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DEPARTMENT OF CONSUMER AFFAIRS
CALIFORNIA BOARD OF ACCOUNTANCY

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

Call to Order.

FINAL

President Renata M. Sos called the méeting to order at 8:55 a.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 9:30 a.m. to deliberate and consider Agenda ltems
XI.B.-F. The Board reconvened into open session at 10:27 a.m. and

adjourned at 12:45 p.m.

Board Members May 20, 2005

Renata M. Sos, President 8:55a.m. to 12:45 p.m.
Ronald Blanc, Vice President 8:57 a.m. t0 12:45 p.m.
Sally Flowers, Secretary-Treasurer Absent

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

Donald Driftmier 8:55 a.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 8:55 a.m. to 12:45 p.m.
David Swartz 8:55 a.m. to 12:45 p.m.
Stuart Waldman 8:55 a.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 Consuitant, Senate Business, Professions & Economic
Development Committee

Kenneth Hansen, KPMG LLP

Richard Robinson, Big 4 Accounting Firms

Hal Schultz, California Society of Certified Public Accountants (CalCPA)

Jeannie Tindel, California Society of Certified Public Accountants (CalCPA)

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 ltem XII.B.)

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 CalCPA to
communicate to its members to assist the Board in determining the
seriousness of the issue.

8. 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 subrnit 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 VIIl.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 ltem
XI.B.)

Report on the May 19, 2005, Practice Privilege Task Force Meeting.

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.

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.

. 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 recornmend 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

13167



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 this 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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PRACTICE PRIVILEGE TASK FORCE
" MINUTES OF THE MEETING DRAFT
March 17, 2005

Sheraton Delfina
530 W. Pico Bivd.
Santa Monica, CA 90405

CALL TO ORDER

Gail Hillebrand, Chair, called the meeting of the Practice Privilege Task Force to order
at 8:36 a.m. and welcomed the paricipants. 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, Emst and Young LLP
Del Exeter, Society of California Accountants




P gy i

- Harish Khanna, Chair, Administrative Committee

" Richard Robinson, Richard Robinsen and Associates
Jeannie Tindel, California Society of Certified Public Accountants
Sarah Weber, Center for Public Interest Law

Board Members Observing
Richard Chamey

Donald Driftmier

Cliff Johnson

[. 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.

[l. 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 developed by staff based on previous Task Force discussions. She. -,
explained-that staff met to discuss the draft questions and prepare the answers -
provided to the Task Force (see Attachment 1),

Ms. Franz asked the Task Force members io review the questions and.answers and
provide comments. She explained that there were five various categories: General
Inguiries, Requirements for chmng Attest Reports, Servicing of Clients, Safe Harbor..
Provisions, and Firm Licensure in California. Ms. Franz added that she would, read

each question under each category and provide an opportunity for the Task Force..: -,
members to comment on the answer. -

Mr. Schultz suggested the second sentence in the answer to Question 4 under General. .,
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 submission -
of faxed Notification Forms will also be acceptable for practice privilege. Ms. Wong -
explained that the regulations would need to be updated to include that information as

s

well. B RPN IRE- RS

Ms. Sos suggested that the answer to Question 5 be more exphct in \aSSIS;\;,,g an
individual in locating the list of states that are currently deemed, substantially eguivalent
by the Board. She also added that the second bullet of the practice privilege:
requirements should include the full process that an individual must complete to be-
deemed substantially equivalent by CredentialNet.

Ms. Hillebrand suggested that the second bullet of Question 5 be edited to read “You
must hold a valid, current license, certificate, or permit to practfce public acoountancy
from another state and meet one of the following requirements.”



Ms. Sos suggested the following edits to the answer to Question 10:

e “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 conseguences, 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 “/ am
licensed in California and in Texas. My principal place of business is not in California.
Can | 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 requirerments 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 10 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.



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 — 5
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.that 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 is"through the individual holding a practice privilege.

Mr. Newington stated that staff struggled with these issues. The intent was to establish

a bright-line 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
perform the activities in subdivisions (a) - (f) of Section 5051 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 .1
sends in personnel who are not CPAs, which is allowed, who would the Board hold. O
accountable for the work other than the firm? He summed it up by stating that if a firm
practices public accountancy through its agent — either a licensed or unlicensed

individual — physically entering California or through servicing Califotnia clients, this is
practicing public accountancy as defined in Section 5051 and the firm needs to be
registered. He added that he understood that the answers would be controversial and
may make it difficult for small-firms to practice in-California due to the patiner or
shareho!der Ilcensure requwement ferflrm reglstratlon Cea

Ms. Htllebrand stated that the reason for the discussion is to remmd people tha‘c the firmsoe
requirements will still apply regardless of what the individual is doing under the practice..

privilege. Mr. Newingten agreed, and stated that staff will receive calls regarding the «;fjifi;
requirements for bethindividuals and firms 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 Califomnia, it will not be
economical for small firms to perform audits in California. For that reason, he stated he
thought there was good reason to take anether approach.. He -expressed the view that if
a firm is not coming into the state other than through an agent with a valid practice
privilege that the firm should-not be required to register. He explained 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.



