
 CALIFORNIA BOARD OF ACCOUNTANCY 
 
 INITIAL STATEMENT OF REASONS 
 
 

Hearing Date:  May 28, 2015 
 
Subject Matter of Proposed Regulations:  Fees 
 
Sections Affected: Title 16, Division 1, California Code of Regulations, Section 70 
 
Introduction 
 
The CBA regulates approximately 97,000 licensees; consisting of 91,500 certified public 
accountants, 5,500 accounting firms (partnerships and corporations) and 270 out-of-
state registered accounting firms.  The CBA’s highest priority is the protection of the 
public when exercising its licensing, regulatory and disciplinary functions.  The primary 
methods by which the CBA achieves these goals is ensuring only qualified licensees 
practice public accountancy in accordance with established professional standards, 
investigating complaints against licensees, and disciplining licensees for violations of 
BPC sections 5100 (et seq.). 
 
Existing law, BPC section 5134, authorizes the CBA to charge various fees, including: 
application for the certified public accountant examination and reexamination; an initial 
permit fee for issuance of a partnership, corporation, or certified public accountant 
certificate; an application fee for registration as a partnership or corporation; and for the 
biennial renewal fee.  The fees for biennial renewal and initial permit are currently set at 
$50, with an automatic increase to $120 scheduled to occur on July 1, 2016 pursuant to 
Title 16, California Code of Regulations section 70.  This proposal would restore the 
biennial renewal and initial permit fees to $200, a level that existed prior to fiscal year 
(FY) 2011-12.  All remaining fees would be maintained at their existing level. Through 
this rulemaking, the CBA will ensure sufficient resources to maintain current board 
operations and help ensure the CBA maintains sufficient reserves to meet its mandate 
of consumer protection going forward. 
 
Specific Purpose of Each Adoption or Amendment 
 
The CBA proposes to amend California Code of Regulations, Title 16, Section 70, 
regarding fees, as follows: 
 

• Amend Section 70(a)(1) to delete the date of June 30, 2016 resulting in the 
continuation of the current fees of $50 for the issuance of the Authorization to 
Test to first-time applicants and $25 for issuance of the Authorization to Test to 
repeat applicants. 

• Repeal Section 70(a)(2), which contains authority to increase fees to $100 and 
$50 on July 1, 2016 for the issuance of the Authorization to Test to first-time 
applicants and issuance of the Authorization to Test to repeat applicants; this 
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would allow the CBA to retain fees as established in Section 70(a)(1). 
• Amend Section 70(b)(1) to delete the date of June 30, 2016 resulting in the 

continuation of the current fee of $50 for the issuance of a certified public 
accountant certificate. 

• Repeal Section 70(b)(2), which contains authority to increase fees to $250 on 
July 1, 2016 for issuance of a certified public accountant certificate; this would 
allow CBA to retain fees as established in Section 70(b)(1). 

• Amend Section 70(c)(1) to delete the date of June 30, 2016 resulting in the 
continuation of the current fee of $30 for the application fee for registration as a 
partnership or as a corporation, including registration under a new name as a 
partnership or as a corporation. 

• Repeal Section 70(c)(2), which contains authority to increase fees to $150 on 
July 1, 2016 for issuance of a registration for a partnership or as a corporation, 
(including registration under a new name); this would allow CBA to retain fees as 
established in Section 70(c)(1). 

• Amend Section 70(d)(2) to restore the fee to $200 from $120 for the initial permit 
to practice as a partnership, a corporation, or a certified public accountant and 
eliminate the requirement to consider Section 70(j) in calculating the fee, 
commencing July 1, 2016. 

• Repeal Section 70(e)(1) to remove the word “reserved”. 
• Amend Section 70(e)(2) and renumber to 70(e)(1).  
• Amend Section 70(e)(3) by renumbering to 70(e)(2) to restore the fee from $120 

to $200 for renewal of a permit to a practice as partnership, a corporation, a 
public accountant, or a certified public accountant  and eliminate the requirement 
to consider  Section 70(j) in calculating the fee. 

• Repeal Section 70(j), which currently requires the CBA to conduct a review of its 
actual and estimated costs by May 31, 2015 and determine the appropriate level 
of fees for the initial permit to practice and renewal of the permit to practice in 
order to maintain a contingent fund reserve balance equal to 3 months’ estimated 
annual authorized expenditures.  If the CBA currently determines that fees of less 
than $120 are indicated, the CBA shall fix the fees by regulation by July 1, 2016. 

 
The CBA is proposing these changes to restore initial permit and license renewal fees 
to levels that were in place prior to fiscal year (FY) 2011-12 and following two temporary 
fee reductions.  The restoration is necessary to address the CBA’s present negative 
cash flow, bring revenues more closely in line with expenditures, and increase the 
CBA’s Reserve levels to ensure the CBA has sufficient funds to meet its mandate of 
consumer protection. 
 
