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CALIFORNIA BOARD OF ACCOUNTANCYn~~ia 2000 EVERGREEN STREET, SUITE 250 ¥\.oepartmentol SACRAMENTO, CA 95815-3832 

f'...onsumer TELEPHONE: (916) 263-3680 
FACSIMILE: (916} 263-3675 Affairs 

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

DEPARTMENT OF CONSUMER AFFAIRS 


CALIFORNIA BOARD OF ACCOUNTANCY 


FINAL 
MINUTES OF THE 


May 20,2005 

BOARD MEETING 


The Westin Horton Plaza 

910 Broadway Circle 

San Diego, CA 92101 


Telephone: (619) 238-2600 

Facsimile: (619) 239-0509 


I. Call to Order. 

Pres.ident Renata M. Sos called the meeting to order at 8:55a.m. on Friday, 
May 20, 2005, at the Westin Horton Plaza in San Diego and ALJ James 
Ahler and the Board heard Agenda Item XI.A. The Board then convened 
into closed session at 9:30a.m. to deliberate and consider Agenda Items 
XI.B.-F. The Board reconvened into open session at 10:27 a.m. and 

adjourned at 12:45 p.m. 


Board Members May20, 2005 

Renata M. Sos, President 8:55a.m. to 12:45 p.m. 

Ronald Blanc, Vice President 8:57a.m. to 12:45 p.m. 

Sally Flowers, Secretary-Treasurer Absent 

Richard Charney 8:55a.m. to 12:45 p.m. 

Ruben Davila Absent 

Donald Driftmier 8:55a.m. to 12:45 p.m. 

Charles Drott Absent 

Sara Heintz Absent 

Gail Hillebrand 8:55a.m. to 12:45 p.m. 

Thomas lino Absent 

Clifton Johnson 8:55a.m. to 12:45 p.m. 

Olga Martinez 8:55a.m. to 12:45 p.m. 

David Swartz 8:55a.m. to 12:45 p.m. 

Stuart Waldman 8:55a.m. to 12:45 p.m. 
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Staff and Legal Counsel 

Mary Crocker, Assistant Executive Officer 

Patti Franz, Licensing Manager 

Michael Granen, Deputy Attorney General, Board Liaison 

Greg Newington, Chief, Enforcement Program 

LaVonne Powell, Legal Counsel 

Michele Santaga, Enforcement Analyst 

Theresa Siepert, Executive Analyst 

Carol Sigmann, Executive Officer 

Liza Walker, Regulation Analyst 

Jeanne Werner, Deputy Attorney General, Board Liaison 

Aronna Wong, Legislation Analyst 


Committee Chairs and Members 

Nancy Corrigan, Chair, Qualifications Committee 

Harish Khanna, Chair, Administrative Committee 


Other Participants 

Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law (CPIL) 
Mike Duffey, Ernst & Young LLP 
Bill Gage, Chief Consultant, Senate Business, Professions & Economic 

Development Committee 
Kenneth Hansen, KPMG LLP 
Richard Robinson, Big 4 Accounting Firms 
Hal Schultz, California Society of Certified Public Accountants (CaiCPA) 
Jeannie Tindel, California Society of Certified Public Accountants (CaiCPA) 

II. Board Minutes. 

A Draft Board Minutes of the March 18, 2005, Board Meeting. 

The draft Board minutes of the March 18, 2005, Board meeting were 
adopted on the Consent Agenda. (See Agenda Item XII.B.) 

Ill. Report of the President. 

A Update on the Strategic Plan Progress. 

Ms. Sos reported that staff are currently working on recommended 
modifications to the Board's Strategic Plan. She and Mr. Blanc will be 
attending a workshop at the Board office on July 27, 2005, to review the 
draft and make final edits. Ms. Sos noted that the revised Strategic Plan 
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and unanimously carried to no longer "watch" SB 412. 

c. 	 SB 503 Figueroa- California State Library (Formerly Agency 
Secretaries). 

Mr. Waldman reported that the Legislative Committee 
recommended that the Board continue to "watch" this bilL The 
Board concurred with the Committee's recommendation. 

d. 	 SB 1022 Campbell- Limited Liability Companies. 

Mr. Waldman reported that the Legislative Committee 
recommended that the Board continue to "watch" this bill. The 
Board concurred with the Committee's recommendation. 

7. 	 Consideration of Impact of SB 1262 (Sher, Chapter 919, Statutes of 
2004). 

Mr. Waldman reported that the Legislative Committee also 
discussed SB 1262 by Senator Sher, enacted last year. Legislative 
Committee member Mr. Driftmier expressed concern that this bill 
has made it more difficult for nonprofit organizations to operate. It 
has increased their cost because they must now incur the cost of 
outside audits, new corporate governance requirements, and the 
cost of liability insurance coverage. These increased costs means 
there are less funds available for the nonprofit's intent. It has also 
made it more difficult to find qualified volunteer Board members. 

Mr. Waldman indicated that it was further noted that the $2 million 
threshold is too low and possibly should be increased to $10 million. 
Legislative Committee members concurred that these are important 
concerns. Mr. Waldman reported that since this is not an action 
item, there is no recommendation at this time. 

Mr. 	Driftmier indicated that he believed that it was important for 
consumers to understand the problems this law has created for 
charitable organizations. He appreciated the opportunity to discuss 
this before the Board. Mr. Waldman requested CaiCPA to 
communicate to its members to assist the Board in determining the 
seriousness of the issue. 

B. 	 Update on Regulations. 

(See Attachment 6.) 

9. 	 Regulation Hearing. 
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Ms. Powell indicated that the date was May 20, 2005, and she was 
conducting a regulatory hearing for the California Board of 
Accountancy. The purpose of this hearing was for the public to 
provide any oral and written comments relating to the proposed 
regulations. These proposed regulations will add Sections 26, 27, 
28, 29, 30, 31, 32, 33, 34, 35, and 35.1, and amend Sections 70 and 
98 of the California Code of Regulations. (See Attachment 7.) She 
asked if there is anyone present that would like to submit a written 
or oral comment. Seeing none, Ms. Powell closed the regulatory 
hearing. 

a. 	 Adopt Sections 26, 27, 28, 29, 30, 31, 32, 33, 34, 35, and 35.1 
and Amend Section 70 of Title 16 of the California Code of 
Regulations Related to Practice Privilege. 

Ms. Wong reported that staff had additional amendments that 
were provided in the May 10, 2005, memo in the agenda packet 
(see Attachment 8). 

Ms. Hillebrand indicated that these revisions all either reflect 
prior decisions of the Practice Privilege Task Force and were 
approved by the Board or are fully consistent with those 
decisions. Ms. Sos noted that the changes also reflect the 
incredible attention to detail that the staff have devoted to this 
project and she indicated her appreciation for their work. 

It was moved by Ms. Hillebrand, seconded by Mr. Blanc, and 
unanimously carried to adopt the proposed Sections 26, 27, 
28, 29, 30, 31, 32, 33, 34, 35, and 35.1 and to adopt the 
proposed amendments to Section 70 with the additional 
revised language in Agenda Item VIII.D.9.a. The motion 
included issuing a 15-day re-notice and delegating the 
authority to the Executive Officer to finalize the adoption of 
the changes if no negative comments are received. 

b. 	 Amend Section 98 of Title 16 of the California Code of 
Regulations Related to the Disciplinary Guidelines. 

It was moved by Ms. Hillebrand, seconded by Mr. Blanc, and 
unanimously carried to adopt the amendments to Section 98 
as proposed. 

E. 	 Enforcement Program Oversight Committee (EPOC). 

1. 	 Minutes of the March 17, 2005, EPOC Meeting. 
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to suggest that it is acceptable to provide members of the public less 
than full information unless they know what questions to ask. If 
someone has been disciplined, it is relevant information for the public 
and they will no longer be provided that information unless they know 
what to ask. 

Mr. Newington clarified that the Board currently has two vehicles by 
which to volunteer information to consumers, License Lookup and 
the reception phone area. Both locations prominently communicate 
the disclosure that the information provided is limited to a period of 
seven years with the exception of the specific items that Mr. Swartz 
reported on. Mr. Newington noted that the total volume of long-term 
probationers is approximately six and several have probation 
extended due to monetary reasons and payment terms, and not 
necessarily the egregious nature of the discipline. 

It was moved by Mr. Swartz, seconded by Mr. Johnson, and 
carried to adopt staffs' recommendation. Ms. Hillebrand and 
Mr. Waldman were opposed. 

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

1. 	 Minutes of the March 17, 2005, Practice Privilege Task Force 

Meeting. 


The minutes of the March 17, 2005, Practice Privilege Task Force 
meeting were adopted on the Consent Agenda. (See Agenda Item 
XII.B.) 

2. Report on the May 19, 2005, Practice Privilege Task Force l\lleeting. 

Ms. Hillebrand reported that at the last Board meeting, the Task 
Force developed a recommendation to ask NASBA to maintain a 
public list of the various obligations and requirements different states 
impose for practice privilege. Staff made that request and NASBA 
has indicated its intent to make that information available to 
practitioners across the country. 

3. Adoption of Appendix 1 to the Practice Privilege Notification Form. 

Ms. Hillebrand reported that the Practice Privilege is available to two 
categories of licensees of other states. One option is for licensees 
who are licensed in a state that NASBA has deemed to be 
substantially equivalent. The current list of 46 states is provided as 
Appendix 1. (See Attachment 11.) Ms. Hillebrand indicated that 
the Task Force recommended that the Board adopt this list of 
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substantially equivalent states, and to further delegate to the 
Executive Officer the responsibility to update this list as changes 
occur. 

It was moved by Mr. Driftmier, seconded by Mr. Swartz, and 
unanimously carried to adopt NASBA's current list of 
substantially equivalent states and to delegate the 
responsibility to the Executive Officer to revise the list as 
necessary. 

4. 	 Consideration of an Approach to Address Issuance of Reports 
Under the Name of Non-Registered Firms. 

Ms. Hillebrand reported that at the last Board meeting, an issue 
surfaced regarding whether an individual holding a practice privilege 
would be entitled to sign on behalf of their firm. A firm must be 
registered in California in order to serve California clients on behalf 
of the firm. Ms. Hillebrand indicated that the Task Force appointed 
Ms. Sos and herself to work with staff to evaluate whether there was 
a solution that would not create more problems than it solved. 

Ms. Hillebrand noted that there were a number of very serious 
issues that were considered by the working group. They noted that 
registered firms have a variety of obligations and it would be 
inappropriate for these obligations to be waived simply because the 
individual held the practice privilege. 

However, it was recognized that there. is a potentially significant 
problem for out-of-state tax practitioners who are serving clients that 
need to file a California tax return. She indicated that the working 
group chose to recommend to the Task Force and the Board a very 
limited exception to the requirement to hold a license, practice 
privilege, or firm registration. The exception would apply to tax 
returns for natural persons and estate tax returns for persons who 
were clients at the time of the individual's death. Preparation of 
those types of returns would not require the practitioner to hold a 
license or a practice privilege and would not require the firm to hold 
a California registration if: 

* The individual or firm does not physically enter California to 
practice public accountancy pursuant to Section 5051, * 	Does not solicit California clients, and * Does not assert or imply that the individual or firm is licensed or 
registered to practice public accountancy in California. 

Ms. Hillebrand noted that the Task Force recommended the 
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following change to the language in proposed Section 5054: 

* On line three, remove the word "individual," and add the 
following after "California residents:" "or estate tax returns for the 
estate of natural persons who were clients at the time of death." 

Ms. Hillebrand reported that the Task Force unanimously 
recommended tl1is language to the Board, however, she wanted to 
disclose that after the Task Force meeting she received a note from 
Mr. lino, who could not attend the Board meeting, indicating that 
upon further reflection, he would favor expanding the exception to 
make it broader than just for natural persons. Ms. Hillebrand 
indicated that this would be inconsistent with the action taken by the 
Task Force and with the idea that any exception should be as 
narrowly crafted as possible. 

Ms. Sos indicated that the reason that this exception is one that the 
Task Force is comfortable with is because 99 percent of the 
comments that the Board has received from the profession and the 
public is related to this issue. There is a need because of a prior 
relationship between the practitioner and the client. This very 
narrow exception is in response to real evidence of potentially 
unintended burdens that would otherwise be created. 

Ms. Hillebrand noted that this is being presented to the Board in the 
form of a recommendation for a statutory change. Staff advised the 
Task Force that if this exception is approved today, there is a 
possibility that the change may be in place with the same effective 
date as the beginning of Practice Privilege. 

Ms. Hillebrand reported that there may be a need for an additional 
Task Force meeting to work on some Q&As in September if the 
legislation passes. Ms. Hillebrand thanked the former Chair, the 
Task Force members, other Board members who contributed when 
permitted under the Open Meeting Act, and all of the members of 
the public and the profession who were helpful to the work of the 
Task Force. 

Ms. Sigmann indicated that she had spoken with the consultants 
from the Senate Business and Professions Committee and they had 
indicated that there could be a means by which to get this language 
into statute by the time Practice Privilege is implemented. 

It was moved by Mr. Driftmier, seconded by Mr. Swartz, and 
unanimously carried to adopt the Task Force's 
recommendation with the changes noted above. (See 
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CALIFORNIA BOARD OF ACCOUNTANCY 

2000 EVERGREEN STREET. SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 

FACSIMILE: (916) 263-3675 


WEB ADDRESS: http:llwww.dca.ca.govlcba 


Practice Privilege TF Agenda Item I Board Agenda Item VIII.F.I . 
. May 19, 2005 May 20, 2005 

PRACTICE PRIVILEGE TASK FORCE 
MINUTES OF THE MEETING DRAFT 

March 17, 2005 

Sheraton Delfina 

530 W. Pico Blvd. 


Santa Monica, CA 90405 


CALL TO ORDER 

Gail Hillebrand, Chair, called the meeting of the Practice Privilege Task Force to order 
at 8:36a.m. and welcomed the participants. Ms. Hillebrand indicated that to ensure 
compliance with the Bagley-Keene Open Meeting Act, when a quorum of the Board is 
present at this meeting (eight members of the Board), Board members who are not 
serving on the Task Force must attend as observers only. 

Present: 
Gail Hillebrand, Chair 
Sally Flowers 
Thomas lino 
Hal Schultz 
Renata Sos 

Staff and Legal Counsel 
Mary Crocker, Assistant Executive Officer 
Patti Franz, Licensing Manager 
Michael Granen, Deputy Attorney General 
Greg Newington, Chief, Enforcement Program 
LaVonne Powell, Legal Counsel 
Michelle Santaga, Enforcement Analyst 
Carol Sigmann, Executive Officer 
Liza Walker, Regulation Analyst 
Jeannie Werner, Deputy Attorney General 
Aronna Wong, Legislation Coordinator 

Other Participants 
Michael Duffey, Ernst and Young LLP 
Del Exeter, Society of California Accountants 
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·, · · rlarish Khanna, Chair, Administrative Committee 
..... Richard Robinson, Richard Robinson and Associates 


Jeannie Tind€?1, California Society of Certi'fied Public Accountants 

Sarah ·Weber, Center for Public Interest Law 


Board Members Observing 

Richard Charney 

Donald Driftmier 

Cliff Jbhnson 


I. Minutes of the January 20, 2005, Meeting 

It was moved by Mr. lino, seconded .. by Ms·. Sos, and unanimously carried to 
approve the minutes of the January 20, 2005, meeting. 

II. Consideration of Q&As Related to Practice Privilege. 

Ms. Franz reported that questions were provided to staff at the request of the Chair at 
the meeting and dev.elo.ped by staff based on previous Task Force discussions. She. 
explained•that staff met to i?fiscuss th.e dr.aft questi.oms and ,pr~p~r:~·tbe .13,n~w~.rs · ... 
provided to the Task Force (see Attachment 1). 

Ms. Franz asked the Task Force members to review the questioru:~ and.answers and 
provide comments. She explained that there were five various categories: General 
Inquiries, Requirements for Signing Attest Reports, Servicing of Clients, Safe Harbor_ 
Provisions, and Firm Licensure in California. Ms. Franz added that slite would .reacE~:. 