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. Newington 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
guantify. 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



partner or shareholder? 3) Would such a firm-have the same limitations and restrictions*:’
as an individual practice privilege holder? She asked staff to look at the identified
issues and provide the pros and cons of pursuing :such a statutory change. Ms. 3
Hillebrand explained she wanted staff to explore whether it is possible to create a e
limited form of firm registration that'would be available to firms that have a practice e
privitege holder, and the potential negative consequences of doing so. This limited form i
of firm registration would be designed to permit the firm to practice public accountancy

in California in a manner similar to the practice privilege.holders.

Ms. Powell asked the Task Force to consider whether there would be anything that

would be taken away except for the individual's practice privilege in the event there was
any disciplinary action against the firm. Mr. Granen responded that he thought it would

be easy to craft a limited firm practice privilege that could be taken away in those
instances. S - <5
Ms. Franz asked whether the firms as well as the individual practice privilege holders -ico
would show up on the Web site. Ms. Hillebrand responded that this also needed to be

explored and to make sure that any limited firm practice privilege which might be .:fzfvz
considered would 'not cause more of:a problem then it solved. Ms. Hlllebrand further 2ok
stated she wanted this to be carefully thought out before developing any- =~ - *+ ~mvzro -

recommendation about going before the Legxslature again. o

Ms. Crocker asked the Task Force to sdentn‘y which problem they were attemptmg to
address: .

e Firms would be sending staff-to California and,:by doing se; create a situation in -,

which firms that are not regi stered in California would be practiorng pubhc accountmgk “

unlawfully; ok« - - e : e e s
e Firms would be sendmg unhcensed mdlwduals or md!\/lduais who do not

acknowledge they ‘are CPAs to avoid obtaining practice privileges:
Ms. Crocker also requested clarification from the Task Force whether staff should
proceed with the current development of the database and procedure development for
implementation ‘of practice privilege .although a major .polio‘y issue was-identified at the.
meeting. She explained that the -database forpractice privilege is.not currently bemg
built to include anything related to firm registration and asked whether staff shoulds '
proceed with the current development. :She explained that the time- frames are tlght S50
the effective date'is January:1, 2006. Ms. Hillebrand- responded that she didnot want:-
staff to pausein the lmplementatlon process while this policy issue is being researohed

Ms. Hillebrand stated that she believed 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 A
policy issues related to the firm registration to determine whether there is a solution that
creates fewer problems than it selves. .

agn
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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.

I1l. 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 itemns, 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 reflected 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.”

3

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. Wemer 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.



It was moved by Mr. Schultz, seconded by Mr. lino, and unanimously carried to ™ ...{"
approve the Information on the Board’s Web Site for Cahfornla Practice Pmnlege
with the changes noted.-above. : . Y

Ms. Franz asked the Task Force to determine whether hlstorrcal information related to - i,
practice-privilege holders should be included on the Web site. She added that'the

status on the Web site is the status as .of the;date the consumer visits the Board!is Web
site. However, a consumer could submit a request in writing for all"of the information :
regarding the individual’s license, including periods the license was delinquent or
whetherthere were any disciplinary actions taken against the:license. Ms. Sos stated

that a license is on-going whereas a practice privilege is for-one yeat. She provided a
scenario in which an individual:has.a practice privilege for one year, does not re-notify

the Board, and returns after two years. She asked whether the information remains in

the database. Ms. Franz stated tha’t this issue is before the Task Force for

consideration. il

After further discussion, it was moved by Ms. Sos, seconded by Mr. lino, and

unanimously carried that the information on the Board’s Web Site for California i

Practice Prwilege include historical mformatlon ~ L LM
e FIEY B SR SIOY DA, - L - e 6

V. Consndera’uon of Practlce an lege Commumcat ion and Outreach Plan

Ms. Crocker reported on ’the Commumcatron and Outreach Plan developed for the

implementation of California.Practice Privilege (Attachment 3). Ms. Sos suggested that

a very visualitem be included on-the Board s home page ef the, Web srte pertammg io

the Cain‘orma practrce privileges = o s AR ey e o

13\;,» *n:"*"";:r‘_s‘* et e - U R T e S
Ms. Hrllebrand suggested-that a lme l‘rem sheuld be added in the Cemmumcatlen and
Outreach Plan related to communications for any future policy issues-or changes, such-
as the firm reglstratron issue- rdentmed at thrs meet mg - . ,

