapter, board regulations, and other laws,
requlations, and professional standards applicable to the practice of public accountancy
by the licensees of this state and to any other laws and regulations applicable to
individuals practicing under cross-border practice.

(4) Is deemed to have appointed the regulatory agency of each state in which the firm
or sole proprietor holds a certificate, license, or permit as the agent on whom notices,
subpoenas. or other process may be served in any action or proceeding by the board
against the firm or sole proprietor.

(5) Shall cooperate with any board investigation or inquiry and shall timely respond to
a board investigation, inquiry, request, notice, demand, or subpoena for information or
documents and timely provide to the board the identified information and documents.

(6) Shall not perform any services in this state under cross-border practice that the
firm or sole proprietor is not legally authorized to perform in their state of principal place
of business.

(b) The board may revokes or suspend authorization to practice under this section,
issue a fine pursuant to Article 6.5 {commencing with Section 5116}, or otherwise
restrict or discipline the firm or sole proprietor for any act that would be grounds for
discipline against a licensee or grounds for denial of a license.




5035.3. “Fi-rme’l"iﬁciudes S B

“;t;“{For purposes ofs%ém&éb%m@ﬁ Sectiong 5050.2 era-Seetions 5054-and-, 5096.12 - .
and 5096.13 "firm" includes any entity that is authorized or permitted to practice publlc

- accountancy as a firm under the laws of another state or country.

praot ce of pubho accountancy m thxs state uniess the person is the holder ofa vahd
permit to practice public accountancy issued by the board or practicing in this state

+ Under cross-border practice a-helderofa-practice-privilege pursuant to Article 5.1

(commencmg with Sectlon 5096).




5050.2. Practice Without Permit. Temporary Practice. and Discipline of Out-of-
State-or-Foreign-Accountant an Individual or Firm With a License From a Foreign

Country

(a) Nothing in this chapter shall prohibit a person or firm that holds a valid and current
license, registration. certificate. permit. or other authority to practice public accountancy
from a foreign country. and lawfully practicing therein. from temporarily engaging in the
practice of public accountancy in this state incident to an engagement in that country
provided that the individual or firm:

__(1) Is regulated by the foreign country and is performing the temporary practice in this
state under accounting or auditing standards of that country.

(2) Does not represent or_hold himself. herself. or itself out as being the holder of a
valid California permit to practice public accountancy.

(3) Is authorized to practice in another country and does not have an office in this
state.

{4) Shall be deemed to consent to the personal, subject matter. and disciplinary
jurisdiction of the board with respect to any practice under this section.

(5) Shall cooperate with any board investigation or inquiry and shall timely respond to
a board investigation, inguiry, request, notice. demand. or subpoena for information or
documents and timely provide to the board the identified information and documents.

(6) Shall not perform any services in this state that the individual or firm is not legally
authorized to perform in the country of principal place of business.

(b) The board may reveke-suspend; issue a fine pursuant to Article 6.5 (commencing
with Section 5116), or revoke. suspend. or otherwise restrict the right to practice in this
state or otherwise discipline a person with a license, registration, cettificate. permit or
other authort\f to QFBCUCG QLIblIC accountancv from a forenqn country %h&%%h% the-hoid@:

on of this code

{a%—ef—%ea%en—é@éxi—epSeetbeﬂ—éggé‘i% for any act that would be a viola

or grounds for discipline against a licensee er-heolderof-aprastice-privilege, or grounds
for denial of a license erpractice-privilege under this code. The provisions of the
Administrative Procedure Act, including, but not limited to, the commencement of a

disciplinary proceeding by the filing of an accusation by the board sha[l apply to this

section. Any person whose authorization to practice

&%@%%&W@%MM@%@%@Q@% has been revoked




nder ’thls under this section may apply for rernstatement of the authonza’non fo practrce W
5@96—42 not less than one year after the effective da:te of. Ihe board s decrsron revokmg
the authorization to practice unless.a longer time, -not to exceed three. years |s specn‘:ed

*in the board's decision revoking the authorization to practice. ) v
. it [e)The board may ad mlnlstratwely suspend the authonzaton of any person to
T prac’rlce updersubdivision : 505408
Section-5006-42 under thls secﬁon for any aot that would be grounds for admrms‘cra Ve
“suspension under Section 5096.4 utilizing the procedures set forth i in that sectlon;. RS