•' "'" ' < "' ,...; • i !' ' ~'c-~' 

each question under each category and provide an opportunity for the Task Forpe., · 
' J 

'I 

't" -· .'~ f 

members to comment on the answer. 
• 

Mr. Schultz suggested the second sentence in the answer to Question 4 under Gene~~L, 
Inquiries be edited to read "You will have the option of either submitting the Notification 
Form on-line or downloading the form from the Web site for submission through. the., .. , . 
mail." Mr. Duffey also suggested that the answer to Question 4 indicate .that submissi9n · 
of faxed Notification Forms will also be acceptable for practi.q.e,pRt~Ue;Q;et. ,Ms. Wong· 
explained that the regulations would need to be updated to jAclude that information as 
well. .. r~ 

:-.:.-;: ··~ ,·('··-' ,::::.ri·:£7 t;"{J·.r-~. 

Ms. Sos suggested that the answer to Question 5 bE} mor.e e;xplit;::Jt in ,a§si.9!Jog.an 
individual in locating the list of states that are currently dee.r:r11.ed;spbstantially. equivalent 
by the Board. She also added that the second bullet of the;p.r;actice.pnivileg~· ·;. " .·.·· 
requirements should include the full process that an ·individual must complete to be. 
deemed substantially equivalent by CredentiaiNet. 

Ms. Hillebrand suggested that the second bullet of Question 5 be edited to read "You 
must hold a valid, current license, certificate, orpermit to practice public accountancy 
from another state and meet one of the following requirements." 
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Ms. Sos suggested the following edits to the answer to Question 10: 

• 	 "You are required to reply to a Board request in a timely manner [cross reference to 
Section 5096(e)(5)], which may extend beyond the expiration of your practice 
privilege." 

• 	 Include the wording "The Notification Form must be completed in its entirety." 

Ms. Wong added that if the individual has a disqualifying condition, submission of 
additional documentation will be required prior to commencing practice in California 
under the practice privilege. 

During the review of Question 11, Ms. Powell asked Ms. Franz whether there is a 
consequence if a licensee allows his or her license to lapse. Ms. Franz responded that 
a license that is not renewed for five consecutive years is cancelled. She explained the 
reissuance process that an individual must comply with to obtain a license to practice 
public accountancy in California after the previous license has cancelled. Ms. Powell 
indicated that she thought the answer to Question 11 should indicate that there is a 
consequence if a licensee allows the license to lapse. 

Ms. Sos suggested that the individual should contact the Board before making the 
decision regarding whether to allow the license to lapse and practice under a practice 
privilege. Ms. Franz suggested the answer to Question 11 could direct the licensee to 
review the information related to the consequences, such as the Licensee Handbook, 
on the Board's Web site. She indicated that if the individual were unable to determine 
the consequences from the Handbook, he or she could contact Board staff. Ms. Sos 
agreed that Ms. Franz's idea was better than trying to spell out all of the possible 
scenarios in the Q&As. Ms. Franz suggested that Question 11 be edited to read "I am 
licensed in California and in Texas. My principal place of business is not in California. 
Can I practice public accountancy in California under practice privilege if my California 
license is inactive, delinquent, or cancelled?" After discussion, Ms. Hillebrand agreed 
that the wording proposed by Ms. Franz would be clearer. 

Mr. 	lino suggested that the word "other' be removed from the answer to Question 11. 
Ms. Hillebrand agreed, and the last sentence of the answer was edited to read "and 
meet all requirements to obtain and maintain California practice privilege." 

.	Ms. Hillebrand suggested that Question 2 under Requirements for Signing Attest 
Reports include the same language as Question 1 0 under General Inquiries. 

After Ms. Franz read Question 1 under Servicing of Clients, Mr. Schultz suggested that 
"Through the mail" should be struck from Question 1 under Servicing of Clients to 
alleviate confusion that the use of the Internet, or some other sort of manner of not 
physically entering California, would not apply. 
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Mr. Granen stated that he did not have an issue with the answer to Question 1 under 
Servicing of Clients, except the statement regarding the firm registration. He 
commented that if an individual is licensed and comes into California to do work- G 

whether an inventory observation or a tax return, and that person signs on behalf of the 
firm or the inventory is done and incorporated into an audit issued under the firm name 
-the firm should not be required to register. He stated Ahat he thought it would be going :, 
too far to say the firm itself would have to be registered if the only way the firm sets foot 
in California isthrough the individual holding a ~racticeprivilege. 

Mr. Newington stated that staff struggled with these issues. The intent was to establish 
a bright-fine test related to practice privilege. He explained that, as staff went through 
the various scenarios, the test was if the individual physically comes into California to 
pertor.m the act.ivities in subdivisions (a1- (f) of Section 505i or.services California 
clients from outside the state, this is practicing public accountancy in California. 

Mr. Newington added that as staff considered these scenarios, staff noted that the firm · 
was signing the engagement or the tax return. He asked if a firm from another state 
sends in personnel who are not CPAs, which is allowed, .who would the Board hold. 
accountable for the work other than the firm? He summed it up by stating that if a firm 
practices ptJblic accountancy through its agent- either a licensed or unlicensed 
individual - physically entering California or through .servioin,g Califof.nia clients, this is 
practicing public accountancy as defined in Section 505i and the firm needs to be 
registered. He added that he understood that the answers would -be controversial and 
may rrrake it difficult for smai.J:firms to practice in..Dalifornia due-to the padr1er or 
sharehnlderJicensure ne:quirement f0r·firm registrati:om. ·· .. 

'' ' 

Ms. Hillebrand stated that the reason for the discussimn is to remind peopJe th~t the firm;:··" 
requirements will stil'l apply re·gardless of What the individual is doin.@l under the practice, .. }.~ 
privilege.. Mr. Ne.wingt0o agreed, -and stated :that staff will recHive calls ·regarding the 
requirements for both :individuals and f·irms and need clear guidance in .order to be 
prepared to respond to inquiries. 

Mr. Granen indicated that if firms will be required to register in Califomia, it will not be 
economical for small firms to pertorm audits in California. For that reason" he stated he 
thought there was good reason to take another apfDroach. He -expresseq the view tbat Jf 
a firm is not coming into the state other than through an agent with a valid practice 
privilege that the·firm should,,not be req1:1ired tG> register.. He expla:irn.ed that that 
approach would put small firms in the same position as the large firms that are already 
registered in California. 

Ms. Hillebrand stated that she disagreed with this interpretation of the current law 
because the law does not include a practice privilege equivalent for firms. She stated 
that in her opinion the answer to the question is accurate based upon the current 
statute. 
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After discussion, Ms. Hillebrand indicated that the policy issue before the Task Force 
relates to the fact that the practice privilege statute does not create a privilege for firms. 
This means an individual who holds a practice privilege cannot come into California on 
behalf of an out-of-state firm. Further, for an out-of-state firm to register in California a 
partner or shareholder needs to obtain a California license. Mr. lino commented that if 
one works for a firm, he cannot conceive of signing as an individual. He explained that 
the signatures are almost always entirely signed in the name of the firm. Mr. Newington 
indicated he believed this was a significant issue. 

Ms. Hillebrand asked Mr. Neyvington whether he had any indication .of how many firms 
currently practicing in California under the temporary provision do not have a California 
licensee as a partner or shareholder. Mr. Newington responded that he was sure some 
firms are practicing under the temporary provision, but that the volume was hard to 
quantify. He stated that based upon the telephone calls he has received from out-of­
state practitioners regarding California practice privilege, the tax issue is of much more 
concern than the audit inventory issue. 

Ms. Sos inquired if a practice privilege holder comes in and signs an attest report on 
behalf of the firm, is there a concern regarding the Board's jurisdiction if the firm is not 
registered? Mr. Granen indicated that if the firm is not registered in California, there is 
no registration to revoke or discipline. Mr. Newington stated that he believed the Board 
does have jurisdiction over the firm and its agents, either licensed or unlicensed. As 
with other instances of unlicensed practice, the Board could issue a citation or pursue a 
misdemeanor violation. 

Participants then discussed potential solutions to the problem they had identified. Mr. 
Newington suggested that a potential fix would be to include a practice privilege for 
firms. He explained that if that solution were provided, the issues being discussed by 
the Task Force would be addressed. Mr. Granen suggested the Board could adopt the 
policy that if the firm's practice in California is limited only to the activities of the practice 
privilege holder who is coming into the state, then that would be acceptable. Ms. 
Hillebrand invited discussion on Mr. Granen's proposal indicating if the firm's only 
activities in California are undertaken by a person holding a practice privilege, then the 
firm would not be required to register. Ms. Crocker stated that this approach would 
constrain a firm's ability to send a nonlicensee to California. This should really be a 
business decision by the firm and not a decision based on regulatory requirements. Ms. 
Hillebrand suggested that any proposal which might allow firms to register with a 
practice privilege holder would require further investigation. Ms. Sos indicated she did 
not believe it was appropriate to allow firms to register with only practice privilege 
holders and no California licensee. The practice privilege concept was developed only 
for individuals so that qualified out-of-state CPAs can practice in California temporarily. 

After further discussion, Ms. Hillebrand identified the following issues for future Task 
Force consideration: 1) If an agent of a firm is coming into California to practice public 
accountancy, should that firm be required to register? 2) Should a firm be able to 
register in California with a practice privilege holder in lieu of a California licensee as a 
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partner or shareholder? 3) Would such a firm ·have the same limitations and restrictions···.: 

as an individwal practice r.;;r:ivilege holder? She asked staff to look at tbe identified 

issue·s anGl pno\fide the·pros and cans of j3>t:Jrswing:sucb a statutory change. Ms. 

Hillebrand explained she wanted staff to explore whether it is possible to create a 

limited form oUirm·re·gistration that·would be available to firms that have a practice ·3 · 


privitege holder, and the potential negative consequences of doing s0. This limited form,·, 

of firm registr-ation wowld be desi·gr1eGl to permit the firm to practice put:Hic accountancy ·· · 

in California in a manner similar to the practice privilege.:holdercs. 


Ms. Powell asked the Task Force to consider whether th.ere would be anyttaing.that 

would be taken away except for the individual's practice privile.ge in the eveot there was 

any disciplinary action against the firm. Mr. Granen responded that he tho.ugh:t it would 

be easy to craft a limited firm practice privilege that could be taken away iii those 

instances. · · · "' 

'i 
r ) 


Ms. Franz asked whether the firms as well as the individual practice privilege holders '¥.10~) 


would show up on the Web site. Ms. Hillebrand responded that this also needed to be 

explored and t0 make sure that any limited firm practice f3rivi.le.ge which might be 

considered would not cause more of=a problem then.-i't solved; Ms . .Hillebrand further 

stated she wanted this to be ca·refully thought out b~fore developing ar;Jy· 

recommendation about going before the Legislature again. 


Ms. CrockeT asked the Task Force to identify whict:l problem they were attempting to 

address: 


• 	 Firms wadlcrl 'be ,seoding staf:f'to California andl ·by d.oing so:: create. a ;situation ifl.G. --. · 
which fir.ms that are not register-ed in California Wbuld ·be practicrng public accountingq•.­
unlawfull¥'i or:.·' · ·'P' . 

• 	 Firms would be sending unlicensed individuals or individuals who do not 
acknowledge ·they are· C P:As· to avoicJ· obtaining· practice· priv.ileges; 

Ms. Crocker also requested clarif.icatio:n from tile Task Force whether staff should 
proceed·with the currentdev.el.opment of the database and procedure development for 
implementation ·of~pr.actioe,privile~e ,although! ,a'.rna]or polic15' issue was identified at the. 
meeting. She explained tnat the-database for ;practice privilege js.ndfc.urrently being 
built to incloc;Je anything related t0 firm Jegistratiom and asked wheth~r :,Staff smould~:.:. ' '· i 

proceed witm the'cd~r.rr~n·t development. She explained thaUhe·time·ifrar:nes. are tight:,as~;~~;~ 
the effective da.te·is January:i; 2006:. Ms. Hillebrandres:p>onded that·shs did;not want£-., 
staff to pause,iri the· impl·ementation pmdess While this policy issue ·is b>eing researched. 

Ms. Hillebrand stated that she be·lieved there is a fair amount of work that needed to be 
completed by staff in researching the policy issues identified. Ms. Sos suggested that a 
sub-Task Force, including herself and Ms. Hillebrand, would work with staff on the 
policy-issues related to the firm registration to determine whether there is a solution that 
creates fewer problems than it solves. 
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The Task Force then returned to consideration of the Q&As as a whole. 

Mr. Schultz commented that the answer to Question 6 under Servicing of Clients was 
incorrect as it refers to the engagement partner, who may not be doing the inventory 
observation in California. After discussion, it was suggested by Ms. Hillebrand that the 
answer be edited to read "Yes, if you or any other person physically enters California to 
practice public accountancy, that person is required to obtain a California practice 
privilege or a California CPA license." 

It was moved by Ms. Sos, seconded by Ms. Flowers, and unanimously carried to 
approve the Q&As related to Practice Privilege with the changes noted above. 
Ms. Sos thanked staff for their hard work in developing the Q&As for the Practice 
Privilege Task Force. 

Ill. Consideration of What Practice Privilege Information Should be Available on the 
Board's Web Site. 

Ms. Franz reported on the items that staff were proposing to be placed on the Board's 
Web site specifically for practice privilege holders. She stated each of the bullets 
provide descriptions of those items, including proposed definitions (Attachment 2). 

She identified one change that she would like the Task Force to consider regarding the 
Practice Privilege Status for the Web site. She explained that within the agenda item 
there is one status, "Clear." Her suggestion was to include "Administrative Suspension" 
and "Revoked" as statuses on the Web site, instead of under "Disciplinary Actions." 
She added that under "Disciplinary Actions" there would be an indicator either "Y" or 
"N." Ms. Hillebrand stated that it would be helpful to have "Administrative Suspension" 
and "Revoked" also as a status along with "Clear." Ms. Franz also asked the Task 
Force to consider if the practice privilege status was reflected as Administrative 
Suspension, should the ''Y" indicator be re1=1ected under "Disciplinary Actions." Ms. 
Powell responded that the "Disciplinary Actions" field should be populated with the "Y" 
indicator if the practice privilege status is "Administrative Suspension." 

Ms. Sos also stated that she believed the Administrative Suspension was a gray area 
and expressed concern regarding whether an individual who clears up the . 
Administrative Suspension in a timely manner should have the "Y" indicator placed in 
the Disciplinary Action field. 

Ms. Werner suggested changing the title of the _field "Disciplinary Actions" to 
"Enforcement actions other than citations." Ms. Franz suggested that there be a 
definition that indicates what enforcement actions include, and another definition that 
indicates what enforcement actions do not include. Ms. Hillebrand agreed that would be 
helpful. 
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It was moved by Mr.. Schultz, .seconded by Mr. lino, and 1:1nanimously carried to··· . ,, r: 
approve the Information on the Board's Web Site for California Practice Privilege 
with th:e changes noted above. · · 

Ms. Franz asked the Task Force to de~~rmine.w,he:l:fil§Jr,hi$toric~l.i.nfo.rmation. related to 
practice· prh."ii'ege holders should be includes \OUJ ·th~ ·Web site. She a;Glde€1 thq,tthe 
status on the W·eb site is .the stattJs as .of .thesdate;·.the :cornsumer visits thre Board;s Web , \ 
site. However, a consumer could submit a request in writing tor a11··of the infonnation 
regarding the individual's license, including periods the license was delinquent or 
whether there were .any .disciplinary act.i0ns taken against the;li.cense. Ms. S:os stated ,., . 
that a license is on-going whereas ,a practice p11ivilege is Jar one !year. She provided a · , ; 
scenario in which an individual ihas~apractice privile.ge for one year, does no.t re-notify \· 
the Board, and returns after two years. She asked whether the information remains in , 
the database. Ms. Franz stated that this issue is before the Task Force for 
consideration. .li 

After further discussion, it was moved by Ms. Sos, seconded by Mr. lino, and 
unanimously carried that the information on the -Board's.Web S.ite for California 
Practice Privilege include historical .information. 