Ms. Tindel suggested that the Commumcanon and Outreach Plan include a Ilne rtem to
encourage NASBA to develop a central registry for all states which CPAs nationwide

can visit for information regarding each state’s practice privilege requirements. She W
explained that licensees are finding it difficult to.determine the requirements for each 3
state and are having to-call the state-boards directly. Ms,-Grocker.agreed that the
Communication and Outreach Plan will include a line item to encourage: NASBA to -
provide information to CPAs nationwide about the requirements of the various states

with respect to practrce prrvrlege and a Itne \tem for any future pohcy Issues of: ohanges

It was then moved by Ms. Sos, secended by Ms. Flowers .and unammouslyf

carried to approve the Practice Privilege Communication and Outreach Plan as
indicated above. 3



V. Consideration of Draft Instructions 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 |
do not have an office in California other than through a firm that is registered in
California and of which | 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 “/f 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 Disgualifying
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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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. |t is
anticipated the following Q&As will be placed on the Board’s Web site in
accordance with the Communication and Qutreach 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 downioading
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 practtce prlvnege explres one year from the date of on- -line submtssmn or

ccccc

privilege is $1 00-and must be recewed by the Board within 30 days of Notification
Form submiission.

General Inquiries

Q: When will the California practice privilege provision go into effect?

A: The Callifornia practice privilege provision will become effective on January 1,
2008.

Q: Where can | find the statutes and regulatxons regardmg practice
pnw[ege’«’ o

A: Sectlons 5096 through 5096.11 @f the: Callforma Busmess and Professwns
Code (Accountancy Act) and Sections 26 through 35.1 of Title 16 of the
California Code of Regulations (Accountancy Regulations) will be:available ©n
the Board's Web site at www.dca.ca. gov,/cba or from the Practice annege Unit
at (916) 561 XXXX "

oy ay Q E P TR I S N

Q Where can l lacate z‘he‘ ract:ce prlwlege Nottf:cat:on‘

A The pract e. prvxlege Nofification.Form will avallable on ’th
site at www.dca.ca. gov,/cbak our Forms/Publlcahons Page or fr
Practice Privilege Unit at pracprivinfo @cba.ca.gov or from the Practlce
Privilege Unit at telephone (816) 561-XXXX.

Q; .How: -can Isubmtt the Notiﬁcat;on Form’ )

A: The practice privilege Notification Form WIH be avanabis on the Board’s Web
site at www.dca.ca.gov/cba on'the Forms/Publications Page. You will either
have the option of submitting the Notification:Form -on-line or downloading the
form from the Web si te for submtssson through the mall
Once the form is submlt‘ted on- lme ormailed, the practice pnvxlege expires-one
year from the submiission date. The fee requlred for a California practice

" privilegé i§ $100 and miistbe received by the Board within 30. days -of
Notification Form submission.

R
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5.

Q: What requirements must | fulfill for a practice privilege in California?

A: To be eligible for a California practice privilege:

1.

2.

Your principal place of business cannot be located in California.

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 5083 of the
California Accountancy Act (see Appendix 1 of the Notification Form). OR;
Possess education, examination, and experience gualifications that have been
determined by the Board to be substantially equivalent to the qualifications
under Section 5083 of the California Accountancy Act. 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.

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.

: 1am a CPA but am not licensed in a state that is deemed substantially

equivalent in Appendix 1 of the Notification Form. What options do i have
to qualify for a California practice privilege?

. 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;

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) CredentialNet.
CredentialNet will evaluate your licensure information and determine
equivalency. Information regarding CredentialNet 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 CredentialNet file number.
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7. Q:1am anout-of:state CPA who is applying for licensure in California. Do |
have practice rights in California as my application is being processed?

A: No, you do not have practice rights as a CPA in California.

In order to have practice rights while the Board is processing your California
licensure application, you will be required to submit the practice privilege
Notification Form as well as the $100 notification fee. The notification 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 there a limit to. the number of times Ican Submit
-the practice privilege Notification Form as opposed to applymg for I .,
California licensure? ‘ ‘

A: The statute and regulatlons pertammg to practice- prlvnege do not identify &
limitation to the number of times you can submlt the Notn‘lcahon Form for a
practice privilege. SotEe

9. Q:Canrl open a California officé and practlce full or part-t:me there under a
practice privilege? SR ATAI
A: No. Pursuant to Section 5096(e)(3) of the California Aocountancy Act a practlce
prlvnlege holder canno‘t prowde pUbllC accountancy servaoes tn Cahforma*from

state or in the chent s office.