5088. Out-of-State Certified Public Accountant Applying for California License R

& Any individual who is the holder of a current and valid license_certificate. of permit:

‘as a certified public accountant issued under the laws of any state and who applies to -
. the board for a license as a certified public accountant under the provisions of Seotlon '
5087 may, until the time the application for a license is granted or denied, practice -
.+ public accountancy in this state only under & the cross-border practice prw#ege
pursuantte-the provisions of Article 5.1 (commencing with Section 5096), except that; ..
for purposes of this section, the individual is not disqualified from & cross-border -
practice privitege during the period the application is pending by virtue of maintaining an

‘ “»?oﬁlce or pnncupal place of busmess or both in thrs state Ihe—bearel—may—-bmg&atm g

uf

5092. Pathway 1 L : ‘

(a) To qualify for the certified public accountant license, an applicant who is applying-
under this section shall meet the education, examination, and experience requirements:

10



specified in subdivisions (b), (c), and (d) or otherwise prescribed pursuant to this article.
The board may adopt regulations as necessary to implement this section.

(b) An applicant for the certified public accountant license shall present satisfactory
evidence that the applicant has completed a baccalaureate or higher degree conferred
by a college or university, meeting, at a minimum, the standards described in Section
5084, the total educational program to include a minimum of 24 semester units in
accounting subjects and 24 semester units in business related subjects. This evidence
shall be provided prior to admission to the examination for the certified public
accountant license, except that an applicant who applied, qualified, and sat for at least
two subjects of the examination for the certified public accountant license before May
15, 2002, may provide this evidence at the time of application for licensure.

(c) An applicant for the certified public accountant license shall pass an examination
prescribed by the board pursuant to this article.

(d) The applicant shall show, to the satisfaction of the board, that the applicant has
had two years of qualifying experience. This experience may include providing any type
of service or advice involving the use of accounting, attest, compilation, management
advisory, financial advisory, tax, or consulting skills. To be qualifying under this section,
experience shall have been performed in accordance with applicable professional
standards. Experience in public accounting shall be completed under the supervision or
in the employ of a person licensed or otherwise having comparable authority under the
laws of any state or country to engage in the practice of public accountancy.
Experience in private or governmental accounting or auditing shall be completed under
the supervision of an individual licensed by a state to engage in the practice of public
accountancy.

(e) This section shall remain in effect only until January 1, 2012, and as of that date is
repealed, unless a later enacted statute, that is enacted before January 1. 2012, deletes
or extends that date.

5109. Jurisdiction Over Expired, Cancelled, Forfeited, Suspended, or
Surrendered License

The expiration, cancellation, forfeiture, or suspension of a license, practico-privilege; or
other authority to practice public accountancy by operation of law or by order or decision
of the board or a court of law, or the voluntary surrender of a license by a licensee shall
not deprive the board of jurisdiction to commence or proceed with any investigation of or
action or disciplinary proceeding against the licensee, or to render a decision
suspending or revoking the license.

5116.6. Definition of “Licensee”

Anywhere the term "licensee” is used in the article it shall include certified public
accountants, public accountants, partnerships, corporations, individuals licensed out-of-

state practicing in this state under cross-border practice, holders of alternative firm
reqistrations, holders-of practice-privileges, other persons licensed, registered, or

11



otherwise authorized to- practice ‘public accountancy-under this chapter, and persons
‘who are in wolatnon of any provrsron of Art;ole 5 ’1 (commenc ng Wth Sectron 5@96)

rff‘5134 Fees

‘I‘V,'The amount ef fees prescr bed by thrs cha-p‘ : r. IS as foll@ws -

- ( ) The fee to be charged to eaeh apphcant forthe certrﬂed pubhc accountant e
o «:v‘i.exammatlon shall be fixed by the board at ah amount not to exceed six hundred doliars,
“"($600) The board may charge a reexamination fee not to exceed seventy—flve dollars
 {$75) for each part-that is subject to reexamination.