IV. Consideration of Practice Privilege Communication and Outreach Plan. 

Ms. Crocker reported on th.e Communication and Outreach Plan developed for the 
implementation ot California .Practice 'Privil.ege (Attach,ment 3}. Ms, Sps suggested that 
a very visuadjtem t;>·e .inrcJ,~:Jdea Gd·the. Boar:.cii'shor:ne page (;:lf:the.V?J.~,l!t§1EU~~~rtqt.;inh~tg~tp 
the California practi.ce-,lpTi\lile.ge~ ,-,.1 .·. ,\, .• i· · · ... 

Ms. Hillebrand sugg.e:sied-that a line item sttoHid be added· in the·'Con:rmunication a,r:.l:(:l• 
Outreach Plan ·rel:~tetl td> communications ,for any future policy lis-sues or chang.es, -su:cb· 
as the firm registratior:J issue,identified:aUhis meeting ... 

Ms. Tindel suggested that the Gornmunication and Outreach Plan include a line item to 
encourage NASBA to develop a central registry for all states which CPAs nationwide 
can visit for information ,rega~ding eac.l;l state's practice .privilege r::equirements. She 

. ' ,r·::oexplained that licensees.:ar.e f:inding it difficult to. determine,the .requirements for each 
state a11d are having to-call 'trte·state·boards directly.- Ms.-·Gr9ok!era~rreeGl ~hat the 
Communication and Outreach Plan will include a line item to encoL:~ragJe:NA~,aA.. to. 
provide information to CP As nationwide about the requirements of the various states 
with respect to practice·pdvilege and a line 'item for any future policy issues of ·.change·s. 

A _...;. , ~ , ,.t 

It was then moved by Ms. Sos, seconded .by Ms. :F~I.owe.rs, and t:Jnanimously 
carried to approve the Practice Privilege .Communicati.on and Outreach Plan as 
indicated above. .1 
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V. Consideration of Draft ~nstructions for Notification Form. 

Before the discussion regarding the draft instructions, the Task Force discussed the 
language of Question 2 under the Qualification Requirements of the Notification Form 
for clarification purposes. Mr. Granen suggested that Question 2 under Qualification 
Requirements be edited to read "My principal place of business is not in California, and I 
do not have an office in California other than through a firm that is registered in 
California and of which I am an employee or an employee/owner." Ms. Franz also 
added that a line for licensee name and practice privilege unique identifier number 
should be added to Attachment X. It was moved by Mr. lino, seconded by Ms. 
Flowers, and unanimously carried to approve the suggested edits to the 
Notification Form. 

Ms. Franz reported on the draft instructions provided to the Task Force for its 
consideration (Attachment 4). Ms. Franz explained that there may be a need for future 
modifications to the instructions during the development of the database. 

She stated that the instructions were divided into two sections: "General Practice 
Privilege Information" and "Completing Your California Practice Privilege Notification 
Form." She explained that the second section was divided into five categories to match 
the form. Ms. Franz suggested that a sentence be added to the instructions under 
"Disqualifying Conditions" that states "If you check 'Y' to any of the disqualifying 
conditions on the Notification Form, then you must complete the information requested 
below. You are not automatically authorized to practice public accountancy in California 
unless you are so notified by the Board." Ms. Sos suggested that the word 
"automatically" be removed from the first sentence under the heading Disqualifying 
Conditions. Ms. Franz also added that a statement will be included in the instructions 
that faxed copies of the Notification Form will be accepted for practice privilege. 

It was moved by Ms. Flowers, seconded by Mr. Schultz, and unanimously carried 
to approve the draft instructions subject to further augmentation related to the 
on-line Notification Form and with the edits noted above. 

VI. Comments from Members of the Public. 

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

There being no further business, the meeting was adjourned at 11 :40 a.m. 
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State of California 
Department of Consumer Affairs 

Memorandum 

Attachment 1 

California Board of Accountancy 
2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 

Practice Privilege TF Agenda Item II. 
March 17, 2005 

Board Agenda Item VIILF.3. 
March 18, 2005 

To 	 Practice Privilege Task Force Members Date March 8, 2005 
Board Members · 

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

From 	 Patti L. Franz 
Licensing Manag 

Subject : 	 Q&As Related to California Practice Privilege 

Provided for consideration and action by the Task Force and Board are the 
following Q&As developed by staff related to the practice privilege provisions. It is 
anticipated the following Q&As will be placed on the Board's Web site in 
accordance with the Communication and Outreach plan provided for consideration 
at this Task Force meeting. 

Introductory Narrative for Q&As 
Legislation was signed into law in 2004 providing the California Board of 
Accountancy (Board) with the California practice privilege provision. The practice 
privilege provisions will go into effect on January 1, 2006. The practice privilege will 
allow cross-border practice under which a qualified out-of-state Certified Public 
Accountant (CPA) may temporarily practice public accountancy in California without 
having to obtain a California CPA license. 

To qualify for a practice privilege, an out-of-state CPA will be required to notify the 
Board of the intent to practice public accountancy in California, swear under penalty 
of perjury that the requirements for a California practice privilege have been met, 
and agree to follow California law and be subject to the full force of the Board's 
enforcement and disciplinary powers. 

The Notification and Agreement to Conditions for the Privilege to Practice Public 
Accounting in California Pursuant to California Business and Professions Code 
Section 5096 and Title 16, Division 1, Article 4 of the California Code of Regulations 
Form (Notification Form) and instructions will be available on the Board's Web site 
on our Forms/Publications Page for on-line submission and for downloading 
purposes. Once available, you may also contact the Board's Practice Privilege Unit 
at pracprivinfo @cba.ca.gov or telephone (916) 561-XXXX to request that a form be 
mailed to you. 



,• ,' 

... , · · ·· ·· 
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The practice prj~ilege expires one year from the date of on-line submission or 
mailing of the lia;[d6opy Notific·ation Form. The fee required for a California practice 
privilege is '$foo:.and must b'6. receiVed by the Board within 30 days of Notification 
Form slibrrHision. 

General Inquiries 
1. Q: 	When will the California practice privilege provision go into effect? 

A: The California practice privilege provision will become effective on January 1, 
2006. 

2. 	 Q: Where can I find the statutes and regulations regarding practice 
privilege? 

; 1 • ' ~ i 'v ·' 

A: Sections 5096 through!5096.~.1 'of the·Galifornia Busidess anal Prof;essions· ·'-~: 
Code (Accoun'tan·cy Act) and Sections 26 through 35.. 1 of. Title 16 of .the 
California Code of Regulations (Accountancy Regulations) wil[ be~a'l(ailable 'OI'il 
the Board's Web site at www.dca.ca.gov/cba or from the Practice Privilege Unit 
at (916) 561-XXXX. 

3. GL Jllth:ere !Can J,..faaate .thf!ld/.i'lfBC~ia§.;Rr1v,fl~ge1-t!Q.t[fig~fipr;t;::Rr;Jlf!ftZ:' 
•.'i) ~,£;::'/· ;i· .•~ .· ·:- tt ~r-· .. IP·~r::{~- 'f ··-~: .• i'+z. ~;··, ;~"':.i:d·:..::; ..... tn~ -~-~. ··~ :· ~:''\-~"'"-~! ~'t ~"> ··h-!.--:'>1!,_~~.-~-, 

A: i=~e,,pra9tic.~.privil~ge,: ~ottf}9~~t~n~fWGD ~!I! ,g~~~V-ai!~2-~~- ·9~~ ~n.fEt§f'l~:~ :~ep,·. ,:
site at www.dca.ca.gov/cbq,.on owr Forms/Publlcatrpns P~ge or :f,r,oni the. 
Practice Privilege Unit at pracprivinfo~ppa.ca.gov qrfrom :the Practice 
Privilege Unit at telephone (916) 561-XXXX. · 

4. q~ .tf:o~·capl submit th.~ ~~tifft;at{~lj F~rrn?. · .... '· . . . _. , 

A: T'he 13ractice privilege Noti.ficatiom4Ro:rfli:will:be a\Zailable Qn tbe Board's W·eb 
site at www.aca.ca.gov/cba .on:thle ;F,=or:rnslRublications Page. You wiJJ e,i,tt:ler 
have the option of submitting the Notification:.F.m:m 'On-line l0i' downloading the 
form from the Web site for submission through the mail. 

·;· '·t 'i. "'"" c·, ~ 1 ~·· '> • · "' '- ~-- r· < ..... ~ c' '"" 

Crioe the form is s'ubrnitte'd on..:line 'br\maile·d, tlile .p.r;actioe privil.ege e.xpires,on·e 
year from the submis.siot:l date. The ·tee· re·quirecl fci'r a Ca:lifornia practice .· 

··privilege is $~1 CYQ ana mrrsf'bs received :by the .Soair!!i withil'il 30. da¥s of 
Notification Form submission. 
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5. Q: What requirements· must I fulfill for a practice privilege in California? 

A: To be eligible for a California practice privilege: 

1. 	 Your principal place of business cannot be located in California. 

2. 	 You must hold a valid, current license, certificate, or permit from another state 
and meet one of the following requirements: 

• 	 Hold a current, valid license, certificate, or permit from a state determined by 
the Board to have education, examination, and experience requirements for 
licensure substantially equivalent to the requirements in Section 5093 of the 
California Accountancy Act (see Appendix 1 of the Noti'fication Form). OR; 

• 	 Possess education, examination, and experience qualifications that have been 
determined by the Board to be substantially equivalent to the qualifications 
under Section 5093 of the California Accountancy Act. OR; 

• 	 Have continually practiced public accountancy as a CPA under a current, valid 
license issued by ariy state for four of the last ten years. 

3. 	 If you have any of the disqualifying conditions identified on the practice 
privilege Notification Form, you may not practice public accountancy in 
California until you receive Board approval. 

6. 	 Q: I am a CPA but am not licensed in a state that is deemed substantially 
equivalent in Appendix 1 of the Notification Form. What options do J have 
to qualify for a California practice privilege? 

A: 
1. 	 Have continually practiced public accountancy as a CPA under a current, valid 

license issued by any state for four of the last ten years. OR; 

2. 	 Submit documents reflecting successful passage of the CPA examination, 
college transcripts and documents reflecting completion of experience to the 
National Association of State Boards of Accountancy's (NASBA) CredentiaiNet. 
CredentiaiNet will evaluate your licensure information and determine 
equivalency. Information regarding Credential Net can be found on NASBA's 
Web site at www.nasba.org. 

If deemed substantially equivalent, a file number will be given to you. At the 
time you submit your Notification Form to the Board, you will be required to 
provide your NASBA CredentiaiNet file number. 
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7. 	 Q: I am ari·otJ.t-af.i.sta'te CPA/who is applying'for licet:lsure in Ca.litgrnia~ f!Jo l 
have practice rights in California as my application is being processed? 

' 	 . ~ r.: 

A: No, you do not, have practice rights as a CPA in California. 
l:::_,,;; '• 

In order to have practice rights while the Board is processing your Cal-ifornia 
licensure application, you will .be required to submit the practice privilege 
Notification Form as well as -the $:100 notification fee .. The_ noti'ficatloh fee must 
be received by the Board within 30 days of your Notification Form submission. 
Your practice privilege will be terminated at the time your California CPA license 
is issued by the Board. 

8. Q: As an out-of-state.CPA, is ther:e a limit to_-the number of times .I can submit 
-,the practice ppivilege Notification Form as opposed to applyin'g to'r.. ."' 
California licensure? 

A: The statute and regulations pertaining to practice privil'ege d·6 not ioe:ntify a 
· limitation to the number of times you can submit th·e NotificatTOn Form for a 
practice privilege. · · ·' 

9. Q: Can Fopen aCalifornia offict!f'andpraclice full ofpart-time·:there-under a 
praciice.privilt:~ge? .-, 	 -.- · 

> c-"t: 

A: No. Pursuant to Section 5096(e)(3) of the California Accountancy Act, a practice 
p'~iVflege lidlder· c·annat' provide public accotintancy servic·es ·in:CaHformia ;fironf~-

-~ '(, ari)roffice located 'ir'l this state; except as 'an ·employee of a ·firm -registered in this 
state or in the client's office. · - · · 

10. Q: What documentation must I provide for a California practice privilege? 

A: You. ~re -~ot 'req~irhed to sub~i;f 1d~-9U[file,rtat,iqn~i~~~:!~e.p.~~9~Pr.:Wi~Uege
Not1f1cat1on Form. However, the Board has the authonty to reqoesf 
do~u:r;rye~t?ttion :f_r:om you and verifY,E!p~t o.t !he J~~QrmatJ.?n¥ou,p~o~i.~E? _qntbe 
,1\Jptlflcatlpn,Form. ' ·'. Y' -. ,: ,.. ' . ' r ' •' . ' 'c., 

. 11. at1am 1Jcensed'''in California ana:in Texas.·· My'principa1.p/ace o'f'buslness is 
not in Califort#a. ·Can 1practice public accountancy in ~California ,under 

· jffa.ciice privilege andallow my"California license to lapse? · 

A: Yes, you can allow your California CPA license to.. lapse and practice under the 
practice privile.ge as long as you haye a valjd, current CPA license in another 
state and_ meet all other requiremenJs t9 obtain aCalifornia pra<:?tice privi)ege. 
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12. 	 Q: I am a California CPA and prepare tax returns for a few clients in other 
states. Do other states require a practice privilege in order to continue to 
serve these clients? 

A: The requirements to practice public accountancy vary from state to state. It is 
your responsibility to comply with the laws and requirements of any jurisdiction 
in which you practice. Therefore, it is suggested you contact the relevant state 
board(s) to determine what is required. Unauthorized practice in another state 
can be cause for discipline against your California license. 

Requirements for Signing Attest Reports 
1. 	 Q: What experience must I fulfill before I sign an attest report under a 

California practice privilege? · 

A: You may not sign an attest report unless you have completed 500 hours of 
experience in attest services as described in Section 5095 of the California 
Accountancy Act. Qualifying experience is that which has enabled you to 
demonstrate an understanding of the requirements of planning and conducting 
an audit with minimum supervision that results in opinions on full disclosure 
financial statements. 

2. 	 Q: What documentation must I provide to be able to sign an attest report in 
California under the practice privilege? 

A: You are not required to submit any documentation with the practice privilege 
Notification Form. However, the Board has the authority to request 
documentation from you and verify any of the information you have submitted on 
the Noti'fication Form, including whether you have fulfilled the attest experience 
requirement to sign an attest report in California prior to the issuance of the 
practice privilege. 

Servicing of Clients 
1. 	 Q: I'm a CPA in another state and do not plan to be in California. Through the 

mail~ I do only one tax return for a California client. Do I need a California 
practice privilege? 

A: Yes, in order to provide public accounting services to clients who reside in 
California you will be required to obtain a California practice privilege or obtain a 
California CPA license. Preparing tax returns as a CPA is a service that falls 
within the definition of the practice of public accountancy contained in Section 
5051 of the California Accountancy Act. 

if tax returns are prepared in the name of a firm, the firm would also need to be 
registered in California. You can visit the Board's Web site at 
www.dca.ca.gov/cba to review the firm registration requirements and obtain the 
appl.ication. 
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2. Q: I'm aCPA in another sta:te. 'Dne.of my-clients r.etired.and.rn:o.ved to 
'·California. 	~Do I need a practice privilege to continue to prepare that 
client's tax return? ' · 

A: Yes, 	inorder to provide public accounting services to clients who reside.in 
California you will be required to obtain a California practice .privileg.e or obtain a 
'California CPA license. Preparing tax returns as a CPA is a service that:falls 
within the ·definition of the practice of public accountancy contained in Section 
5051 of the California Accountancy Act. 

If tax returns are prepared in the name of a firm, the firm would also need to be 
registered in California. You can visit the s·oard's Web site at ··· 
www.dca.ca.gov/cba to review the firm registration requirements and obtain the 
application. · · '' ., . 

3. 	 Q: I will be ,performing wor;k.in California on an audit engagement on a 
contra.ct basis .for a.ilother CPA who is asole proprietor anii/s not'iicensed 
in Q[Jlifornia .. Who will need to be licensed or obtain apracti9e privilege? 