10. Q What documentatlon must / prowde far a California practlce privilege?

A: You are not reqmred to. submlt d@cumentatnon Wth the praotxce privilege
Notification Form. However, the Board has the’ authority to reqtiest’
documentation from you and verify any of the. mformatlon you provnde on the
Notmoatlon Form. . L .

.11, @“T'am licensed'in Cahfarma andin Texas My prmclpal place of business is
not in California. -Can | practice public accountaricy in California under
practlce privilege and allow my California license to Iapse ?

A: Yes, you can allow your California CPA license t6 Iapse and prachce under the
practice privilege as long as you have a valid, current CPA license in another
state and meet all other requirements to obtain a California prac ice privilege.

oy
il
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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. ltis
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 ancther state
can be cause for discipline against your California license.

Requirements for Signing Attest Reports
Q: What experience must | fuliill before | 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 5085 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 opirions on full disclosure
financial statements.

Q: What documentation must | 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 1o request
documentation from you and verify any of the information you have submitted on
the Notification Form, including whether you have fulfilied the attest experience
requirement to sign an attest report in California prior to the issuance of the
practice privilege.

Servicing of Clients

Q: I'm a CPA in another state and do not plan to be in California. Through the
mail, | 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 o 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.
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Q: I'm a CPA in another state. ‘One.of my clients retired and moved to ar
- California. Do I need a practice privilege to contlnue to prepare that
client's tax return? .

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 thatfalls
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 requnrements and obtain the
application. “ : : ; -

Q: I will be perfarmmg work in California on an audit engagement on a
contract basis for another CPA who is a sole proprietor and is not licensed
in Callfornla ‘Who will need to be licensed or obtaln a practlce prlwlege’?

A: The non-California CPA responsible for the audit would need to-obtain:a .
California practice privilege or California CPA license. |f
individual hold out (identify yourself) asa CPA w .
audit, you also would need to obtain a California practlce pnwlege or"Cahfornla
CPA" ||cense

Q:.l.ama Utah CPA who prepares state tax returns filed wrth the Cal:fornla
y Franchise Tax Board for my Utah resident clients. Do | need a practice
prlwlege after December 31, 20057

A: No. However, you would need to obtain a California practice privilege or obtain
a California CPA license to practice public accountancy as defined in Section

... 5051 of the, Cahforma Acoountancy Act if you intend to serV| lilents who -
A . st w

Q: If I need to conduct part of my audlt work in Callforma for a cllent .
principally based In Florida, do I need to secure a practice prlwlege under
‘the new requrrements’?

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

- |f the audit report will be issued under.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.gov/cba to review the firm registration requirements and.obtain the

application.
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6.  Q: My client’s primary business operation is located in California. However,

their administrative office is located in Washington. | 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 wouid 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.

Q: | am an out-of-state CPA who performs peer reviews for California
accountancy firms. Would | 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
Q: When am | 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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Firth Licensuiré‘in California - Rt W e

Qi Tiverkfor a"CPA firm that is: llcensed in the State of Maryland We have an
oOpportunity to do audit work in California.  We would be.sending one CPA
to California té perform ‘the audit work for.one week. The audit report will
be issued in Maryland under the firm name. Does the CPA who.is.coming

.fo Ca!:fprma need a practice privilege? What type of license does the firm
.‘,«need'»’

A: Yes, notice is required to commence practlce of pubhc accountancy in Callfornla.
In orderto practice public accoun‘tancy as defined in Section 5051 of the
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
obtam Caln‘ornla prachce pn\nlege or obtam a Cahforma CPA hcense

b ~ : e
In addition, the ﬂrm would need to be reglstered WIth the Cahforma Board of
Acoountancy You can visit the Board’s Web site at www.dca.ca.gov/cba to
review the firm regxstratlon requxrements and obtam the applica’uon

g

Posa
%3
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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.

- . - - - - - L] - - - - -

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.
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Below is information for Task Force consideration specific to information- refiected
on the Board's Web site for indi viduals who submit Notification Forms for the
California practloe pnwlege

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 Item 3 on the Noetification Form).
License Number:from-State of Licensure: . .. ... ‘
Contact Information for State of Licensure.

. @ * » * » L ] * & * o

» Practice ‘Privilege Unigue identifier-
It is anticipated the Practice Privilege Database will | «ssue a. umque 1dentn°|er to
individuals who submit notification for California practice privilege. Once issued,
the unique identifier will remain the same each time the individual. submits.a new

Notification Form.

» Practice Privilege Status ’
An explanation of the proposed status and definition is proyided.| below for
consideration and approval. The proposed definition Ianguage below is s:mllar to
the language currently used for the Web License Lookup.. (Attachmént 3.)