" (b) The fee to be charged to out-of-state candidates for the certified pub! c accountam

% v examination shall be fixed by the board atan amount not to exceed SiX- hundred dollars
($600) per candidate. + - - T
“.. (c) The application fee to be charged to each apphcant for issuance of a c;ertn‘led.;,, 5t

. "‘public accountant cértificate shall be fixed by the board at an amount not to exceed twe

- hundred ffty doHars ($250)

—°

- amount not fo exceed two hundred ﬂﬁy dollars ($250) LA
% (e) The fee to be charged to each applicant for registration as a partnerst g 5

. professional corporation shall be fixed by the board at an amount not to 'exceed 'two
hundred fifty dollars ($250). =
- (f) The board shall fix the biennial renewal fee so that, together wrth the estrmate
.~amount from revenue other than that'generated by subdivisions (a) to (e), inclusive, :
eserve balance in the board' § contingent fund shall be equal to approximately nine
months of annual authorized expenditures, Ahy increase in the renewal fee shall be
made by regulation upon a determination by the board that additional. moneys are -
’ required to fund authorized expenditures and maintain the board's contingent fund
_reserve balance equal to nine months of estimated annual authorized expenditures i
‘the fiscal year in which the expenditures will occur. The biennial fee for the renewal of ”
each of the permits to engage in the practice of public accountancy specified in Sec’non
1:“;5070 shall not exceed two hundred fifty doellars ($250). ) S
. {9) The delinquency fee shall be 50 perceént of the accrued renewal fee L
(h) The initial permit fee is an amount equal te the renewal fee in effect on the last
\jregular renewal date before the date on which the permit is issued, except that, if thex::
permit is issued one year or less before it will expire, then the initial-permit fee is‘ane:.
amount equal to 50 percent of the renewal fee in effect on the last regular rehewal date
before the date on which the permlt is issued. The board may, by reguiatlon provide for
" the waiver or refund of the initial permit fee where the permit is issued less than.45'd&ys

before the date on Wthh it wrll exprre
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{43 (i) The fee to be charged for the certification of documents evidencing passage of
the certified public accountant examination, the certification of documents evidencing
the grades received on the certified public accountant examination, or the certification of
documents evidencing licensure shall be twenty-five dollars ($25).

{4 () The board shall fix the fees in accordance with the limits of this section and, on
and after July 1, 1990, any increase in a fee fixed by the board shall be pursuant to
regulation duly adopted by the board in accordance with the limits of this section.

& (k) It is the intent of the Legislature that, to ease entry into the public accounting
profession in California, any administrative cost to the board related to the certified
public accountant examination or issuance of the certified public accountant certificate
that exceeds the maximum fees authorized by this section shall be covered by the fees
charged for the biennial renewal of the permit to practice.

-
w



ATTACHMENT 2

It was moved by Mr. Ramirez, seconded by Mr. Swartz, and carried unanimously
that the CPC recommend to the Board that the exclusion from mandatory peer
review discussed in the September 2007 CPC and Board meetings be “any work
subject to inspection” by the PCAOB. This was a change from the September
recommendation that the exclusion be for “any work inspected by the PCAOB,” as
stated in the November 15, 2007, handout provided to CPC members.

The CPC agreed that peer review for out-of-state licensees wouid begin when
mandatory peer review was initiated in California.

After comments from Ms. Hariton and Mr. Newington, and discussion by the CPC, it
was moved by Mr. Swartz, seconded by Mr. Ramirez, and carried unanimously
that the CPC recommend to the Board that peer review not be required of ocut-of-
state firms whose states of licensure do not require peer review, and that the
Board accept for cross-border practice the requirements that the other states
impose on their firms. This decision reversed the earlier agreement referenced above
that the CPC’s and Board's intent was that firms in these circumstances be reguired to
have peer review.

Mr. Bishop stated that the peer review requirement in the UAA does not apply to
individuals crossing state lines. Mr. Bishop suggested that once peer review becomes
mandatory in California, then out-of-state firms doing audits.should be subject to peer
review, so both in-state and out-of-state firms would have the same level of
competency.

1. Consideration of Revised Statutory Language Related to Cross-Border Issues
Discussed at July 2007 CPC Meeting.

Mr. Rich stated that the proposec statutory revisions for cross-border practice in the
November 6, 2007, memorandum, and in the additional memoranda distributed at the
CPC meeting, were based on the existing statutes for practice privilege. Mr. Rich
indicated that it was not necessary for the CPC to take formal action on each section
since the CPC and the Board would vote on the proposed language in its entirety (see
Attachment 3). However, the CPC chose to vote on each proposed statutory revision.

In Section 5096 — Cross-Border Practice Privilege-General Reqguirements, Mr. Rich
noted the addition of Section 5096 (c)(6), i.e., that a practitioner may not perform
services under cross-border practice that the practitioner was not legally authorized to
perform in the state of principal place of business.