' 	 ! ~ ' • • 

A: The non-California CPA responsible for the audit would nee'GJ.,to 'obtain ;a ,; 
.CaliJo.ro.ia.gractice RtiMiJege or California CPA license. If you as the contracted 

1.	fna~ivld~uai"K'6ia''o'0t (i~c;~htify y6~1·rsei1): as'a cipA,w8u~1

~J'rf()Hi}lff~·iW·ctfi<+cx{the\. ';. 
audit, you also would need to obtain· a CaliforriTa -~:>ladice 'privlfege df California 
CPA 'license: -~ · · 

4. .Q:-.,f,.am .a Ut~'h_CP.-4. wpo.?pr~pares state tax returns filed wfth the c_a1ifo~ri1~ 
.Fra,nchise Tax f3qard Jor mY Utah resident' clients. Do /need a practice 
PEivilege aft~r December 31, 2005? 

A: No. However, you would need to obtain a California practice ~rivilege or obtain 
a California CPA license to practice public accountancy as d,E?fined in Section 

,.. ,.. 5951 of the Qalifor:nia Accquntancy Act if you intend to serV'io9'clh3nts who <::: 
;':,.t'ti~~lde. in,G~Il!Hrfnct:::'~ ~:::.. , , ·. · ' ' " '· '-", \.., ·- :_ ··· n : ·.. ·,,.. ··· 

; ' -I;_~ -. •• - ~·- ' ... , ' ' 	 ~- ' \\1. . 

5. 	 Q: If I need to conduct part of my audit work in California for ·a ·cfient. 
princ{pa/ly ba.secj fn Fl9rid~, do I need to secure a.practice pri~flege under. 
th~ new reqLJireirie'J.~$? 

A: Yes', 	in order to physically enter California to practice public accountancy as 
defined in Section 5051 of the California· Accountancy Act you need to Gbtain a 
California practice privilege or obtain a California CPA license.. 

If the audit report will be issued t:mder:the name of the 'firm, the firm would need 
to be registered in California. You can visit the Board's Web site at 
www.dca..ca:govlcba .to revi·ew the ·.firm -~egistration requirements and.obtain the 
application. 

.I 
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6. 	 Q: My client's primary business operation is located in California. However, 
their administrative office is located in Washington. I have been engaged 
to conduct an audit. All the work will be done in Washington, except for 
the inventory observation. Do I, as the engagement partner, need to 
obtain practice privilege? 

A: Yes, if you physically enter California to practice public accountancy as defined 
in Section 5051 of the California Accountancy Act you will be required to obtain 
a California practice privilege or California CPA license. Audit services, 
including inventory observation, fall within the definition of the practice of public 
accountancy. 

The firm would also need to be registered in California. You can visit the Board's 
Web site at www.dca.ca.gov/cba to review the firm registration requirements 
and obtain the application. 

7. 	 Q: I am an out-of-state CPA who performs peer reviews for California 
accountancy firms. Would I be required to obtain a California practice · 
privilege? 

A: 	No, you would not be required to obtain a California practice privilege. 
Performing a peer review for a California accountancy firm is not a service that 
falls within the definition of the practice of public accountancy contained in 
Section 5051 of the California Accountancy Act. 

Safe Harbor Provision 
1 . 	 Q: When am I required to notify the Board that I'm practicing public 

accountancy in California under the practice privilege? 

A: Notice is required on or before beginning practice. However, there will be no 
penalty if the notice is given within five business days of commencing practice. 
The safe-harbor provision for this short delay in the notice is only effective 
through December 31, 2007. Because the notification requirements for practice 
privilege are new, the Board will permit a five-business day safe-harbor period 
for notification for the first two years. This will allow time for licensees to 
become familiar with the practice privilege requirements. 

If the Notification Form is submitted after practice began in California, even if it 
is submitted within the five-day safe-harbor period, you will be required to 
provide a reason why the notice was not submitted prior to the date practice 
began in California. 
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Firm tJcensl.:irt:i~hil"fCill·lfo·rnia · · 	 · cH::. :. ,. 
1 . 	 a:r1f~W:ii'fJiifdtr'fjj;~OPI4 'firm that is ~>Hcenset!l in tlile Sta.te o.f Marwland~' '~we ha:ve an 

l!ipporturiity'ti!J~tflo auditwotkfn California.· We wouldbe,sending one .CPA 
to Calitornla~fifipeffar-m ·the audit wor.k fi:JI:.one ·week; Ttle audit reportwill 
be issued in Maryland under the firm name. Does the CPA who.is1coming 

... to. paiitt;u:nia ,n.eed I! practice privilege? What type of licel)~e d~~s,the firm 
d? ' ·.rf!!,ee .• .· 	 . 

A: 	Yes, notice is required to commence prac~ice of public accountancy in .California. 
lri ordert6 practice public accounfaney as defined in Sectiorn 5051 ·of th~ 
Accountancy Act in California or service clients who reside in California the non­
California CPA who is performing the audit work in California will be required to 
obtain·Califc:>rnia practice :privilege or obtain a Califomia~CPA license .. 

'•. ' ' .. .. ' 't' ... :' ', 
In addition, the firm would need to be registered with the California Board of 
Accountancy. You can visit the Board's Wep site at www.dca.ca.gov/cba to 
.review the firm registration ·requirements and obtain the application.:: · · 

( ' 	 ' . ,. ' '- ~ 



State of California California Board of Accountancy 
-~ Department of Consumer Affairs 2000 Evergreen Street, Suite 250Attachment 2 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privileae TF Agenda Item Ill. Board Agenda Item VIII.F.4. 
March 17, 2005 March 18, 2005 

To 	 Practice Privilege Task Force Members Date March 8, 2005 
Board Members 

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

From 	 Patti L. Fran2( 

Mah 
Licensing 

Subject: 	 Information Available on the Board's Web Site for California Practice Privilege 

For consumer information purposes, a look-up feature will be available on the 
Board's Web License.Lookup related to the individuals who submit notifications for 
the California Practice Privilege. 

Currently, the Board maintains the following licensure information for California 
CPAs/PAs on the Web License Lookup (Attachment 1): 

• Licensee Name. 
• License Type. 
• License Number. 
• License Status. 
• Experience Completed (attest or general). 
• License Expiration Date. 
• License Issuance Date. 
• Address of Record. 
• City. 
• State. 
• Zip. 
• County. 
• Whether there have been any Disciplinary Actions. 

Currently, the Board captures the following information on License Lookup for 
individuals who are licensed in another state but are applying for licensure in 
California and have temporary practice rights (Attachment 2): 

• Licensee Name. 
• State of Licensure. 
• License Number. 
• Contact Information for State of Licensure. 



Practice Privifege Task Foree Members 
March 8, 2005 
Page 2 

Below is informatio.n for Task Force consideration specific to informationjrefletted 
v~ ~~. , 

on the Board':$.~§:~ $ite -for individuals who submit Notification Forms for the 
California pract(c~"prhtilege: 

• Licensee Name. 
• Practice Privilege Unique Identifier. 
• Practice Privilege Status. 
• Address of Record. 
• Attest Authority Requested- Y/N. 
• Practice Privilege Issuance Date. 
• Practice Privilege Expiration Date. 
• Whether there have been any Disciplinary Actions in California. 
• State of Licensure (Identified in lteq1 3 . .on the N.0ti.fjpqtio~ Fc;>.nn~.. 
• License Numbenfrom·State,a:f:l.:ieeRswr;e.... h .r· · 

• Contact Information for State of Licensure. 

:· ',: ' 

• Practice Privilege Status . _ 
' .., '· 

An explanation of the proposed status and d~finition Js;pro.Mi:Rer~kbelq~_f()r;; .. 
consideration and approval. The proposed definition lar:~guage beJow is similar to' 
the language currently used for the Web License Lookup .. _(Attaphment 3.) 

CLEAR- reflected for individuals who submit their Notification Form either 
hardcopy or on-line without any disqualifying conditions, so long as the $1 00 fee is 
received within 30 days of submission. 

Definition for Web site: The practice, priyiJeQ?. i.s current and valid. The practice · 
privilege holder can engage in n1re.phidite bf ·pub'lltf'~c8o'Grft!:ill8y·1ih'dalitornia· prior 
to the practice.~priyile,ge,,.e~p.irati9n,,q~.:J,t~.l,. _.. 

I Attest Auth~rity ~egue'st~d; :r; ~) - ,·,, ' r :'Hf " " 

This information is currently reflected 'on-the Boardjs VNeb sitertor individuals Who 
are licensed !n California. It is proposed that this field also be available for practice 
privilege holders and be populated with either a "V" or "N" based ori flow the item 
is completed by the practice privilege holder on the Notification Form: This 
information will assist consumers in determining the types of seiVioes th·e ··practice 
privilege holder can perform in California on their behalf. 



Practice Privilege Task Force Members 
lrCh 8, 2005 

r-age3 

Definition for Web site (if "Y"): The practice privilege holder certified to meeting 
California's 500-hour attest experience requirement prior to signing attest reports 
and has authority to perform the full range of accounting services, including signing 
attest reports on attest engagements. 

Definition for Web site (if "N"): The practice privilege holder did not certify to 
meeting California's 500-hour attest experience and therefore is not authorized to 
sign reports on attest engagements. This licensee can perform all other 
accounting services and may also participate in attest engagements. 

• 	 Disciplinary Actions 
The following statuses are being proposed for use on the License Lookup regarding 
disciplinary actions for practice privilege holders: 

ADMINISTRATIVE SUSPENSION- this status code would be reflected on the 
Board's Web site if the practice privilege is administratively suspended. 

Definition for Web site: The practice privilege holder is not authorized to practice 
public accountancy in California. Please contact the Board for further information. 

REVOKED- this status code would be reflected when the Board has taken 
disciplinary action to revoke a California practice privilege. 

Definition for Web site: The practice privilege holder is no longer authorized to 
practice public accountancy in California as a result of a disciplinary action. 

• 	 Practice Privilege Issuance Date 
This field will provide the consumer with the date when the practice privilege was 
issued. It is anticipated this date will be the date the notification was submitted on­
line or hardcopy, provided the notification fee is received timely and there are no 
disqualifying conditions identified during the notification process. 

• 	 Practice Privilege Expiration Date 
This field will provide the consumer the date on which the practice privilege will 
expire. If the individual does not submit a subsequent Notification Form once the 
practice privilege has expired, it is anticipated that the practice privilege information 
will automatically be removed from the License Lookup. 

• 	 Contact Information for State of Licensure and License Number 
The link, along with the license number, will provide the consumer with the 
information necessary to verify the status of the individuals' license, if available. 



1! 
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~,.r~· ' 
I\.. '•Practice Privilege Task Force Members 

March 8, 2005 
Page 4 

Outsta,~dingJ.ssu·e:,, . . . ...... 
WiU.,ttJ~ ·~ic~.rjp~·:[obkup fe,atur~. r~garding practice privilegefinclude hi~t0rioal 
informi:itiori tor'each practice privilege grariteH? 'F'or instanc'e·, will past1E1is'oipline be 
available on-line? Will the Web site provide information indicating what prior years 
each individuahl:teld a practiQe,.privJiege? 

, 'I 

This issue musLbe decide.d.,bef;Gr.e the Board's Information Technology staff can 
begin developmeot ,0f .flil£3 8:r,actfee .Privile.Q~,Database. · o. .. · · 

I will be available at the meeting to answer any questions the Ta~~.f.o,rce or Board ~ ,. .J. 

members may have. ·.~ ·.:·.. · · · · ' ·:.,. 

Attachments 



:...icense Holders : ATT ACHMI::.N 1 t 

CALIFORNIA BOARD OF ACCOUNTANCY 


J · "'nsee Name: AMY KATHLEEN S:MITH 

L. .lSe Type: Certified Public Accountant 


License Number: 75868 


License Status: CLEAR Definition 

Experience Completed: A Definition 

Expiration Date: June 30, 2005 

Issue Date: July 17, 1998 

Address: 1040 MAIN ST # 204 


O'DOWD FRANKLIN & RABANAL LLP 


City: NAPA 


State: CA 


Zip: 94559 

County: NAPA 

Disciplinary Actions: No 

No records returned 

Disclaimer 
All infonnation provided by the Department ofConsumer Affairs on this web page, and on its other web pages and 
intemet sites, is made available to provide immediate access for the convenience of interested persons. W7t.ile the 
l rtment believes the irifonnation to be reliable, human or mechardcal error renwins a possibility, as does delay in 
th~. rosting or updating of infonnation. Therefore, the Department makes no guarantee as to the accuracy, 
completeness, timeliness, currency, or correct sequencing ofthe infonnation. Neither the Department, nor any of the 
sources of the i1~{onnation, shall be responsible for any errors or omissions, or for the use or results obtained from 
the use of this infonnation. Other specific cauti01wry notices may be included on other web pages nwirztained by the 
Department. All access to and use of this web page and any other web page or internet site of the Department is 
governed by the Disclaimers and Conditions for Access and Use as set forth at Califomia Department ofConsumer 
/jffairs' Disclaimer lnfomwtion and Use Infonnation. 

1nqnnn;::; 



p. 1 1 P.vn•v•c.r" r "­Temporary Licensee List 

Out-of~State CPAs with 

Temporary Practice Rights in California 


Under Section 5088 of the Business and Professions Code (Accountancy Act), a CPA who is 
licensed in another state and applies to the California Board of Accountancy for licensure under the 
provisions of Section 5087 has temporary practice rights to perform the same accounting services as 
a California licensee until the application is granted or rejected if the applicant: 

• Possesses a valid and unrevoked CPA license; and 

• 	 Provides evidence of completion of 80 hours of continuing education within the 
24 months prior to the application filing date. 

Below is a list of out-of-state licensees with temporary practice rights in California. 

A-L 1J> M·Z 

Licensee's Name 

Abdelmegied, Mohamed 

Albero, Joseph M. 

Aleskovsky, Michael 

Anzai, Ronald A. 

State of 

Licensure 


Colorado 

New York 

Texas 
! 

Hawaii 

License No. 

21368 

069673 

! 076951 

2914 

Contact Information for 
State of Licensure 

Colorado State Board of Accountancy 

1560 Broadway Suite 1340 

Denver, CO 80202 

Phone: 303-894-7800 Fax:303-894-7802 

Web: www.dora.state.co.us/accountants 


New York State Board for Public Accountancy 

State Education Department 

Division of Professional Ucensing Services 

89 Washington Avenue, 2nd Fl. East Mezzanine 

Albany, NY 12234·1000 

Phone: 518·474-3817 ext. 160 Fax: 518-474·6375 


• Web: www.op.nysed.gov/cpa.htm 

Texas State Board of Public Accountancy 

333 Guadalupe, Tower III, Suite 900 

Austin, TX 78701·3900 

Phone: 512·305· 7800 Fax: 512·305-7854 

Web: www.tsbpa.state.tx.us 


Hawaii Board of Public Accountancy 

Department of Commerce & Consumer Affairs 

P.O. Box 3469 335 Merchant Street (96813) 
Honolulu, HI 96801·3469 
Phone: 808-586-2696 Fax: 808-586-2689 
Web: www.hawaii.gov/dcca/pvl/areas_accountancy.html 

Oklahoma Accountancy Board 

4545 Lincoln Blvd., Suite 165 


Oklahoma 
 Oklahoma City, OK 731 05-3413 
Phone: 405-521-2397 · Fax: 405-521·3118 
Web: www.oab.state.ok.us 

60 

Washington State Board of Accountancy 
P.O. Box 9131I Olympia, WA 98507 ·9131 Washington 18036

i Phone: 360-753-2585 Fax: 360-664-9190 
: Web: www.cpaboard.wa.gov 

Georgia State Boand of Accountancy 

237 Coliseum Drive 


Georgia 
 Macon. GA 31217·3858 
: Phone: 478·207-1400 Fax: 478-207·1410 

019203 
1 Web: www.sos.state.ga.us/plb/accountancy/ 

Virginia Board of Accountancy 
3600 West Broad Street Suite 378 Virginia 7368 
Richmond, VA 23230-4916 
Phone: 804·367-8505 Fax: 804-367-217 4 

Baer, David R. 

Bakker, Christie J. 

I 

i 

Ballard, Grenn C. 

Banks, James W. 