CLEAR - reflected for individuals who submit their Notiﬁcatioh?éfﬁw either
hardcopy or on-line without any disqualifying conditions, so long as the $100 fee is
received within 30 days of submission.

Definition for Web site: The prac‘nce privilege is current and valid. The practace
privilege holder can engage in the” practice of pubhc accountancy i California’ prior
to the practice privilege expiration date.,,

B [N
4

ety .
R St Pegat
RLANUR

»  Attest Authorltv Requested
This information is currently reflected on ‘the Board’s Web site for individuals who
are licensed in California. It is proposed that this field also be available for practice
privilege holders and be populated with either a “Y” or “N” based on fiow the item
is completed by the practice privilege holder on the Notification Form. This
information will assist consumers in determining the types of serVices thé practice
privilege holder can perform in California on their behaif.
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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 atiest 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.
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Outstandmg lssue ‘
“"‘Lookup feature regardmg practlce pnvniege include historical

information for each practice privilége grantéd? For instance, will past: dlsmplme be
available on-line? Will the Web site provide information mdlcatmg what prior years

each mdxwdual held a pracnoe privilege?

This issue must be dec;lded bef@re the Board's lnformatlon Technology staff can
begin development of the Prac’nce Privilege.Database.

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

Attachments




_icense Holders : ATTACHMEN! |

CALIFORNIA BOARD OF ACCOUNTANCY

T -~usee Name: AMY KATHLEEN SMITH

L. .se 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
ODOWD FRANKLIN & RABANAL LLP

City: NAPA

State: CA

Zip: 94559

County: NAPA

Disciplinary Actions: No
No records returned

Disclaimer

All information provided by the Department of Consumer Affairs on this web page, and on its other web pages and
internet sites, is made available to provide immediate access for the convenience of interested persons. While the

7 rtment believes the information to be reliable, human or mechanical error remains a possibility, as does delay in
the osting or updating of information. Therefore, the Department makes no guarantee as to the accuracy,
completeness, timeliness, currency, or correct sequencing of the information. Neither the Department, nor any of the
sources of the information, shall be responsible for any errors or omissions, or for the use or results obtained from
the use of this information. Other specific cautionary notices may be included on other web pages maintained 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 California Departinent of Consumer
Affairs' Disclaimer Information and Use Inforination.
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Temporary Licensee List

AL T ALTIIvICIY S

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

B M-Z

Licensee's Name

State of
Licensure

License No.

s

Contact information for
State of Licensure

Lo

Abdeimegied, Mohamed

Colorado

21368

Colorado State Board of Accountancy
1560 Broadway Suite 1340

Denver, CO 80202

Phone: 303-854-7800 Fax: 303-884-7802
Web: www.dora.state.co.us/accouniants

Albero, Joseph M.

New York

068673

New York State Board for Public Accountangy
State Education Department

Division of Proiessional Licensing Services

88 Washington Avenue, 2nd Fi. East Mezzanine
Albany, NY 12234-1000

Phone: 518-474-3817 ext. 160 Fax: 518-474-6375
Web: www.op.nysed.gov/cpa.htm

Aleskovsky, Michael

Texas

076251

Texas State Board of Public Accountancy
333 Guadalupe, Tower lil, Suite 800
Austin, TX 78701-3800

Phone: 512-305-7800 Fax: 512-305-7854
Web: www.{sbpa,state.tx.us

Anzai, Ronald A.

Hawali

2914

Hawaii Board of Public Accountancy

Department of Commerce & Consumer Affairs

P.O. Box 3489 335 Merchant Street {86813)

Honoluiw, H! 96801-3488

Phone: BOB-586-2696 Fax: 80B-586-2689

Web: www. hawail.gov/dcca/pvl/areas_accountancy.html

Baer, David R.

Oklahoma

80

Oklahoma Accountancy Board

4545 Lincoln Blivd., Suite 165

Oklahoma City, OK 73105-3413

Phone; 405-521-2397 * Fax: 405-521-3118
Web: www.oab.stale.ok.us

Bakker, Christie J.

Washington

18036

Washington State Board of Accountancy
P.O. Box 8131

Olympia, WA 88507-3131

Phone: 360-753-2585 Fax: 360-684-2180
Web: www.cpaboard.wa.gov

Baliard, Gienn C.

Georgia

019203

Georgia State Board of Accountancy

237 Coliseurn Drive

Macon, GA 31217-3858

Phone: 478-207-1400 Fax: 478-207-1410
Web: www.sos state.ga.us/plb/accountancy/

Banks, James W.