Mr. Robinson suggested, and Mr. Duffey agreed with, striking out the language
regarding substantial equivaiency, “which have been determined by the board to be,” in
subsection (a2)(3) and adding "are.” Mr. Ritter stated that the suggested change was
consistent with the concepts of “no notice” and the cross-border concept.



. Mr Howard expressed contam that if the Boafd’s determmaf'on of subs’can
‘equ ivalence weré &li "nated hat enforcemen’t ao lons ag “"n‘st prac‘u’uon S |
f of Cal ferma 1awA Be 1 s

W‘Hio -stat
" ‘ohange was made rrot. Mr.
. would be made after the fact

T4 oross-border philosophy.

=t d"tha’t the problem Was'
'.ugh the sugges’ted change would beo ns stent Wlth

Mr. Ritter stated that with a "ng notice” cross-border program, the Board can revoke a
cross=border practice if the' praotmoner acqlired a dlsqual ifying condition durihg His c ’
» her.cross-border practice within California. However, there was a due process isstig’
, \When a suspension would be implemented without a hearing and when the notice to thi
:ﬁ_prac’utloner Would be sent aﬁer the suspensm had taken eﬁect Mr. Rtter eugges’ce

practl’moner that wouid then be taken away. He stated that, by contrast, th,
_ process issue when a CPA'is already.in the state practicing. Mr..Ritter Bel
- due process concerns were raised if the Board automatically revoked the pr ,,g:e‘to
_ practice without an appeal process when a condition arose, such as an inquiry. .
Ms. V\/emer queshoned what was being suspended or revoked under those R
‘ umsta ge: , : s

Ms. Slgmann ted that the subjec‘c ofadmi nlstrative suspensions and due prooe
Section 5088. 4 . would® be dlscussed in the J‘ n'uary 2008 meetlng after more. lega,i in
wae obtained. .

"}',,‘Mr Howard rei tera’[ed his concerns ‘and objectlon to eliminating nottce due to the
.. ‘preclusion-of the state being ablé to chetk intd the qualifications before the ol
p\raottloner causes harm to Cahforma consumers. . S

esponee to questions from Dr. Chamey, Mr. Newington stated that he beheved that

Actification was preferab\e to "o notice.” His behef Was based on indivi duals bemg

. made aware of California rules and requiréments in the riotification process, and that
the Board would have eomethmg to take away fenforcement aotlons became

L neceseary RN « P

" Mr. Newington aléo expressed toncérmn regarding the Board taking actions againsi ou-
of-state practitioners, and whether those individuals' states of licensure would also take
effective disciplinary actions once informed by California of their licensee’s violations.
Mr. Bishop stated that the “no escape” concept was cliear in the CPC’s decisions on



cross-border policy, and that he had observed that disciplinary actions were taken by
states when notified of their licensees’ violations in other states. Ms. Werner stated o
the CPC that prior to January 1, 2006, California had one of the most liberal “temporary
and incidental practice” statutes in the nation, and there were no problems related to the
statutes, since the Board resolved any issues that arose.

After thorough discussion, it was moved by Mr. Swartz, seconded by Dr. Charney,
and carried unanimously that the CPC recommend to the Board that Section 5096
— Cross-Border Practice Rrivilege-General Reguirements be accepted with the
modifications discussed. It was moved by Ms. Anderson, seconded by Mr.
Ramirez, and carried unanimously that the CPC recommend to the Board that
Section 5096.1 — Practice Without Notice be eliminated as presented by staff.

The CPC discussed Section 5096.2 — Denial of & Cross-Border Practice RPrivilege, and
the reason for the proposed change from 60 to 15 days for an individual to submit a
notice of appeal and request for a hearing. Mr. Ritter indicated that the proposed
change was in keeping with the Administrative Procedure Act (APA). After discussion,
the CPC decided that 15 days was an adequate time within which a practitioner was
required to notify the Board to appeal and request a hearing. It was moved by Mr.
Ramirez, seconded by Ms. Hariton, and carried unanimously that the CPC
recommend to the Board that this section be accepted as presented by staff.