1 nannn::; 

i 



ATTACHMI::.N l ;:sCalifornia Board of Accountancy- Web License Lookup 
'• 

* 

What's 

NEW 
About the Board 

Board Calendar 

Of importance to the 

CONSUMER 

Of Importance to the 

LICENSEE 

Of Importance to 

FIRMS 

Contents Lookup 
Comments/ 
Complaints Publications UPDATE 

To begin a new search choose: 


Individual Licenses 

or 


Licensed Firms 

or 


Out-of-State Licensees 

with temporary California Practice Rights 


Of Importance to the 

CPA EXAM 

Applicant 


Ot Importance to the 

LICENSING 

Applicant 


Accountancy Act 
and Regulations 

FAQs 

HOME 

Web License Status Lookup Information 

When you search for a license status and locate a licensee, you will 


see the following information listed: 


Licensee I Firm Name 
Type of License 
License Number 
Status 
Experience Completed 
Expiration Date 
Issue Date 
Address of Record 
Actions ("yes" or "no")* 

* If a "yes" appears in Actions, 
please click on "Details" under the Accusations Filed/Disciplinary 

Actions heading for further information. 

The information available through this search is public information 
pursuant to California Code of Regulations, Title 16, Article 1, 
Section 3 - Notification of Change of Address and the California 
Public Records Act. 

,.,..._ .,,.,.........,.. ,.,._........ ·.·-:~---·· 1'•'-''~ 


STATUS CODE Definitions 

A license is canceled if not renewed within five years 
following its expiration date. A licensee with a 
canceled license may reapply as a new applicant and 

CANCELED 

! meet the current requirements for approval. Upon I 
approval, a new CPA license number is issued.l 

1 

' i 

'n+tn·/h;.mrw clr.::J.ca.Q:ov/cba/lookup.hun 3/1/2005 



CLEA 

l 

Page 2 of 4 

·L 1rh-e license is current and va·iid. The licensee cam;:\"'·'·<··:~ 
agej.p,the practice of puqlic accountancy pridr 2fb·::t~: 
lice~m.~~:·expirfri:io~ date./· ,.. \!ifORT~~~ NOTE: 1~ 

tus i~;;§1~EAR, th~J;j_c,ens ..... ould,itQ:~titY 
restrictions from a dls.Ciplinars( a:ction. P]ea?e 
the Board for further information. 

llr---------------------~--------------------------------------~ CLEAR, PROBATION ,., ·'"Fhe~Hce'fiseHs ctmetltar:rd •valid. The ficensee can 
I 	 . engqg~Jn ~~,e p,f$.Cti,qe_ qfpublic accountancy prtorto j 

the license expiratioi1 date. Additionally, the licensee 
has been disciplined and _may have part of the 
disciplinary order (for example, revocation or 
suspension) stayed and may continue to practice 
under specific terms and conditions. Please contact· 
the Board for further information. 

· .1 l _ • ~ , • r· 

DECEASED 	 Licensee is deceased. 

DELINQUENT 	 A license is delinquent if not renewed by its expiration · 
' ' . . \date. 

'." . 
··•;¢•"' 

DELINQUENT, PROBATI9'N; .>A lice.hse is delirquenf lf .not re.new'ed ·by·its expiration . 
date. Additionally, the licensee has been disciplined 

• ·t 

and may haye p.art of t~e disciplinary order (for 
example, revocation or ·suspension) stayed with 
specific terms and conditions. Please contact the 
Board for further inf6rf:nation. 

DENIED 	 CfheJicense is G.ieniea pursuant to Section 17520 of· 
the Family .Code,! A~y~qu.estions should be direct 
the Family Sup,port l)h~~pt (916) 323-0884. 

INACTIVE 	 An inactive licen.se·is c't!rrent; however, the licensee 'Is 
not req'Uired.to meet the continuing education 
requirements and they may not engage in the practice 
df public accountancy. 

'l 	 ... , ' 

• Ar1 ·inactive lipems.e is current; ho.wever', the licensee is 
not required to meet the continuing education 

·re·quire.m~:nts ar:1~ ;th.ElY ·'!J.a~f~.9;t!=fQ~.~g_,~,).P the practice 
:of publ1o .acc.owmtane;y; f\ddttiO!Jally" th~.IJpensee has 

" ' ' - ,\,,-• (' ,. '''"" .J.! \ 	 t' 
· : •been discipUme·crl and r:n,ay ha5;e pact ofjjle disciplinary 

order (for example, rev ..o.catiql:) or .susp,Eppsion) stayed 
with specific terms .and conditions. Please contact the 
Board for furt_hf:!r informatic:m.: 

RENEWAL IN PROCESS A renewal application has been submitted and is· 
b:eing processed. Please contact the Board for further 

.·, .d.nformation .. 

RETIRED The licensee is reti~ed- ahd may not engage in the 
--·· '·"--- ------·-····~·~..-.•..~ .... "pr:aoti.c.e of publi,~ accodnt(:)ncy.. ,.,~, -. ,,,., ~~~ 

3/1/2005 




1 a.~~ ..J VJ. -ralifornia Board of Accountancy - Web License Lookup 

The individual, partnership, or corporation is no longer 
licensed as a result of a disciplinary action. 

! REVOKED 

SURRENDERED The licensee has surrendered the license. The 
individual, partnership, or corporation is no longer 
licensed. The Board, however, may impose discipline 
against a surrendered license in certain 
circumstances. Surrender also may require certain 
conditions be met should the former licensee ever 
choos.e to reapply for licensure. 

SUSPENDED I DISCIPLINE, The licensee is prohibited from engaging for a specific 
PROBATION period of time in the activities for which licensure is 

required. The licensee has been disciplined and may 
have part of the disciplinary order (for example, 
revocation or suspension) stayed with specific terms 
and conditions. Please contact the Board for further 
information. 

EXPERIENCE COMPLETED 

The Experience Completed field reflects the type of experience the licensee completed 
either at the time of initial application for licensure as a CPA, or subsequent to 
obtaining the CPA license. The "A" designation indicates the licensee completed the 
experience required to perform the full range of accounting services, including signing 
attest reports on attest engagements. The "G" designation indicates the licensee 
completed the experience required, except attest experience, and therefore is not 

: authorized to sign reports on attest engagements. This licensee can perform all other 
! accounting services and may also participate in attest engagements. 

A 
i 
! 
~~ 

This licensee completed the experience required to perform the full 
range of accounting services, including signing attest reports on 
attest engagements. 

G 

~ 
1 
i 

~ 
1 
i 

This licensee completed the experience required, except attest 
experience, and therefore is not authorized to sign reports on attest 
engagements. This licensee can perform all other accounting services 
and may also participate in attest engagements. 

NOTE: The Experience Completed field is left blank on the Web License Lookup for 
firm licenses, as the designation applies only to individual licenses. 

Licensees who practice public accounting in California must complete 80 .hours of 
acceptable continuing education in the 24-month period preceding the license 

• expiration date. 

A licensee who performs substantial portions of an attest or compilation engagement is 
required to complete continuing education in accounting and auditing. Information 
about continuing education is reported to the Board at license renewal. 

In all instances, it is required that licensees engage in continuing education which 
directly contributes to their competence as accountants. Consumers are advised to ask 

l 

~ 

http://www.dca.ca.gov/cballookup.htm 311/2005 



lifornia Board of Accountancy- Web License Lookup Page 4 of 4 

i 
1 the licensee for up-t<;:>-d,ate information on the continuing education the licensee has ... ;:~·· -"· 

completed. -··· ' · ·- ~" ... 

~ '" ' ·' ~ 

.· · For m.ore information on q1.iestion;s to ask, 
see: S~le:c,ti.n:g 1a~ ¢.~rtlfJ~~t,R~~I'!Ci,Account~~f 'o:~ ~ublic Accountant. 

NOTE: to l:f?tUrfltoycmr curr~nf s,ea/¢1{please click your browserfs BACK button. . ' '··'' .. . . 

Individual Licenses 
or 

Licensed Firms 
. . or 

Out-of-State Licensees 
with tfamporary California Practice Hights 

The enforcement actions provided. on this Web sit~ c~ntain the following·: ·· 

NaQ1e§, cfF~Eir~ees for which :accusations have beelil .filed am:! ,ar~··PE3ndJr.~g . "'·r"·.
p'ossil1fe ·anf6rcemene·a·ctidrL , · · ···· !:: • .. .•. . • .. ... · . 

::n::~rt~ft~ ~-:, . ~~.. ., , ·.. '· ' 
•·•~-•,·-•-••~....__.,..,..~...,,~.,,._"_ '~·'>•" ., • '·--"f> , , ,<'J'' 1; \~"\/'• ,.);:,'\ •-: ',. : ., t;' ;''c••, _ 

Sumr:nC:lriep qf decisions sincef JUly 1, 1993, for licenses revs ked, sunendered, or 
0 

plcicel6n 'loil,g".:term probatioh.toeyo'nd 3·ye;:~rrs');:and· o. ·•• 
'' ""'-; ' '• '~· ' • ; •" • ~" I .. 

S~ml"!1aries for ail other enforcement actions withlin.tne. ~e~!:lt,se~~r years.1

For mor:e.informafion or deta'ils of earlier en'forcement actions, or information regarding 
possib.le..citati~ns aria fin~·s.i _please tont~ct the CALIFORNJA BOARD ·OF 
ACCODNTANCY b\j"maii, e-hi?il. teiE:ipnohe;.. or FAX as listed b:elo.w·'~',$c 

.:.• ' • .: ' • :· ·~ • «- • ' ­

E-maiE.enfor~emenflnro@cb@Cca .-gmt 
·~·-re;·,ept1:&~e:'t~1·e7 5'e~L17'29 .,,~··-'····~·. 

FAX: (g·f6:) 2f:>3-S673 . ·· 

Canrornlc:i' BO'ard of Acbountancy­
2"000 ~\1ergree~n· street; Suite 250 
Sacramento,· CA 95815-3832 
Attn: Enforcement Division 
Please report problems encountered viewing this information or address 

any questions concerning this material to pagemaster@cba.ca.gov. 

Page Last Updated: February i6, 2005 

311/2005ttp://vrv..rv/.dca.ca.gov/cba/lookup.htm h



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

Attachment 3 Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege Task Force Agenda Item IV. Board Agenda Item VIII.F.5. 
March 17, 2005 March 18, 2005 

To Practice Privilege Task Force Members Date March 1, 2005 
Board Members 

Telephone (916) 561-1789 
Facsimile (916) 263-3675 
E-mail mgale@cba.ca.gov 

From ~~';/,::u~ttn Planning Manager 

Subject: PROPOSED PRACTICE PRIVILEGE COMMUNICATION AND OUTREACH PLAN 

Attached please find a draft Practice Privilege Communication and Outreach Plan. 

The attached matrix provides information regarding tasks, timelines, resources, and 
status of each task related to this project. 

This plan is before you for your consideration and action. 

Attachment 
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March 17. 2005 

PRACTICE PRIVILEGE COMMUNICATION AND OUTREACH PLAN 
TASKS/TIMELINES/RESOURCES/STATUS 


NE 

Jam ary 

2oo5 

arc_h_l 

TASK 

Parties. 

05 -LJi Hamsen 

March 2005 L Walker 

March 2005 IM.Gale/H. Hansen 

July I A W ong 
05 

Walker/• 
M.G le/ 

ust IC. Es 1uivel 
05 T. Do )SOn 


• 
 H.Ha 1sen 

• 

• 


'------­

Write, produce, and print special mailing to all licensees (Individuals 
and Firms), interested parties, State Boards of Accountancy, NASBA, 
AICPA, Societies (all states and jurisdictions), Legislature, Persons on 
Board-Mailout List and other designated parties or individuals. 
In special mailings to State Boards and Societies, request that they 
convey this information to all their licensee members, and provide 
sample narrative for them to do so. 
Post Special Mailing on Web site . 
Post updated outreach information in the Web site's 'For the Consumer' 
area. 

ite, print and issue a special mailing that includes information about 
Practice Privilege to Licensees (individuals and firms) and Interested 

nt and mail Information in UPDATE No. 57 (President's Message) 
ntrlcluding Regulc:ttion Notice. 

st UPDATE with Regulation Notice on Web Site. 

epare Frequently Asked Questions (FAQs) with introductory narrative/ 
ovide for Mailout for March 2005 Task Force and Board Meetings. 
st FAQs & introductory narrative on Web Site after approval by Board. 

_(subject to final regulations) 

ld Regulation Hearing at May 2005 Board Meeting. 
-Notice Regulation Language as Necessary. 

Wr

Pri

Po

Pr
Pr
Po

Ho
Re

When Regulation is approved, initiate concentrated outreach: 

TIM ELl 
--­

2005 

March 

Feb-~ 
20 

May 
2 

Jul· 
Au~ 
20 

---­

1 


IRESOOURCES 

R. So s/M. Gale/ 
I A. W mg/T. Dobson 

R. Sos/M. Gale/ 
1 A. w>ngff. Do~on 

1le/T. Dobson/1 M. G 

1rch 18, 2005 

STATUS 

Completed 

Completed 
2/24/05 

Completed 

Completed • 

In Process 

In Process 



---

----

TASK 
~Notify NASBA of CBA's intention to enlist the services of NASBA's 
GredentiaiNet as necessary··to enable Practice~Privilege for eligible 

JLcensees, . : 1· .. 

;lo• ,fit 

·Establish dedicated· emaiJ,boxJ~r, inquiries-related tQ, PracU9~ Privilege 
:(praf]privinfo.@obq.c,a.gqv): ,.. . .: , . 

···'' ' '" ,;;t' 

Develop and Test lnteractive.fPracticePrivilege;.Notification·Form. 

(·' •. L • • ~ ; ~ ~ 

·Develop and·fest databasetolintetfaoe wittland-capfure·irtformation from 
Interactive Practice Privileg.e Notification Form. 

:; , • ;r • , ~. '·­

l ~ '. ; ~ 

Write and develop Informational Booklet to accompany Interactive Practice 
Privilege Notificatidn ~orms 

: !· < ·~, :' ; ~ __..f! ! - '! ' " d 

Rollout Interactive. Practice J7rivile.ge"N<?tificatio.m ,For:r;r:h onrWeb site .. ,, 

f-----. 

Post lnfonnational Booklet'on,Web·site/Cr.eate !:::ink to Interactive 
L()lotification Form. 

?• '' ':;{ :- ·:~t j ·, ' ~ 

'-;; H ~ ! ~ 

TIMELINE RESOUBGJ:l; ~STATUS 
March-May L. Walker 

2005 

March-May L. Walker/ lin Proces~ 
2005 D. Hansen..__ 

March-
November ID. Hansen 

2005 lin Process 

March- I ln. Process 
December ID. Hansen 

2005 

September IL. Walker 
-October lin Proce~s 

2005 

January 1, 

2006 ~;:~ansen 
December M. Gale/ 


2005 H. Hansen 


·' ~t::;.(~ I, I{! 
,?<''"'

t~ t~ ~/ -·\-H r ·' \1L( ''• /l ;[ ;: f 

. ,_.,: ~ ---~ 
r ~ • t. 



State of California 
Department of Consumer Affairs Attachment 4 

California Board of Accountancy 
2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item V. Board Agenda Item VIII.F.6 
March 17, 2005 March 18, 2005 

To 	 Practice Privilege Task Force Members Date March 9, 2005 
Board Members 

Telephone (916) 5£)1-1740 
Facsimile (916) 263-3676 
E-mail pfranz@cba.ca.gov 

From 	 Patti L. Franz 
Licensing Manag 

Subject: Draft Instructions for Notification Form 

Attached for consideration and action by the Task Force and Board are the draft 
instructions for the California Practice Privilege Notification Form. 

In response to the direction of the Task Force at its January 20, 2005, meeting, staff 
included the statement "The practice privilege is not intended to be a long-term 
substitute for obtaining a California Certified Public Accountant (CPA) license" in 
the instructions. 

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

Attachment 



STATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 AKNULU ::i(.;HVVAKLt:.Nt:.!.:>\.::lt::K, \:>OVernor 

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 E:VERGREEN STRE:ET, SUITE 250 


SACRAMENTO, CA 95815-3832 

TELEPHONE: (916) 263-3680 


FACSIMILE: (916) 263-3675 

WEB ADDRESS: http:llwww.dca.ca.gov!cba 


General Information and Instructions for Completing Your 

California Practice Privilege Notification Form 


These instructions are intended to assist you in completing your California Practice Privilege 
Notification Form (Notification Form). For additional information, please visit the Board's Web 
site at www.dca.ca.gov/cba to download the California Practice Privilege Handbook or request a 
paper copy of either the Notification Form or Handbook by contacting the Practice Privilege Unit 
at pracprivinfo@cba.ca.gov or call (916) 561-XXX:X. 