[T Uy 5 DL PR N PPN DOIPTE AN

7368

Virginia Board of Accountancy

3600 West Broad Street Suite 378
Richmond, VA 23230-4816

Phone: B04-367-8505 Fax: B04-367-2174

170700 <K
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What's
"Ew Tabl Li c s/ Contact F i Links/
R Csﬁtz:ts Lgsl?s: nggig?niss ?Ss ¢ Fublti);::z?ons UPDATE Resz:ufces
About the Board
Roard Calendar  covos i o Web License Status Lookup e g o
To begin a new search choose:
Of importance to the
MER - .
CONSU individual Licenses
Of importance to the ) or )
LICENSEE Licensed Firms
or
Of Importance to Dut-of-State Licensees
FIRMS with temporary California Practice Rights
Of importance to the
CPA EXAM
Applicant . v .
Web License Status Lookup Information
otmporenceotne  VVNEN you search for a license status and locate a licensee, you will
LICENSING see the following information listed:
Applicant
Licensee / Firm Name
Accountancy Act fLi
and Regulations T.y pe ot License
License Number
FAQs Status

Experience Completed
Expiration Date

i Issue Date
HOME 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 fo California Code of Regulations, Title 16, Article 1,
Section 3 - Notification of Change of Address and the California
Public Records Act.

B o R

STATUS CODE Definitions

CANCELED A license is canceled if not renewed within five years
foliowing its expiration date. A licensee with a
canceled license may reapply as a new applicant and
meet the current requirements for approval. Upon
approval, a new CPA license number is issued.

wim-/anww dea.ca.gov/cba/lookup.htm ' 3/1/2005
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CLEAR™

-alifornia Board of Accountancy - Web License Lookup

The Iicense is current and vaiid. The licensee can:

restrictions from a dlscmlmary action. Please contact
the Board for further information.

CLEAR, PROBATION

Thé&licénse & current.and ‘valid. The licensee can
|- engage.in the prac‘nce of public accountancy priorto

| the Board for further information.

the license expiration 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

DECEASED

| Licensee is deceased.

| DELINQUENT

- | date,

A license is delinquent if not renewed by its expiration -

| DELINQUENT, PROBATION.

:zﬁ\ licehse is dehnquent |f not rehewéd: by'its expirati on..

date. Additionally, the licehsee has been di isciplined:””
and may have part of the disciplinary order (for
example, revocation or suspenelon) stayed with
specific terms and conditions. Please contact the =~
Board for further ’nfé‘nmation

| DENIED

The-license is demed pursuant to Section 17520 of -
the Family Code, Any questlons should be dlrec’ted to
the Family Suppor‘f Unlt a’c (916) 323-0884.

INACTIVE

' o‘f public accountancy.

An inactive licenseis current; however, the licensee is
not required to meet the continuing education
requirements and they may not engage in the practice

INACTIVE, PROBATION =

T Aninactive hcense is current; however the licensee is
i[-requirements and they may.not engage in the practice

| been disciplined and may: have part of the

not required to meet the conti inuing education
‘of public accountancy. Add allyu the. I}censee has
e disciplinary
order (for example, revocatmn or susgens ion) stayed
‘with specific terms and conditions. Pléase contact the
Board for further information. .

RENEWAL IN PROCESS

1 being processed. Please contact the Board for further
««f dnformation..

A renewal appiication has been submittéd and is

RETIRED

| The licensee is retired and may not engage in the
{ practice of public accountancy.

Hecmemer Amn nn rncrlrhalanknn htm

Page 2 of 4
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REVOKED The individual, partnership, or corporation is no ionger
licensed as a result of a disciplinary action.

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
g conditions be met should the former licensee ever
choose to reapply for licensure.

! SUSPENDED / 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 ali other

| accounting services and may also participate in attest engagements.

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

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 aisc participate in attest engagements.

NOTE: The Experience Completed field is left blank on tﬁe 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.

g 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

http://www.dca.ca.gov/cba/lookup.htm 3/1/2005
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the licensee for up-to-date information on the continuing education the licensee has ..
completed. . __

: For more mformat;on on questlons to ask, S
see: Selectxngga Certlﬁed Publlc Accountant or Pubhc Accountant.

NOTE: To n@turq;tonyour cur'fqnt‘ é@é}f@hi pleasé click your browser's BACK button.

L e
b

_ To'begin a riéw search choose: - : S,

Individiial Licenses
or
Licensed Firms
. or ‘ |
Out-of-State Licensees '
with temporary California Practice Rights !