Factual Basis/Rationale 
 
As a part of the CBA’s Sunset Review in 2011, the Legislature stated that the CBA was 
unable to control its Reserve level.  Specifically, the Legislature was concerned that the 
CBA had excessive reserve funds which conflicted with the then-present requirement in 
BPC section 5134 that the CBA not exceed nine months of authorized expenditures.  
This requirement was subsequently eliminated through the passage of Senate Bill 80 in 
2011 (Stats. 2011, ch. 11). 
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As a result of this finding during the 2011 Sunset Review hearings, the CBA initiated 
two fee reductions, through regulation, in an effort to reduce its Reserve levels. 
 
In July 2011, the CBA reduced fees to $120, which was a significant reduction from its 
pre- FY 2011-12 biennial license renewal and initial permit fees of $200.  The reduction 
was the CBA’s initial attempt to lower the Reserve as it was approaching historically 
high levels of around 17 months in Reserve (MIR).  The first year of lowered initial 
permit and biennial renewal fees did not have the anticipated impact to the Reserve 
because of several unanticipated cuts in spending and hiring freezes, mandated by the 
Governor due to the economic downturn. 
 
In January 2013 the CBA approved a more substantial fee reduction that would further 
reduce the license renewal and initial permit fees and reduce two additional fees, 
issuance of Authorization to Test for initial and repeat applicants and application fee for 
registration as a partnership or as a corporation, over a two-year period. 
 
The CBA’s plan intended to reduce the Reserve to a three MIR level by the end of FY 
2015-16 by creating a $6 million dollar negative annual cash flow in FY 2014-15 and FY 
2015-16.  At that time, it was believed that the three MIR level would provide enough 
funding in the event the CBA needed to exercise its emergency $2 million dollar annual 
contingency budget clause for litigation or enforcement activities.  Section 5025.2 of the 
BPC authorizes CBA to spend up to an additional $2 million dollars annually in excess 
of its budgeted expenditure authority for urgent litigation and enforcement matters. 
 
In July 2014 the following three fees were reduced:  

• License Renewal and Initial Permit Fees – reduced from $120 per biennial period 
to $50. 

• Examination Fees – reduced from $100 for new candidates and $50 for repeat 
sitters to $50 and $25, respectively. 

• Licensing Application/Registration Fees – reduced from $250 for individual 
certified public accountants (CPA) and $150 for CPA Firms to $50 and $30, 
respectively. 
 

In November 2014 and March 2015, the CBA reviewed its current and projected 
Reserve levels to determine whether adjustments were necessary, to ensure the CBA 
had, at a minimum, a sufficient amount in its Reserve to carry out its consumer 
protection mandate.   
 
Ultimately, the CBA approved proposed regulatory language in March 2015 and 
directed staff to initiate the rulemaking process to accomplish the following: 
  

• Restore license renewal and initial permit fees to $200 (currently at $50) 
• Maintain examination fees at $50 for first time sitters and $25 for repeat sitters to 

help reduce barriers to licensure. 
• Maintain licensing application/registration fees at $50 for individual certified 

public accountants (CPA) and $30 for CPA Firms to help reduce barriers to 
licensure. 
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The CBA has conducted an analysis of its fee structure to ensure that it is collecting 
fees that cover the cost of providing the identified service.  This analysis reflects that it 
costs the CBA, on average, approximately $200 per renewal application processed and 
$300 per initial permit application processed.  In accordance with BPC 5134, the CBA is 
maintaining the initial permit fee consistent with the established license renewal fee.  
This fee covers all aspects of processing, including specific tasks performed by the 
Renewal and Continuing Competency Unit staff including review of the application, 
communications with the licensee, and various data processing elements.  Additionally, 
these fees are utilized throughout the CBA to address Administrative and Enforcement 
Division functions, which are critical to ensuring the CBA properly processes renewal 
applications as well as assist the CBA in carrying out its mission of consumer protection 
through licensure, investigation of complaints, and discipline of licensees.   
 
Section 5134 authorizes the CBA to collect fees for initial licensure and renewal in an 
amount not to exceed $250.  The proposed changes to Section 70 of Title 16 of the 
California Code of Regulations sets these levels at $200 for the initial and renewal of 
the permit to practice as a partnership, a corporation, or a certified public accountant.  
 