The practice privilege is not intended to be a long-term substitute for obtaining a California 
Certified Public Accountant (CPA) license: You can visit the Board's Web site at 
www.dca.ca.gov/cba to review the licensure requirements and obtain the application or 
telephone the Licensing Unit at (916) 561-1702. 

General Practice Privilege Information 

Practice Privilege Requirements: lf.you are an out-of-state CPA, not licensed in California, 
and you intend to come into California to offer and/or provide public accounting services OR if 
you intend to offer and/or provide public accounting services to a California client from a location 
outside of California, you must meet the following requirements for a California practice 
privilege: 

1. Your principal place of business cannot be located in California. 

2. 	 You must hold a valid, current license, certificate, or permit from another state and meet one 
of the following requirements: 

• 	 Hold a current, valid license, certificate, or permit to practice public accountancy from a state 
determined by the California Board of Accountancy (CBA) to have education, examination, 
and experience requirements for licensure substantially equivalent to the requirements in 
Section 5093 of the California Accountancy Act (see Appendix 1 of the Notification Form); 
OR 

• 	 Possess education, examination, and experience qualifications that have been determined 
by the CBA to be substantially equivalent to the qualifications under Section 5093 of the 
California Accountancy Act. The Board will accept individual qualification evaluations of 
substantial equivalency completed by the National Associaf1on of State Boards of 
Accountancy's (NASBA) CredentiaiNet. Information regarding CredentiaiNet can be found 
on NASBA's Web site at www.nasba.org. 
OR 

• 	 Have continually practiced public accountancy as a CPA under a current, valid license 
issued by any state for four of the last ten years. 

Form Submission: Once you have completed and submitted the Notification Form you will 
have practice rights in California, unless you have any of the disqualifying conditions listed on 
the form. The form can either be submitted on-line or through the mail. Your practice privilege 
in California will be valid for one-year from the date of the on-line submission or, if submitted by 
mail, the postmark date on the envelope. 



Nbtification Fee: You are required to submit the $100 practi.oe privilege notification fee, along 
with the Board-provided remittance form, which must be received ·by the CBA within 30 days of 
submission of the Notification Form. The check or money order should be made payable to the 
California Board of Accounta.ncy. · -, 

-, .., 

Where to Mail the Fee: The fee, along with the Board-provided remittance form, should be 
rmailed to the California BoarGl•·ofAcco.wAtancy, 2000 Evergreer:t Stre.et,Suite 25.Q, Sacramento, I 

CA. I 958'15-3832. ­

Incomplete Forms: You are requirec:l'to prGvide all information requeste<ll in the fer!J;'l ..: An 
incomplete or improperly completed Notification Form will delay your obtaining a praoti.ce 
privilege or result in the loss of practice rights. You will be notified in writing of any such 
deficiencies. 

Updates to the Notification Form: You are required to notify the CBA within 30 days of any 
change in the information reported on the Notification Form. ·Failure te·n.otify the CBA of any 
update(s) to your information may subject you to a fine under the California Code of 
Regulations, Title 16, Division 1, Sectior, 33. 

C.empleting Your California Practice::Privilege Notification,F.orm ...., , ,.: ., 

Contact Information 
Please provide a·ll of the contact information requestecrl on the Notificati.Gn Form. The contaGt 
information asterisked below will be public information available on the Board's Web License 
Lookup. However, your telephone number, fax number, e-mail address, birthdate, and Social 
Security Number will not be made available to the ..pwblic, . · · · ..­

*Name: P·lease:pro:q.ide the name you. hav.e. useakwitM tt;Je state of licensure i4J.entified -iti Item 3t" ,.. 
of the Notification Form. . 

Prior N'ame(s.): Please provide any p[ior name{s) you may 'have used with the ·state of licensure ' 
identifieo 'in jtem 3. of the ·kJotificatic;>ri Form... . ' . .. · · · . - ' ~. -~~ 

Address of Principal Place df Busin~ss'{m'ailirig'~ddress): Please provide your address of 
principal place of business in the state you identified in Item 3 of the Notification Form. · 

• • , " ' . .. .... ·:' .: r . . • .. , . . , ,,...". . . 

*Address o~ Record: Your Prjncipal ·PI~'ce'bf Business addre~s will'be'lrsed as your addresis of 
record unless othervJis~ indicated. 'four'addre·ss.of.ret:ord wiH be ava'H·able on the Boarel's Web 
License Lookup. ,. · · '""'' .. · ~. · '· 

"~·· '.. -~:· ~ "·; •• • f .. ~ ~, • : i,f;\"i "~'S" ~"'-<""' 

Telephone Number: Please provide a daytime business'telephohe ni:Jhiber. 

Fax Number: Please proVide· a da"Yffm'elax number. 

Business E-mail: Please provide an e-mail address in this space only if you would like to 
receive con1muni·cations from the Board via e-mail in lieu of mail thrd'ugh,the LJ.S. Postal ServiCe'" 
to your adare·ss of record. In certain circumstances, the Board will continue ·to use your address 
of record for its communications. ,. 

Date of Birth: Self-explanatory. 



., 

Social Sec.urity Number (SSN): Disclosure of your SSN is mandatory. Your SSN will not be 
made available to the public. If you fail to disclose your SSN, you will not be authorized to 
practice public accountancy in California under the practice privilege. 

Qualification Requirements 
You are required to check a box for each of the items 1 through 12. Otherwise, you will not be 
authorized to practice public accountancy in California under the practice privilege. 

1. 	 Self-explanatory. 

2. 	 Self-explanatory; 
OR 
You have submitted an application for California CPA licensure and would like to have 
practice rights in California while your licensure application is being processed. 

3. 	 Please provide the state of licensure, license number, date of issuance, and license 
expiration date for the CPA license you are using to qualify for the California practice 
privilege. The licensure information you provide will be reflected on the Board's Web 
License Lookup. 

4. 	 a. Please check this box if you are an individual who is licensed in a state that is listed in 
Appendix 1 of the Notification Form. The states listed in Appendix 1 of the Notification Form 
are deemed substantially equivalent; 
OR 
b. Please check this box if your qualifications have been deemed substantially equivalent by 
the National Association of State Boards of Accountancy's (NASBA) CredentiaiNet. Please 
provide your CredentiaiNet file number in the space provided; 

OR 
c. Please check this box if you have continually practiced public accountancy as a CPA 
under a valid license issued by any state for at least four of the last ten years. 

5. 	 Please check this box if you are submitting the Notification Form at or before the time you 
began the practice of public accountancy in California; 
OR 
Please check this box if you are submitting the Notification Form within five business days 
after you began the practice of public accountancy in California. You will also be required to 
provide the reason you did not provide notice on or before the date you began the practice 
of public accountancy in California. This option will only be available through 
December 31, 2007. 

6. 	 Please check this box if you have met all of the continuing education requirements and any 
exam requirements for the state of licensure that you identified in Item 3 on the Notification 
Form. 

7. 	 Self-explanatory. 

8. 	 Self-explanatory. 



9. Self-explanatory. 

10. Self-explanatory. 

11. Self-explanatory. 

12. Self-explanatory. 
'' 

Requirements for Signing Attest Reports 
You may not sign an attest report under a practice privilege unless you have 500 hdwrs:of · 
qualifying experience in attest services in accordance with Section 5096.S. of the California 
Business and Professions Code. For these purposes, qualifying experience is thahvbi'icH; h·as 
enabled you to demonstrate an understanding of the requirements of planning and conducting 
an audit with minimum supervision which results in opinions on full disclosure finar:~cial 
statements. 

Please select either "Y" ..or "N'\ If you select "N", you cannot.sig!l attestreports t.mder this 
practice privilege and that information will be reflected on the Board's Web License lookup. 

Disqualifying Conditions 
If you check "Y" to any of the disqualifying conditions on the Notification Form, you are not 
automatically authorized ·to practice .public accountancy in California umless yot;J are so notified 
by the Board. ,· 

j ' t 1 f:' ~ ! .;'. . "~ 

You must mail the required documentation requested below to the attention of the Practice 
Privilege Unitfor review. TheBpar9JN(II acc;,eptcopie~ of o~iginal ,documents. It is suggested 
you r~tain copi,~s far yqy(reg~r:<;Js,.,\~~C;h ~fr[i~ ,Y,oy;.~ubffli1 ~-pta'ctiq~<prjvif~_Qe.Notlflcatlon fFbfrn 
you will oe required'to report tffe{disq,Qt~~~winQ, ~ell.'d_\i!i~r(~r:·..·::.:·.,, .··.·:·•;\:', ·~· '· ;(j'(Yfi'\ ,, •;:,~- ,., ',·· 

~'·"J ; 

Please allow two to four weeks for review once all of the required documents are received. Y(DCf: 
will be notifi'ed in'writing of the outcome ofthe Boart:l review. . · · 

'' 
A: Convictions: In addition to completing Attachment X, you are required to provide copies of the 
following: a) Grimihal Complaint or Indictment, tr) Plea and Jadgment, and ·c) Probatiom Report. 

B: Discipline: In addition to completing Attachment X, you are required to provide a copy of the 
chargir:~g document (Citation,,,Accu~ation; .etR,:),ran$l.t~e .r:;q,ncl~sio.t;~ dopument (Decision, 1 
Stipulation, Board or Agency Order,, etp.). · 

:, ., " ' ,,•, ···, '., ~.''; -~:·!~~;, ··:: \·} ,J·lf\k ' r,·'"";: ~ :!,~"' ,•" ~ f)•' • • '"~·" _,,.•·--· ; . ..,~~, 

C: S~biect to aid investig~ho.m;~Jfl.·9d.ftl~if!~:!CL~!?m:~lft!i.t:l9,1Attf3c~.rri~p};>(. ypu ~r~;r~;9~.!~.~9 t~.~, ~: · · 
prov1de a copy of the Not1ce of lnvest1gat1on recerved from the agency 1nvolve9,.the a.9~nqy'$ ...1 

own written Summary of Issues or Work Under Investigation, and a Summar~I"Of lnves'ffgatlv~:.··., 
Actions that:have oqcurped (D.~pqsjtior~s., H.ear:ings, .etc.)., , , .. ·: .' '· "·'' 

D: Unresolved administrative suspensl~~ or unpaid fine: You are req1.,1ired to ·~r6vii:fe a written 
explanation on Attachment X regarding the circumstances that resulted in the administrative 
suspension or fine and why the administrative suspension and/or fine have not bee,~ resolved. \ 

E: Did not respond to earlier request for information from CBA: You are required to provide a 
written explanation on Attachment X of what was requested by CBA and why it was not 
supplied. 



•. 

F: Board approval is required before practice may commence: You are required to provide a 
written explanation on Attachment X regarding the circumstances that resulted in the 
requirement of Board approval of a future practice privilege. 

G: Civil judgement or arbitration award documents: In addition to completing Attachment X, you 
are required to provide the Complaint, Response to Complaint, Court Judgement, and 
Arbitration ruling. In addition to the documents listed, please attach a written explanation of the 
events that led to the dispute. 

Required Additional Information 
Please answer the following questions and statements. 


Do you currently hold a California Practice Privilege?: Self-explanatory. 


Have you ever held a California CPAIPA license?: Self-explanatory. 


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

the following: Self-explanatory 

An answer of "NO" to the following three statements will not disqualify you from the California 
practice privilege. 

I am an associated person of a firm registered with the PCAOB: Self-explanatory. 


My firm has undergone peer review within the last three years: Self-explanatory. 


The state of licensure identified in Item 3 requires CE in fraud detection: Self-explanatory. 


Signature: Sign and date the renewal form. Your signature, either electronic or hardcopy, is 

required in order for you to be granted a California practice privilege. 



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

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

'· Stale Of 	 CALIFORNIA BOARD OF ACCOUNTANCY 
"c..Dfomla 2000 EVERGREEN STREET. SUITE 250

Depar1mer!l Ill ~ SACRAMENTO, .CA 95815-3832
ConsuJner Practice Privilege TF Agenda Item V. TELEPHONE: (916) 263-3680 Board Agenda Item Vlll.F .6.

lairs March 17, 2005 FACSIMILE: {916) 263-3675 March 18, 2005 


vvt:.r:i ADDRESS: http:llwww.dca.ca.gov/cba 


NOTIFICATION AND AGREEMENT TO CONDITIONS FOR THE PRIVILEGE TO 
PRACriCE PUBLIC ACCOUNTING IN CALIFORNIA PURSUANT TO CALIFORNIA BUSINESS AND 

PROFESSIONS CODE SECTION 5096 AND TITLE 16, DIVISION 1, ARTICLE 4 OF THE 
CALIFORNIA CODE OF REGULATIONS: 

Name: Prior Name(s): ------------ ­

Firm Name: 

Address of Principal Place of 

Business (mailing address): 


Address of Record 

(if different than address above): 


Telephone Number Fax Number Business 

(business hours): (business hours): E-mail: 


Date Of Birth: I I Social Security Number: ------------ ­

QUALIFICATION REQUIREMENTS: 

I state as follows: 

1. 0 	 I am an individual. 

2. 	 0 My principal place of business is not in California, and I do not have an office in California 
other than through a firm that is registered in California and of which I am an employee; OR 

0 I have a pending application for licensure in California under Sections 5087 and 5088. 

3. 	 0 I qualify for a practice privilege based on my current, valid license to practice public 
accountancy in the following state: 

License Date License 

State: ___ Number: Issued: Expiration Date: 


4. 	 0 a. The state of licensure identified in Item 3 is deemed substantially equivalent by the 
California Board of Accountancy (CBA) (see Appendix 1 for a list of substantially equivalent 
states); OR 

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

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

5. 	 0 l am submitting this notice to the CBA at or before the time l begin the practice of public 
accountancy in California; OR 

(This option is only available through December 31, 2007.) I am submitting this notice 
within five business days after I began the practice of public accountancy in California on 
_1_1_. My reason(s) for not providing notice on or before that date: 



6. D . I have met the continuing education requir~ment$ and any exam requirements for the 
.state of licensure identified in Item 3 ·~bove,: 

agree to the following: 

7. 	 To com!9·1y:with the;laws. of th~ ~st~~t~ ·q~ c;,aJif@rpia, ilil9~~Sl.i.Q.9t!.Q~ ~-~.l~or,nif!.f1pcpHnt~pcy Act 
· (Busirie:s~;~-~d Professions Code ~ecti:q[l,~D04l~;f~hs~q,,,·a~c~"~:5!9Jf~h:.~;.:.,:·.;;~: ·.· 1..-.:: .•. .. , .•. ·s-:;q 
http:lfw:WW-'aca. ca, gov/cba/acmt:a.atMliTil) <llf:lQ..:t,h@.ffi§g,b!I.~}JoD~~3~~~r!?:,~~R~6~.~S.;\9,~sm;~J~:~!- :;·. ,..1 1http:llwww.dca.ca.gov/cbalregs;htm.) . .", ~~{ ''l\0 ;;;.,~f,~;"_, _,,., 	 · · ·· · 

8. 	 D To the personal and subject matter jurisdieti·om· of the CBA including, but not limited to, the 
following: 
a. 	 To suspend or revoke, without prior notice or hearing and in the sole discretion of the r.. 

CBA or its representatives, the privilege to practice public accounting; 
b. 	 To impose discipline for any violation of the California Accountancy Act onegulations 

thereunder and recover costs for investigation and prosecution; and 
c. 	 To provide information relating to a practice privilege and/or refer any additional and 

further discipline to the board of accountancy of any other state and/or the SBC, PCAOB··~ 
or other relevant regulatory authorities. · · 

9. 	 To respond fully and completely to all inquiries by the CBA relating to my California ,pr;a~ctiq~1 .:. 
privilege, including after the expiration of this privilege, .., . ·-'"'''::e•. J 1 

10. D 	 To the authority of the CBA to verify tl:te. aoqur:?CY. and truthfulness of the information ...· .. . -~ 
provided in this notification. I consent to the rele.ase of all information-relevl:mt to the ds~s·' f.oJ:'''\' 

inquiries now or in the future by: . . .· :< •." , 1" 

a. 	 Contacting other state agencies; 
b. 	 Contacting the SEC, PCAOB or any other federal agency before which I am autnorized 

to practice; and 
. ,tg,, .Cont§l.cting NA~BA... . ., . , . 