The enforcement actions provid.eci‘ on this Web site cc'ﬁ‘h“téin the following: -

nsées for which accusatnons have been ﬂled and are: pend.mg

o Names, of liceng
possible enforcement'

-

@ W‘Summ‘ar es of demsmns since Jufy 1, 1993 for hcenses reveked 'surrendered or
~ placed on long-term probatlon (beyond 3yedrs);:and - S

@ _Summaries for all other enforoement actions within, theipast Seven years.
For more. mformat;on or details of earlier enforcement actions, or rnformatlon regardmg
poss;ble citations and fings, please contact the CALIFORNIA B@ARD OF
ACCOUNTANCY by mail, e- mall ‘telephone or FAX as hsted below::

T

)» Eﬁkmall'ﬂenfar
‘ “Télephone: (916) 5641729 %
FAX: (916) 263-3673

mentmfo@cba ca gov

| California Board of Accountancy”

{ 2000 Evérgréen Street, Suite 250
Sacramento, CA 95815-3832
Attn: Enforcement Division

Please report problems encounfered viewing this information or address
any questions concerning this materfal o pagemaster@cba.ca.gov.

Page Last Updated: February 16, 2005

http://www.dca.ca.gov/cba/lookup.htm



State of California California Board of Accountancy

, Department of Consumer Afairs 2000 Evergreen Street, Suite 250
: Attachment 3 Sacramento, CA 95815-3832
Memorandum
Practice Privilege Task Force Agenda ltem IV. Board Agenda ltem VIL.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 : Mary Gale
Communicgtions and 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 wrch 18, 2005
PRACTICE PRIVILEGE COMMUNICATION AND OUTREACH PLAN
TASKS/TIMELINES/RESOURCES/STATUS
TASK TIMELINE RESOURCES STATUS
Wirite, print and issue a special mailing that includes information about R. Sos/M. Gale/
Practice Privilege to Licensees (individuals and firms) and Interested January A. Wong/T. Dobson Completed
Parties. 2005
Print and mail Information in UPDATE No. 57 (President’'s Message) R. Sos/M. Gale/ Completed
including Regulation Notice. March 2005 | A. Wong/T. Dobson | 2/24/05
Post UPDATE with Regulation Notice on Web Site. Feb-March | M. Gale/T. Dobson/ | Completed
* 2005 H. Hansen
Prepare Frequently Asked Questions (FAQs) with introductory narrative/
Provide for Mailout for March 2005 Task Force and Board Meetings. March 2005 | L. Walker Completed
Post FAQs & introductory narrative on Web Site after approval by Board.
(subject to final regulations) March 2005 | M. Gale/H. Hansen in Process
Hold Regulation Hearing at May 2005 Board Mesting. May — July | A. Wong In Process
Re-Notice Regulation Language as Necessary. 2005
When Regulation is approved, initiate concentrated outreach:
» Write, produce, and print special mailing to all licensees (Individuals L. Walker/
and Firms), interested parties, State Boards of Accountancy, NASBA, July— M. Gale/
AICPA, Societies (all states and jurisdictions), Legislature, Persons on August C. Esquivel
Board-Mailout List and other designated parties or individuals. 2005 T. Dobson
» In special mailings to State Boards and Societies, request that they H. Hansen

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.




TASK TIMELINE RESOURCES STATUS
‘Notify NASBA of CBA’s intention to enlist the services of NASBA's
CredentialNet as necessary to enable Practice-Privilege for eligible March—May | L. Walker
* llcensees 2005
' Establish dedicated e}naii box }‘Qp’inquirjesmelated to Practice. Privilege March—May | L. Walker/ In Process
‘(pracpnvmfo@cba ca iv) 2005 D. Hansen
; ” wl : ' March-
Develop and Test Interactnve Practlce annlege Notn‘;catvon Form. November | D. Hansen.
S b om 2005 In Process
'Develop and ‘test database to'intérface W’ith"van’dcaﬁturé‘in‘fﬁrmation from March- In.Process
)lnteractive Practice Privilege Notification Form. December | D. Hansen
: FLE s Tr T Ap e et o, .
: Wnte and develop informatlonai Booklet to accompany Interactive Practice | September | L. Walker
Privilege Notification Eorm: - —COctober In Process
SR ' S 2005
A I v B ;. R )
- Rollout Interactlve Prac’uce F’nwlege Netlﬁcatlon Form on Web sute January 1,
2006 D. Hansen
' Post Informational Booklet:on: Web-site/Create Link to Interactive December M. Gale/
, [}lgtiﬁigaﬁon Form. 2005 H. Hansen
Ciothe ot
T s SETEary




State of California _— .
_ California Board of Accountancy
Department of Consumer Affairs Attachment 4 2000 Evergreen Street, Suite 250

Sacramento, CA 95815-3832

Memorandum

To

From

Subject :

Practice Privilege TF Agendg liem V. Board Agenda ltem VILF.6
March 17, 2005 March 18, 2005
Practice Privilege Task Force Members Date : March 9, 2005

Board Members
Telephone : (918) 561-1740
Facsimile : (916) 263-3676
E-mail . pfranz@cba.ca.gov

Patti L. Franz
Licensing Manag

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.

| 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 ARNULLF SUHWARLZENEG K, GOVernor

: Steol CALIFORNIA BOARD OF ACCOUNTANCY
Cattoma 2000 EVERGREEN STREET, SUITE 250
Depattmert SACRAMENTO, CA 95815-3832
Consumer TELEPHONE: (916) 263-3680
\fairs FACSIMILE: (916) 263-3675

WER ADDRESS: hiip:fiwww.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 Priviiege
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 (816) 561-XXXX.