According to the CBA’s fund condition for fiscal year 2014-15, the CBA is projecting a 
fund balance of $6 million or 5.5 MIR, a decline of revenue of over $8 million dollars.  
For FY 2015-16, the CBA is projected to have a fund balance of approximately $4 
million or 3.2 MIR.  If no fee changes are made, the fund balance and MIR levels will 
continue to lower in future years.  Without changes to the current fee levels, including 
the projected current increases that will become effective July 1, 2016, the CBA will 
have insufficient funding to enable the CBA to continue operations.  During the most 
recent meetings with the Legislature in 2015 for the CBA’s Sunset Review, concern was 
expressed over the CBA’s low reserve. 
 
If approved as proposed this fee increase will have a positive effect on the CBA’s 
Reserve.  Specifically, according to the CBA’s Fund Condition Statement, the CBA’s 
revenues will increase more than $9 million per fiscal year.  Beginning in FY 2017-18, 
the CBA is projected to have an approximate 14 MIR level.  Further, the projected 
revenues appear to be close to projected expenditures, bringing the CBA’s fees to a 
stable level.    
 
Also strengthening the justification for restoring the CBA’s Reserve is the need to have 
sufficient resources available should the CBA need to exercise its emergency 
contingency funding for $2 million dollars to address enforcement costs and litigation 
expenses, pursuant to BPC section 5025.2.  Given the volume of enforcement cases 
and the complex and sensitive nature of the CBA’s investigations, it is critical that this 
funding be available at all times. Additionally, if the CBA does not have sufficient 
reserves and exceeds its contingency funding, the CBA’s enforcement program would 
suffer from reductions in resources which would delay processing consumer complaints, 
conducting investigations, and referring egregious cases to the Attorney General’s 
Office for prosecution.  These types of delays would ultimately prevent the CBA from 
efficiently and effectively protecting the public. 
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The revenue generated from these fees is placed in the Accountancy Fund and is 
utilized by the CBA to carry out its responsibilities as required by the Accountancy Act. 
 
Underlying Data 
 
Minutes of the November 20, 2014 CBA Meeting 
Minutes of the March 19, 2015 CBA Meeting 
Cost Analyses of Processing Initial Permit and License Renewal Applications 
CBA Item III.B., March 19-20, 2015, memo entitled “Discussion on Initiating a 
Rulemaking to Amend Title16, California Code of Regulations, Section 70 Regarding 
Fees,” presented by: Deanne Pearce, Executive Officer with the following attachments: 

• Attachment 1: “California Board of Accountancy Fee Increase Proposal – 
Analysis of Fund Condition” with $250 fee increase; 

• Attachment 2: “California Board of Accountancy Fee Increase Proposal – 
Analysis of Fund Condition” with $200 fee increase; 

• Attachment 3: “California Board of Accountancy Fee Increase Proposal – 
Analysis of Fund Condition” with $185 fee increase; 

• Attachment 4: “California Board of Accountancy Fee Increase Proposal – 
Analysis of Fund Condition” with no fee increase; 

• Attachment 5: Proposed Regulatory Language for $250 Proposal; 
• Attachment 6: Proposed Regulatory Language for $200 Proposal; and, 
• Attachment 7: Proposed Regulatory Language for $185 Proposal. 

 
Business Impact 
 
This regulation will not have a significant statewide adverse economic impact on 
businesses.  The initial determination is based on the following facts. 
The CBA has determined that the following types of businesses may be affected by the 
proposed fee increase: 
 

• Businesses owned by a licensee of the CBA that pay for the initial licensure and 
license renewal fees of its CPA owners or CPA employees. 
 

The CBA implemented two temporary fee reductions in the prior four years.  Each 
reduction was “temporary” with the understanding (and identification in regulation) that 
the fees would restore to a higher level at a specific date.  The fees for biennial renewal 
and initial permit are currently set at $50, with an automatic increase to $120 scheduled 
to occur on July 1, 2016 pursuant to Title 16, California Code of Regulations section 70.  
This proposal would restore the biennial renewal and initial permit fees to $200, a level 
that existed prior to fiscal year (FY) 2011-12. 

  
Although generally speaking there will be in an increase in fees of $80, this proposed 
amendment is being viewed by the CBA as a fee restoration and therefore the CBA has 
not identified that there will be any significant statewide adverse economic impact. 
 