· ~.. • · ·.. r -"'_, -~ t· ... ~ •••• • ·~~~ : • .('~.•n·.: ~,~ ~::;-.:.:Ht; i'""t.(':.'')rl~! ~ : ..: · 

11. 	 ''lh 't!rfe 'ever:1t lhat ar:~¥ of the ;imformatiorCir.~:tmis .r;Jo1ifte ,c~~.anges,Jo pr:Q_~~~<t\~J~~.S~B~ wfitten. 
notice of aJ:J¥ such change within 30 days of its occurrence. 
. <. , 'e .· : . <>...~.· L;:.L(Ftl Gd:~ ~~- (·~ ~ , ~ ' 

12. D 	 To concurrently submit the fee of $100.00. 

REQUIREMENTS FOR SIGNING ATTEST REPORTS: 
! ' ' 

I wish to be able to sign an attest report under this practice.·privilege and, if so, I hav~ at le.ast 500 hours 
of experience in attest services~ Yes .0 No · · 

DISQUALIFYIN~ C.O,NDITIONS: 

Please -bnet!~'ahy of4he 'items below that appl¥. For an;y items. ·ohecke..IJ.! ':YEJ.§:'.in..:(l?),-;:r{pG4,,Y6lff[JUSt 
provide additional information as requested in Attachment X, and you are not autno'rli!!ilf tojj('iJAtice in 
California--un.less and·until you receive notice from the CBA that the privilege has fleeifgriihted. 

"-• -'<..,y --. ' >''• " <, ,.,, .)~ lr-'N'""('j./'-..,'~r'·· "•<i" + ' :~.. ' ·, ( I ~ ~~-=·•1z.:.':;.:~~~:~~';• .t P ~· ' 

Y N A I have been convicted of a crime other than a minor traffic viola~ioo., 
D 
Y 
D 

O, 
N 
D 

B. I hav.e had a license, t~gi_strat,ipn, ·p~rrn!it or authority to practice .a pnofessioo 
surrendered, denied; suspendeCJ, ·revoked, or otherVIiise disciplined msanctioned except 
·for the following ,occurrences: 

".,f"t'1 q,. 

(1) an action by a state board of accountancY' in wnidfthe Gnly· sanction was a 
requirement that the individu~l complete ~pecifi,e<;J coptiQuing ~ducation courses. 

(2) the revocation 0f .a nc.ense or other.authoi:ity:tq;Rraptip~ .~~blic aqcountancy, other 
than the license ·upom which ~he practice .privilege is basea, solely because of 
failure to complete conti_!1uing education or failure to renew. 

2 



-----

-----

-------

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

conduct. 

y N D. I have an unresolved administrative suspension or an unpaid fine related to a prior 
LJ 0 California practice privilege. 

y N E. I did not respond to a request for information from the CBA related to a prior practice 

0 0 privilege. 


y N F. I have been notified by the CBA that prior Board approval is required before practice 

0 0 under a new practice privilege may commence. 


y N G. I have had a judgment or arbitration award against me involving my professional conduct 
0 0 in the amount of $30,000 or greater. 

REQUIRED ADDITIONAL INFORMATION: 

Do you currently hold a California Practice Privilege? 0 Yes 0 No 

When does it expire? ------------ ­

Have you ever held a California CPA/PA license? 0 Yes 0 No License number: 

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

State: License Number: ______ Other Authority: 

State: License Number: ______ Other Authority: 

fl.n answer of "no" to any of the following statements does not disqualify you from a California practice 
privilege. 

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

My firm has undergone peer review within the last three years. 0 Yes 0 No 

The state of licensure identified in Item 3 requires CE in fraud detection. 0 Yes 0 No 
If yes, I have fulfilled this requirement. 0 Yes 0 No 

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

Signature: Date: 

Your privilege to practice commences with the submission ofyour completed notification and 

your fee. Your privilege expires at the end of one year. 
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------ ------

lTATE OF CALIFORNIA- STATE AND CONSUMER SERVICES AGENCY 	 ARNOLD SCHWARZENEGGER, Governor 

C'A.I.:.IFORfsiiA S04::RJQ,OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 

SACRAMENTO, CA 95815-3832 
:J:EL>§!r;~QNgs-~@~ 6)~~63-~6§0 
FACSIMILE: (916) 263-3675 


WEB ADDRESS: http:ffwww.dca.ca.govfcba 


ATTrACHM,ENT X 'I 

' 

\/1. 	 If you check~d· "yes" to any of items A -:G '&nder disqualifying donditidris, please pro·vrtJ'e explanatory·" 
details: · 

• J \ 

2. 	 If you checked "yes" to Item G under disqualifying conditions, .please .also provide;_ 

Date of Judgment! 

Arbitration Award: Jurisdiction/Court: Docket No: 


)f 

,. ~I 

'' 	. 

. " ... 

PRIVA~Y Sj~IE~~~!~,~~:~-i~f?,:,']~~~~~R~?~i~~?.}~. tpis !?r.f!l :-":ill ~e. ~sed ~y the California Board of Acc:ountancy to . 
determme Whe'thet9ou· qUalify forpract1ce pnvileg!'ls •1n' Oahferma. SectJdnsi508Clithwagh:50.95 -ofthe-B,u!)Jness •C!ndcRr,9fessJ,qlilp ·: . 
Code authorize the collection of this iriformath.JI'li~:Failurs'to prd.vide aAy,Qf•tM€1 r,f?pl:,!ire~,ipJor,r;q,\=ltion is"gro!J.Q.c!s, for rejection of the 
form as being incomplete. Information provided may be transferred to the Department of Justice, a DistriCfArtorney, a City 
Attorney, or to another government agency as may be necessary to permit the Board, or the transferee agency, to perform its 
statutory or constitutional duties, or otherwise transferred or disclosed as provided in Civil Code Section 1798.24. Each 
individual has the right to review his or her file, except as otherwise provided by the Information Practices Act. The Executive 
Officer of the California Board of Accountancy is responsible for maintaining the information in this form, and may be contacted 
at 2000 Evergreen Street, Suite 250, Sacramento, CA 95815, telephone number (916) 263-3680 regarding questions about this 
notice or access to records. 
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State of California 
Department of Consumer Affairs 

California Board of Accountancy 
2000 Evergreen Street, Suite 250 

Sacramento, CA 95815~3832 
Memorandum 

To 

From 

Subject: 

Practice Privilege Agenda Item II. Board Agenda Item VIII.F.3. 
May i9, 2005 May 20,2005 

Practice Privilege Task Force Members Date May 10, 2005 
Board Members 

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

Consideration of Appendix 1 to the Practice Privilege Notification Form 

At its meeting of September 9, 2004, the Practice Privilege Task Force considered 
whether to accept the National Association of State Boards of Accountancy's (NASBA) 
list of "substantially equivalent" states in lieu of the Board developing its own list. The 
purpose of Appendix 1 is to identify the states from which out-of-state licensees who 
hold a valid, current license qualify for a California practice privilege pursuant to 
Section 27(a) of the regulations (Attachment 1 ). 

Based upon the information provided by NASBA and NASBA Vice-Chair Diane Rubin 
at the meeting, the Task Force recommended and the Board agreed to accept 
NASBA's list of substantially equivalent states for California practice privilege while 
continuing to monitor and add or delete states as necessary. (Attachment 2 includes 
September Task Force and Board meeting minutes for background information.) 

The practice privilege statutes give the Board the authority to adopt NASBA's 
determination that a state is substantially equivalent. It is for this purpose that staff 
have listed the states deemed substantially equivalent by NASBA in Appendix I for 
Task Force and Board member consideration and action (Attachment 3). It is 
anticipated that Appendix 1 will accompany the instructions to the Practice Privilege 
Notification Form. 

Outstanding Issue to be Discussed by the Task Force 
During the preparation of this agenda item, staff identified an outstanding issue related 
to Appendix 1. 

As additional states are either added or deleted, NASBA will update the list. The Board 
needs to develop a procedure that provides for a timely response when changes are 
necessary. One option would be for the Board to delegate the authority to the 
leadership of the Board or the Board's Executive Officer to consider and approve any 
revisions to NASBA's list. 

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

Attachments 



Attachment 1 

Section 27. Qualifications for the Practice Privilege. 

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

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

(b) Possess education, examination, and experience qualifications that have been 
determined by the Board to be substantially equivalent to the qualifications under 
Business and Professions Code Section 5093. Pursuant to subdivision (b) of Business 
and Professi.ons Code Section 5096, the Board accepts individual qualification 
evaluations of substantial equivalency by the National Association of State Boards of 
Accountancy's (NASBA's) Credential Net. Prior to seeking a practice privilege under this 
paragraph, an individual shall apply to NASBA's CredentiaiNet, pay the required fee, 
and obtain the required substantial equivalency determination. The individual shall 
report the NASBA file number on the Notification Form submitted pursuant to Section 28 
and shall authorize the Board to review the NASBA file upon request; or 

(c) Have continually practiced public accountancy as a Certified Public Accountant 
under a current, valid license issued by any state for four of the last ten years. 
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WEB ADDRESS: http:llwww.dca.ca.govlcba 


Attachment 2 

PRACTICE PRIVILEGE TASK FORCE 

MINUTES OF THE MEETING 


September 9, 2004 

Hyatt Regency 

1209 L Street 


Sacramento, CA 95814 


CALL TO ORDER 

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

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

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

Other Participants 
Richard Charney, Board Member 
Tom Chenowith 
Julie D'Angelo Fellmeth, Center for Public Interest Law 
Donald Driftmier, Baord Member 
Michael Duffey, Ernst and Young LLP 
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,~H~uish Kahnna, Administrative Committee Chair 
..;.rRichard Robinson, Richard Robinson and Associates 

Diane Rubin, NASBA Vice Chair-Elect 
Jeannie Tindel, California Society of Certified Public Accountants 

Board Members Observing 

Richard Charney 

Donald Drittmier 

Olga Martinez 


I. Minutes of the July 15, 2004, Meeting. 

It was moved by Ms. Hillebrand, seconded by Mr. Schultz, and unanimously 

carried to approve the minutes of the July 15, 2004, meeting. 


II. Update on Status of Practice Privilege Legislation. 

Ms. Sos reported that SB 1543 (Figueroa), the legislation containing the practice 
privilege provi.sions, was on'the Goverhdr's desk: She noted;thatlhevoteson the hill::, 1 
both ln;the As'~e'mt5iy··ana the ·se~arEfWere closef''tllafi expectea arid'many Republicahs· 
voted "no," however she believed the praCtice priviiege provision's were not the source· 
of their concern. Ms. Sigmann added that the Department of Consumer Affairs is 
finishing its analysis of the bill. It appears that the provision related to outsourcing and 
the Franchise Tax Board provisions in the bill are the most troubling. 

Ill. 	Consideration of Whether the Board Should Accept 1\JASBA's Designafi0r1'tif:.;State1S·' 
as Substantially Equivalent (Subject to Board Review) or Develop its Own rt.:(stt· .• , 

A. 	 Presentation by Diane Rubin of NASBA. 

Ms. Sos welcomed Ms. Rubin. Ms Sos then indicated she would liKe theTask Forde tt;) 
consider Agenda Items Ill and IV together. In her introductory rema:~Rs;\·Ms. Sos notedd· 
that the National Association of State Boards ofAcco~ntanaoy (NASB~)' already make·~-: 
determinations regarding which states are "su~sf~nf{a:lly E3q~'ivileHt".'ahd, tn1rou·gn · }~,i{f;. 
CredentiaiNet, performs a similar serxlk~·edor indiviedals whoYneef·e'd:U~~tiol*l,~~am,· 
experience requirements substantially equivalent to the Uniforr#·A'cceflntaJiiby ft:otli~ .~' 
(UAA). 	 ·~;~,(\"'>'...! '~-(\··~:~~ -r;~tt:~~~ r«.,,:J~;('t~·'"t;~::,A 

-:; • l, ~""r' "-~ t i, , 

Ms. Sos noted that the practice privilege statutes give the'BbarEI 'tne·authority', subject to 
its own continuous oversight and monitoring, to accept determination's ff1'8:8e o~/erti'ities 
such as NASBA. She indicated the issue before the Task Force is whether this is an 
appropriate course of action. She added that the guiding factors for this-dJSb.~;Jssioh are 
the same factors that guided the development of the practide'privileg~' propbsa:l: :·first' 
and foremost to protect California's consumers; second to avoid unnecessary-workload 
for staff and, for example by using· resources that are already avaifabl$;· and also to 
promote uniformity across states and make the movement of qualified'iridividUals 
across borders as seamless as possible. 

fl ''· 
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·, 


Ms. Sos noted that after reviewing the materials that had been provided at previous 
Task Force meetings, it appeared to her that NASBA uses a very rigorous process to 
determine substantial equivalency, both for states and for individuals. She explained 
that Ms. Rubin was attending to help the Task Force sort through this information. Ms. 
Rubin was uniquely positioned to assist the Task Force because she is a former Board 
President and shares the Board's commitment to protection. In addition Ms. Rubin, as 
Vice Chair-elect of NASBA can provide a national perspective. 

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

Ms. Rubin explained that substantial equivalency focuses on the "3Es" of education, 
examination, and experience. For states, NASBA's National Appraisal Qualifications 
Services Board reviews a state's laws and regulations to determine if it is substantially 
equivalent to the UAA. This review is done on a very regular basis. Based on a recent 
review, Colorado had been removed from the list because it no longer has the 150 hour 
requirement. Also, Pennsylvania had been added. 

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

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

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

substantial equivalency, NASBA's 'CrederitiaiNet coneucts a very thorough review wh<icb:V; 

includes reviewing college transcripts and .verifying experience. Sh:e noted that . i 


Credential Net tailors its services to the needs of a particular individual. 


Ms. Rubin cohcluded her remarks·by irldlcating she trelieved r>JA.SHA was,J!~oing a very ~.H·! 


thorough job and that its services· facilitated cro-ssMborder~p:nactio.e While at the same 

time providing excellent consumer·proteotior:vP ·· .. 


B. Discussion. 

Ms. Flowers asked for more information regarding Credential Net. Ms. Sos clarified thg.b 
1 

Credential Net would be used by CPAs from non-substantially equivalent states who ·€!~.Gin 
not qualify for practice privileges underthe l'four of ten" rule.. It is antic.ipated tblat ther~~~·~~J 
will not be many CPAs in this group. The CPA would provide CredentiaiNet with 
documents esta:biishing his or her professional credentials :and would pay the $100 f.ee]M 
CrederitiaiNet's review would take approximately six to eight weeks.. After being . 
deemed ·substanfially equivalent by CrednetiaiNet, the CPA would make this asser:tioKJ~·' . 
under penalty of:perjury,: by checking the appropr.iate box on the practice privilege ...... . 
notification form. Ms. 'Rubin added that OredneUaiNet is the only ,entity prdviding this · 
service and that it is driven by what each state needs, 

Ms. Hillebrand inquired if an ethics course becomes part of the 150.hour requirement, 
would ethics be required 'for substantia'! equivalency .. Ms . .Rubin ,indicated .that this , 
would'be dediaed by the Nationai,Appraisal Q.u:alificati.or:rs Services Board. Ms. HubirJ:1•.. , 

also indldat•e'a iirwotild take tifii;le ·for'ifto"hle.c.ome .part.of·the:ci;~.rric~h~fml,atcGIIeg~~.~·: 
,;.::::,, '~. ''·•,' -~.._ ~.-, ("(·t:·:::,l, ,,J L \·•'"'' 

Ms. Sos indicated that the questior:1 ·for the lfask Force is, gi.ven thaLethios ar:~'" ,.,..• , . 
embedded in the professional standards and many states have some kind of ethics 
requirement, wiii-Ga.lifornia cohsume·rs .be put a't ~ri·sk if OPAs fmm,other states,are .. 
permitted to 'practice ·here·VJi~thou:t meeting California's requ:irements. Ms. RubiA · 
indicated she did not believe 'there was much risk to California's consumers since the 
practice privilege provisions provide greater consumer protection than the temporary 
practice rules they replace. Mr. Schultz agreed with Ms. Rubin, adding that a CPA 
practicing· with a pracfiGe privilege is putting his o:riherhome state license at risk:.' rHe· 
noted theJat a redeHi'.fNASBA meelin·§ every state appeared::to:h~ve a ·different eti:l:i~~, , · 
req-uirement,..howefveYal'l :states irtalca!edethics .is a·f0cbs1· HerencotJ•nage.GJ th~·,Bparc;IJQ~· 
view the ethics :require·rnents established 'by other state tmards::as ·va.lid:· He fttrth:er · . . 
suggested flia~ en'fokihg a spetiificGalifornia rerquirement:would ha.)Ze little fncremental 
ben'efit and 66Uio impede-practice across borders .. 