The CPC discussed Section 5096.3 — Discipline of & Cross-Border Practice Rrivilege.
To ensure that practitioners’ original states of licensure be notified, the CPC
recornmended to the Board that a subsection (e) be added to read, “In the event the
Board takes disciplinary action against a person with cross-border practice, the Board
shall notify each state in which that person holds a license, certificate, or permit to
practice.” It was moved by Dr. Charney, seconded by Mr, Ramirez, and carried
unanimously that the CPC recommend to the Board that this section be accepted
with the modification discussed. Mr. Bishop added that the UAA does notrequire a
state to notify the other state; however, it does require that if one state refers a
complaint to another state, that other state shall investigate. Mr. Bishop stated that
through this process, California’s ability to investigate a complaint could be enhanced,
and California would not be limited only to taking disciplinary action themselves.

The CPC noted that discipline of a California licensee is published on the Board's
website. Ms. Sigmann added that the individual's other state or states of licensure are
nofified if the Board is aware of the license in other states.

With respect to Section 5086.5 — Signing Attest Reports, it was moved by Ms,
Anderson, seconded by Mr. Swartz, and carried unanimously that the CPC
recommend to the Board that this section be eliminated as presented by staff.
Regarding Section 5096.6 — Delegation of Authority, Executive Officer, it was moved
by Dr. Charney, seconded by Ms. Hariton, and carried unanimously that the CPC
recommend to the Board that this section be accepted as presented by staff.



‘they not be defined in the proposed Statutory ianguage For Section 5096, 7 -

e ‘as presented by staff.

. ‘vzlanguage mcluded the word “headquarters wh

" 7 ! accepted with the modification discussed.

o Services infermation, it was moved by Mr. Ramirez, seconded by Dr. Charney; &

Ms. Frrberg stated that in usmg the term person in proposed statutory Ienguage ‘rhe
~ definition included individual, g pertnersh p, a firm, an associdtion, a limited liabili "
"‘company, or & torporation. Mr. Ritter added that deﬂmtron" prr,ncipie 2 o
* business” or “horne office” ware- prob ematic in try ing fo, defme so he recommende

3k,

Definitions, it was. ‘moved by'Mr. Ramirez, seconded by Ms. Anderson, and carrre.d
unanimously that the CPC recommend to the Board that thre section be acce

 After discussion regard ng Sectron 5096 10 ~ Expendrture Authority to lmplemem‘
. Cross-Border P “lege; it was moved by Mr. Ramirez, seconded by Ms

Hariton, and carried unammously that the CPC recorimend to the Board th:
section he accepted as presented by staff, With respect to Section 5096.11 =
Sunset Date of This Article, it was. moved by Mr. Ramirez, 'seconded by Ms. Harn‘.cn
- and carried unanimously, that the CPC, recommend tothe Board that this sec’r on
be ehmmated as presented by staff.

this

The CPC discussed Section 5096 12 — Limited Alternative Registration for Out~of~8tate
- Firms Performing Attest Services Prastice. Ms. Frlberg pomted out that the prop 0se

statute. The CPC agreed to recommend fo the BOerd that the propoeed langui “', ‘
- Section 5096.12 be redrafted to address attest services as defined in numbers 1, 3
4 of Attachment 5. It was moved by Ms. Hariton, seconded by Mr. Swartz, an'
. carried unanimously that the CPC recommend to the Board that this section be

‘After discussion regardrng Section 5096.13 — Out~of—Sta’re Firms Performmd Non Att t

carried unammously that the CPC recommend to the Board that this section. be"b
accepted as presented by staff. With respect to Secfion 5096, 14 = Safe Harbor
Extension, it was moved by Mr. Ramirez, seconded by Ms. Anderson and carried
\\ unanimously that the CPC recommend to the Board that this sectionbe . .
" eliminated as presented by staff. Regarding Section 5096.15 — Practice Pri vilege'
- Fees, it was moved by Dr. Charney, seconded by Mr. Ramirez, and camed
unanimously that the CPC recommend to the Board that this sectlon be *
irmmated as presented by staff

v Sec‘rron 5035.3 “F rm” includes the CPC di scussed the deletion of the langzu ge“"f‘
' 45054 and” which related to tax preparers It was moved by Ms. Aiderson, eeconded
by Dr. Charney, and carried unammously that the CPC recommend to the Board
‘that thxs section be accepted ‘with the modnc cation drscussed