Following is a table illustrating historic and existing fees and the proposed fees for each 
of the changes made by CBA: 
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Fee FY 2011-12 
Fee 

FY 2013-14 
Fee 

FY 2014-15 
Fee 

FY 2015-16 
Proposed 

Fee 
Examination Fee – First time $100.00 $100.00 $50.00 $50.00 
Examination Fee – Repeat $50.00 $50.00 $25.00 $25.00 
CPA Certificate Application Fee $250.00 $250.00 $50.00 $50.00 
Initial Permit Fee to register a 
Partnership, Corporation or CPA $150.00 $150.00 $30.00 $30.00 

Initial Permit Fee to practice as a 
Partnership, Corporation or CPA $200.00 $120.00 $50.00 $200.00 

Biennial Renewal Permit Fee to 
practice as a Partnership, 
Corporation or CPA 

$200.00 $120.00 $50.00 $200.00 

 
 
In addition, although businesses owned by licensees of the CBA and businesses that 
employ licensees of the CBA may be impacted, the CBA estimates that the fiscal impact 
would be minor and absorbable to those businesses since the fee increase would 
amount to an $80 increase per licensee or applicant from what the CBA is currently 
authorized to collect from licensees on July 1, 2016 ($120).  The CBA does not maintain 
data relating to the number or percentage of licensees who own a business; therefore, 
the number or percentage of businesses that may be impacted cannot be predicted. 
Accordingly, the initial or ongoing costs for a business owned by a licensee that pays for 
the licensure and renewal fees of its CPA business owners and employees cannot be 
projected. 
 
The proposed fee increase would impact individual licensees.  The CBA is proposing to 
increase these fees by $80 from what the CBA is currently authorized to collect from 
licensees on July 1, 2016 ($120) to $200 (an additional $40 per year for renewals).  
However, the CBA determined it would be minor and absorbable to the licensee since 
the annual average wage of a certified public accountant is $75,870.  
 
Economic Impact Assessment 
 
This regulatory proposal will have the following effects: 

• It will not create or eliminate jobs within the State of California because the 
proposed change restores fees for initial permit and biennial renewal to $200, the 
same level in existence prior to FY 2011-12 and represents only an $80 increase 
in existing fee authority. 

• It will not create new business or eliminate existing businesses within the State of 
California because the $200 fee restoration, an increase of only $80 above the 
existing fee authority, will not be of sufficient magnitude to have the effect of 
creating or eliminating businesses.  In addition, the public accounting industry 
previously accommodated this level of fees in FY 2011-2012 without impact on 
either contraction or expansion of the number of businesses. 

• It will not affect the expansion of businesses currently doing business within the 
State of California because the $200 fee restoration, an increase of only $80 
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above the existing fee authority, will not be of sufficient magnitude to have the 
effect of creating or eliminating businesses. 

• This regulatory proposal does not affect worker safety because it has nothing to 
do with worker safety, and only affects the licensure and renewal of individuals 
and businesses. 

• This regulatory proposal does not affect the state’s environment because it has 
nothing to do with the environment. 
 

Benefits 
 
The CBA is proposing to restore initial permit and biennial renewal fees to pre-FY 2011-
12 levels to increase its reserve to provide sufficient resources to protect California 
consumers through its licensing, regulatory and disciplinary functions.  By restoring for 
its applicants and licensees the fee to $200, the CBA would be able to ensure it meets 
its consumer protection mandate. 
 
Specific Technologies or Equipment 
 
This regulation does not mandate the use of specific technologies or equipment. 
 
Consideration of Alternatives 
 
The CBA has made an initial determination that no reasonable alternative to the 
regulatory proposal would be either more effective in carrying out the purpose for which 
the action is proposed or would be as effective and less burdensome to affected private 
persons or would be more cost-effective to affected private persons and equally 
effective in implementing the statutory policy or other provision of law than the proposal 
described in the Notice.  
 
Set forth below are the alternatives which were considered and the reasons each 
alternative was rejected: 
 
The CBA considered three alternatives to this proposal.   
 
The first alternative considered was to maintain the status quo.  The CBA previously 
reduced the biennial renewal fees and initial licensing fees from their original amounts 
of $200 to $120 effective July 1, 2011.  In July 2014 the current fees reduced from $120 
to $50, the impact resulted in the MIR declining from 12.6 to 5.5.  Under existing 
regulations, on July 1, 2016, the fees would increase to the June 2014 level of $120.  
This automatic fee increase would not generate sufficient revenue to allow the CBA to 
maintain sufficient reserve to continue meeting its primary mission of protecting 
consumers in California.  This alternative was rejected by the CBA. 
The second alternative considered was to increase the initial permit and biennial 
renewal fees to $185.  The impact of this fee increase would not provide sufficient 
revenue to ensure that the CBA would be able to maintain sufficient reserve to continue 
meeting its primary mission of protecting consumers in California.  The alternative was 
rejected by the CBA. 
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The third alternative considered was to increase the initial permit and biennial renewal 
fees to $250.  The impact of this fee increase would be to provide sufficient revenue to 
ensure that the CBA would be able to maintain sufficient reserve to continue meeting its 
primary mission of protecting consumers in California, but would result in a nearly 22-
MIR level, far exceeding what the CBA may need for consumer protection and above 
the level which existed prior to its two temporary fee reductions.   
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