, , ~. "" ' ·~ , I. ~ { ' ,., 

Ms. Sos thanked 'Ms. Rubin for her input and ·indicated that:the question .b>efo:re the Task 
Force is whether tne Hoard should accept sta:tes on NASBA's .list as substantially 
equivalent for the· purpose o'f permitting practice ·privile.ges .. , The ·secor:u:J question is 
whether the board should accept, for purposes of permitting practice privileges, 
individuals from non-substantially equivalent states who have been determined to be 
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substantially equivalent by CredentiaiNet. Both decisions will be reflected in 
regulations. 

It was moved by Ms. Flowers and seconded by Mr. Schultz to accept NASBA's 
determinations in both areas. It was the intent of the motion that this would be 
the only method through which these determinations would be made. During the 
discussion Ms. Hillebrand asked if the Board could request that Credentiall\let consider 
ethics requirements in making its determinations. Ms. Sos indicated that the Board 
could inform CrednetiaiNet that ethics is a priority and request that Credential Net's 
review ensure that the ethics requirement in the CPA's home state has been met. Ms. 
Sos also indicated that it was her understanding that, consistent with the Board's 
obligation not to delegate its authority, the Board's acceptance of NASBA's list and 
credentialing program would be subject to continuous monitoring, and the Board would 
have the ability to add or subtract states from the list as appropriate. After the 
discussion, the motion was unanimously carried. 

IV. 	 Consideration of Whether the Board Should Accept NASBA's Determination of an 
Individual's Substantial Equivalency or Use Some Other Method for Assessing the 
Qualifications of CPAs from Non-Substantially Equivalent States 
A. 	 Presentation by Diane Rubin of NASBA. 
B. 	 Discussion. 

See Agenda Item Ill. 

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

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

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

CALIFORNIA BOARD OF ACOOUNTANC¥ 

MINUTf;:S OF THE 

pe,ptember 10, 2004 

BOARD MEETING


' ' ' ~ ,, 

Th~ Hyatt Regency Hotel 
1209 L Street 

Sacramento, CA 95815 .. 
Telephone: (916) 443-1234. 
Facsimile: (916) 321-3099 

I. Call to Order . 
. " ' ­

\ ~--. 1 < . .. ·t ... , .. ,., ,,_ ~ ··JCf"TZ::< ;.r) ~~.-· ;r~;!:-·- ....,t, :··.• 

President ian B. Thomas called the meeting to order at ~.;~§@·Q';\; ~J? fJ:1,9.~:~;11 r.­1
September 10, 2004, at the Hyatt Regency Hotel in Sacramento and . ' . ·. 


·'iil!fri'Tilediatelyrconv.e.rre~)fltCl> closed session to cc;>psid~r:,f\a~:P9c;I.)t~ms X,t\-E. 

- > l.I<C • ..-> "' \·-~-, .,, </ :· -' 

The Board ·reconve.netJ into open session at 10.:1 Q a.m. The..Boara ·.. ·· 
• ' ' I ~ ' 

··fiecon\'feneii:H·m:w c.lb.sed se'ssic:m at. t1 :55 a.m.• pro,k~\fq~ ,lqnp
1
9a~ 1~:09 ·p.m., 


and recon~ene·m at~ ~30 p.m. The Board adjourned ~t 3:3.5,p.m.

; l ''-·' 

'I • 

·eoard Members .. ' September. tO., 2004 
. ' ..... ' ' 

,'"-;.··.::· 
'. ..-.r ::i~.::~/.:,.;~ ... ':: ·:, ., .:;'"·::.·:::~ ~ . 

la:A B. Thomas, President a:?5~~l'9· ,tQ ~;3. p.m.. 
h;f·• • ,, ~ ~.. ( i•l- t ;.'·J j t<._/ ·:, d' _.) t;:· '! t.. ­

· ·R:e~n·ata Sos; \hi.ce F~resic:lent , ~·~h3~,~~Qll.,.to,,3.: ·. · .Jfl. 

Stl?ia"nt··W·aldmarn,; s~eore:tary-':freasurer, ,, ¥t~·~~~~.~m·i:tf>''~;;, n?. jJ1\~.r 


· 'Ronald Blanc . a:~5.a .. m. to 3;3,~Lp.rn. 
 I 
tl A,;•. • !-<, • , "' · t ··>. , ,. ;><t' '· ·· ' 

RlcharrrkOhrar:rrey .. ·"a:,~,5-raln1 tp ~;~.9 p.:rh,.
~.,.,.._.,\1' '.- ' .!.,,;,·,,_, > I '• ;,..¥ J\ • ' ' "' (

R1:1oen ·Davila ... ~h~,ent . . . 

Donald "Driftmier 8:~5 .arm• tq_ 3:.3:5 ,p,.m .. 

Cna·rle·s 'Drott 8.:.~~:a.,r1J .. tg 3:3;5 p.m. 

:sa·uy A. Flowers 8:·~~.·a:m~. to 3:?~.P{n:. 


·, Sara Heintz!· 8:35..a.m. tQ,3i?9.:P,~%;.:c· 

Gail Hillebrand 8:35a.m. to 3:3,!;) p.IJ1, 

Thomas fino 8:35a.m. to 3:35 p·.m. 

Clifton Johnson 8:35a.m. to 3:35p.m. 
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The minutes of the July 15, 2004, Practice Privilege Task Force 
meeting were adopted on the Consent Agenda. (See Agenda Item 
XI.B.) 

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

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

3. 	 Update on Status of Practice Privilege Legislation. 

No report was given on this agenda item. 

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

Ms. Sos reported that there· are tt-1ree ways for an individual to 
qualify for a practice privilege: qualify under the "4 of 10" rule, hold a 
license in a "substantially equivalent" jurisdiction, or be deemed 
"substantially equivalent" as an individual, for example through a 
review by Credential Net. Ms. Sos noted that the legislation gives 
the Board the authority to determine what "substantially equivalent" 
means and to decide whether it will make those determinations or 
accept the determinations made by an entity such as NASBA. 
Ms. Sos reported that Ms. Rubin attended the meeting to talk with 
the Task Force about substantial equivalency from NASBA's 
perspective. Ms. Sos indicated that Ms. Rubin was the incoming 
Vice Chair of NASBA and a former Board member. One issue of 
concern to the Task Force was the role of ethics requirements in the 
substantial equivt?lency determinations. Ms. Rubin indicated that 
ethics considerations are already embedded in the exam, 
experience and education requirements as well as in professional 
standards. 

Mr. Blanc asked Ms. Sos to expand on the discussion related to 
ethics. Ms. Sos reported that the Uniform CPA Examination has an 
ethics component to it and that within the professional standards is 
GAAS 2, the independence standard which is one of the 
cornerstones of auditing standards. Ms. Sos noted that NASBA 
recognizes the disparity in the states, and its Education Committee 
is recommending to the full NASBA Board of Directors that the 150­
hour education requirement in the UAA have an ethics component. 
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NASBA is also e9<lploring the possibility of offering a uniform ethics 
course to be available in all states. 

After discussion, it was moved by Mr. Driftmier, seconded by 
Mr. Johnson; and unanimausly cqrrie.dJo.acc.ept NASBA's 
designation of states as substantiaily equi\lalen{while 
continuing to monitor and add or subtract states as necessary. 
T:he·.motion ahiCl)nclude.d .apC?e:pt!ng, N;~S,§A'sJ;~re.ft~ntiaiNet 
ee:r:tification :mf indlvJd:~.:~als 1a~ substantially eqlltialent with the 

·flexibility to ·neje.ct,or d·eny lndivid~als irfthe .Bo~~r~t. det~rmines 
that they are not substantiaii.Y ·equivatent~ ' 

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

See Agenda Item VIII.F.4. 
. 	 .•. 

6. 	 Consideration of Whether There Should be a ;,Safe Ha~bor'''p~flod 
for Providing Notification .to the Board. :·. 

' ' <: ,.····.• ;· ,'i'j, 

Ms: Sos reported that the practice privi·lege commences upon valid 
'notification. Howe¥et, issl.!les C?me up asJq. ·\1\':h,etht:lr Jt1~r~.:s.59uld 

"' " 	 •• :' f,;. .• .<>~~· ,. ~.>~-,, .~:·.•!~··.~. 

:~~;,a per,t~d·:of ti~·e.:af:ter:prrayti9e.::begi~s;:,amgz~Mth~8.J:tl~···Q~?t)Ji2~~.9n 
·~t:tfutd :st1ll ·:b:e·Hrue:r;m1tt;ed totthe ·~9a;rfl, '{Vl~Q~J:lt ,PJi?;!J~Ity..,. lyJ§::.-g9§., __ 
itrdlcated::that:·the ·BGard .wants to encourage ,copnplla'noe~ ~(1!:( ., ' 
nofific'afibn1 but·alsG-.Wants to ensure.that ;no.:cons.umer,harm could . ' . . ~ "'-, ' ~ ' -'• ' " 

bCCl:lr. 

. .­ -~, 

• /j; ' • _, ·' "' I , 

ltrwas moved by Mr. Blanc,cs;econded:bY Ms~.. Fiow~rs, and 
'carried that .notice is due on Qr .before commencing 'to practice 
'but :there wiH be no penatty if ,th~ notice is.? ;g.ive,p wjt~.in }ive 

·.· otJslnes·s :days of cci>mmeQ.c'ing pr:actic~! ~CJii~ :f,eg~l~~l~rl ~.ill 
.~e.T~in in ·effe~t·for.-two ye~r:~ J!'lr~~a.psJtJ9101,;R~~~t~~~r~~,::Jn;~re 

. Wll:l :;be.a que.stlorn ad.deGf.:tc:>)the.notlf1CatfQ~1.,fOfill) a~j{IJlg.fpr the 
reason for the late notification.·· ·rile form witrai$B'H:iquitelhe 
date of notification and the date the practice privilegEf ., 
cortimenc.ed.· This i,nf.o.r:mati().FI, wi.IJ i;!e,,·~:~~~·9 tq .~~u;e~~)IV~~ther 
'the "safe haroor'' 'perioQ should be corntinued.,: mo'qifh:!Ci, or 
eliminated after th·e two-ye·ar transitic:>n pe,riod': 1fiCnotiC?~·is 
submitted :after the five-busine,s.s day.."~afe harpor" Reriod, a 
·fine wiH be imposed. The amoa,~n~ of the :floe arid 'th~ process 
fOf·imposing it would be.the subject offurthe.r.staffieview and 
recommendatiCln. · 
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' Attachment 3 

Appendix 1 

Substantially Equivalent States 

The following 46 jurisdictions have CPA licensure requirements that are deemed by the 
California Board of Accountancy to be substantially equivalent to California's licensure 
requirements. Pursuant to Section 27 of Title 16, Article 4 of the California Code of 
Regulations, you are authorized to practice public accountancy in California under the 
practice privilege provisions if you hold a valid, current license from a state identified 
below, unless you check "Y" to any of the disqualifying conditions on the Notification 
Form. Please see the instructions to the Notification Form for additional information. 

Alabama* 
Alaska 
Arizona 
Arkansas 
Connecticut 

District of Columbia* 

Georgia 

Guam 

Hawaii 

Idaho 

Illinois* 

Indiana 

Iowa* 

Kansas* 

Kentucky 

Louisiana* 


* Permit Holders Only 

Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri* 
Montana* 
Nebraska* 
Nevada 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota* 
Tennessee 
Texas 
Utah 
Virginia 
Washington* 
West Virginia* 
Wisconsin 
Wyoming* 



State of California 
Department of Consumer Affairs 

California Board of Accountancy 
2000 Evergreen Street, Suite 250 

Sacramento·, CA 95815-3832 
Memorandum 

Practice Privilege TF Agenda Item Ill Board Agenda Item VIII.F.4 
May 19,2005 May 20, 2005 

To 	 Practice Privilege Task Force Members 
Board Members Date May 4, 2005 

Telephone: (916) 561-1788 
Facsimile (916) 263-367 4 
E-mail awong@cba.ca.gov 

From 	 Aronna Wong ­
ula · Legislation/Reg

Subject: 	 Consideration of an Approach to Address Issuance of Reports Under 
the Name of Non-Registered Firms 

At the last Practice Privilege Task Force meeting, it was noted that most financial 
statement reports issued by licensees and most tax returns prepared by licensees 
are signed with the firm name. It was also noted that while the practice privilege 
provisions provide for cross-border practice by individuals, there are no comparable 
provisions for firms. Consequently, under current law, for a firm to practice public 
accountancy in California which would include performing activities such as 
reporting on financial statements or preparing tax returns for individual taxpayers or 
California companies, the firm would need to register with the Board. 

This does not pose a problem for larger firms because most larger firms are already 
registered and have a presence in California. However, it can be challenging for 
smaller firms since these firm would have to meet all of California's ongoing 
registration requirements including the requirement that a partner or shareholder 
hold a California license. 

After discussion, the Task Force concluded the issue needed further consideration 
and a working group consisting of Renata Sos and Gail Hillebrand was appointed to 
work with staff to develop a proposal for consideration at the May 2005 meetings of 
the Task Force and the Board. 

After evaluating the possibility of a practice privilege for firms and an expedited 
procedure for qualifying for firm registration, the working group concluded that 
because of the numerous statutory requirements that tie to registered firms, neither 
of these two options was practical. During the discussion it was also noted that the 
greatest concern in this area was expressed by tax practitioners. 
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After discussion, it was concluded the most workable solution would be to carve out 
a narrow exception from the firm registration requirement. The working group 
began crafting its proposal by first identifying areas where no exc·eption was , 1 

posslole. It was determined that any time an individual physically enters California 
to practice public accountancy as an agent of a firm, that individual must be 
affiliated with a California-registered firm. It was also determined that any time a 
firm performs financial statement work, there is su·fficient consumer risk so that the 
firm must be registered with the Board. 

After further deliberation, the working group concluded that an exception from the 

firm registration requirement would be reasonable only in those instances in which 

the practitioner is preparing individual tax returns, does not physically enter 

California, does not solicit any California clients, and does not assert or imply that 

the individual or firm is licensed or registered to practice public accountancy in 

California. It was further concluded that, for consistency, it would also be· 

appropriate to provide an exception from the individual licensure and practice 

privilege requirements under the same circumstances. 


WorkinQJ group members noted that this approach would minimize the risk t0 

California consumers and would also address the needs ofthose consumers who· 

'h'aYerecentlY'Iilo\ied to California from another state and·wa't:lltl:~like·to continue" 

r~6eivir,.~rta:Xireturrrpreparation services from tne•same:p'l:~olic,~a'cciountin§} 

profes:sionals ttii:if1prepared 'trreir ta~ returns in pri0r'}iears. · ·· , 


Attached for consideration and action is draft statutory language to implement·this 

approach. 


Attachment 



Proposed Business and Professions Code Section 5054. 

(a) Notwithstanding any other provision of this chapter, an individual or firm holding a 
valid and current license, certificate, or permit to practice public accountancy from 
another state may prepare individual tax returns for natural persons who are California 
residents without obtaining a permit to practice public accountancy issued by the Board 
under this chapter or a practice privilege pursuant to Article 5.1 of this chapter provided 
that the individual or firm does not physically enter California to practice public 
accountancy pursuant to Section 5051, does not solicit California clients, and does not 
assert or imply that the individual or firm is licensed or registered to practice public 
accountancy in California. 

(b) The Board may, by regulation, limit the number of tax returns that may be prepared 
pursuant to subdivision (a). 
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