The CPC discussed Section 5050 - Practice Without Permit, Temporary Practice for an
Individual or Firm With a License from a Foreign Country. Mr. Robinson stated that this
section should remain as it was, and that the “temporary and incidental” exception
should remain for accountants from foreign countries. He went on to say that earlier the
Board had decided and the Legislature had concurred that temporary and incidental
practice in this situation should remain because it was not a problem. In addition,
accountants from other couniries were following the laws of, and working under the
standards of, those countries. As such, those countries were independent entities with
their own sets of laws. Ms. Werner suggested leaving the statute but relocating the
portion related to foreign accountants 1o a different section. Dr. Charney added that the
work done by foreign accountants was done for their own countries rather than for
entities in the United States, so the work products had no effect in the states.
Consequently, there would be no purpose served to apply restrictions. Ms. Sigmann
stated that this section would be redrafted by staff to separate the general licensure
requirements from the specific statutes related to foreign practitioners, and it would be
presented in the January 2008 CPC and Board meetings.

Section 5050.2 — Discipline of Dut-of-State-orForsign-Assountant an Individual or Firm
With a License From a Foreign Country was discussed. The CPC pointed out that since
this dealt with foreign accountants possibly violating California laws, it was a separate
issue from Section 5050. This section will be redrafted by staff for the CPC and Board
meetings in January 2008.

With respect to Section 5054 — Exception for Certain Tax Preparers, it was moved by
Mr. Ramirez, seconded by Ms. Anderson, and carried unanimously that the CPC
recommend to the Board that this section be eliminated as presented by staff.

The CPC discussed the rationale behind Section 5088 — Out-of-State Certified Public
Accountant Applying for California License. This section would allow the out-of-state
practitioner who has applied for a California license and opened up an office in
California, to practice under cross-border while he or she is waiting for the California
license. Otherwise, out-of-state practitioners are prohibited from opening an office in
California without a California license. The proposed statutory language would delete
language that is no longer applicable. It was moved by Mr. Ramirez, seconded by
Mr. Swartz, and carried unanimously that the CPC recommend to the Board that
this section be accepted as presented by staff.

The CPC discussed Section 5082 — Pathway 1, which proposes to posipone the sunset
date of Pathway 1 until 2015. Ms. McCutchen discussed the staff's reasoning that the
eartier sunset date of 2012 would create hardship for individuals who were following
Pathway 1, by aliowing only three years for them to complete the process. Mr. Bishop
stated that 2012 was a trigger date whereby any state that passed that law with a2 2012
date became substantially equivalent in other states. The substantial equivalency
status would be a significant benefit to the state’s CPAs. California currently is not
considerad substantially equivalent because of the existence of Pathway 1.
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Regardlng Seo’non 5109 Jun ,
- or, Surrendered Uicenss, it was'i ,
B “;and c¢arried unanimously that the CPC recommend to the Board th‘at this secf.lon'
" . be accepted as presented by staff, With respect to Section 5116.6 = Definition-of
“Llceneee it was moved by Mr, Swartz, seconded by Mr. Ramirez, and carried
unanlmously that the CPC recommend to the Board. that this section be accepted
-, as presented by staff." For Section 5134 — Fees; it was moved by Mr: Ramlrez
", ‘seconded by Mt 'Hariton, and carried unani mously that the CPC recommend to
L ﬁhe Board that this section: be accepted as presented by etaff

It was moved by Ms. Hariton, seconded by Mr Swartz and carned unanin
" that the CPC recommend to the Board the removal of the self-reporting .

_ requitements for restatements in current Section 5063, as well as a regulatory’
iange to delete Sectlon 59 if the proposed statutory changes become Iaw

: \;/l Di souse jon Reiated to Whether a CPA with a General License Operating as a S e'.
. Proprietor Could Comp%ete an Attest Engagement if a CPA with an Attest LICG a

e ~ Signs the Report

o ‘Mr Newmgton explamed the stuahon that led to this agenda item (Attachment T) Two
~"A" Licensed CPAs inquired whether they could sell their practice to a “G” Licensed *’
" CPA who wi shed to operate the bus iness as a sole propnetor Mr Newmgton stated

Cown .

a‘n “A" hoe nse

Mr Driftrriier and Mr Swartz expreeeed ‘thelr concerns that this si tuet on however

" misled corisumers: "Mr Ritter will reviéw this issue. for consistency’ With current statutee
and. he will draft a statute plus browde conditions’ regarding thxe s;tuaton for the CPC
and Board meet ngs in’ January 2008
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