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/cha 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: If.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:

« Holid 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

e Possess education, examination, and experience qualifications that have been determined
by the CBA to be substantially equivalent to the gquaiifications under Section 5093 of the
California Accountancy Act. The Board will accept individual qualification evaluations of
substantial equivalency completed by the National Association of State Boards of
Accountancy’s (NASBA) CredentialNet. Information regarding CredentialNet 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 submissicn or, if submitted by
mail, the postmark date on the envelope.



Notification Fee: You are required to submit the $100 practice 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 shouid be made payable to the
California Board of Accountancy :

i o @ . ¢ .
(SRS - T T . . <,

Where to Mail the Fee: The fee, aiong with the Board- prowded remlttance form should be
mailed to the Cahforma Boardof Accountancy, 2000 Evergreen Street Suite 250 Sacramento, T
CA., 95815- 3832 L '

incomplete Forrh-s: You are required-to previde all information requested in the form. An
incomplete or improperly completed Notification Form will delay your obtaining a practice
privilege or result in the Ioss 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-notify 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, Section 33.

Campletlng Your Callforma Practlce Prlwlege Notlflcatlon Form

Contact Informatlon :

Please provide all of the contact information requested on the Notmcatlon Form The contact
information asterigsked below will be public information available on the Board's Web License
Lookup. However, your telephone number, fax number, e-mail address, blr‘chdate and Social
Security Number will not be made available to the.public, e .

*Name: Pleaserprovide the name you.have used:with the state of licensure identified in Item 3 "
of the Notification Form. Ce Y

Prior Name(s) Please prowde any prlor name(s) you may have used WIth the state of llcensure
identified in Jtem 3 of the Notlﬂoatlon Form D o =
Address of Principal Place of Businéss ‘(‘méi'iling'éddfess) Please providé your address of
principal place of busmess in the state you |dent|f|ed in ttem 3 of the Nofgtflcation Form.
*Address of Record Your Principal Place of Business address will'be Used as your address of
record unless otherwxse mdicated Your address of - record WII\ be avanabie on the Board s Web
License Lookup b

Telephone Number: Please provide a daytime business telephong number,
Fax Number: Piéasé provide a ddytime fax number.

Business E-mail: Please provide an e-mail address in this space only if you would like to

receive commumcaﬂons from the Board via e-mail in lieu of mail through: the U. S. Postal Service©
to your address of récord. In certain circumstances, the Board will continug to use your address
of record for its communications.

Date of Birth: Self-explanatory.



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

Qualification Reguirements
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 ah application for California CPA licensure and would iike 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) CredentialNet. Please
provide your CredentialNet file number in the space provided;

OR

c. Please check this box if you have continually practiced pubiic 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.

8. 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-expianatory.

8. Self-explanatory.



9. Self-explanatory.
10. Self-explanatory.

11, Self-explanatory.
foappar e b

12, Self-explanatory.

Reqguirements for Signing Attest Reports

You may not sign an attest report uinder a practice privilege unless you have 500 hours:of -
qualifying experience in attest services in accordance with Section 5096.5 of the California
Business and Professions Code. For these purposes, qualifying experience is thatwhich: has
enabled you to demonstrate an understanding of the requirements of planning and conducting
an audit with minimum supervrsron which results in opinions on fuil disclosure financial
statements.

Please select either “Y”.or “N". If you select “N", you cannot sign attest reports under this .
practice prlvrlege and that information will be reflected on the Board's Web License -Lookup.

Disqualifying Condrtmns

If you check “Y" to any of the disqualifying conditions on the Notification Form, you are not
automatically authorized 4o practice public accountancy in California.unless you are so notified .
by the Board. : e o

You must mail the required documentation requested below to the attlent[gn: of the Pract‘oe |
Privilege Unit for review. The Board will accept copies of original documents. It is suggested

you retain copigs for your recor' S ',,submrt a practlc"‘prr\{l "’ge ' "otrflcatlon fForm

you will Bé required to repért the” qul Ilfyr , ndltlon(s) o B & T e
Please allow two to four weeks for review once all of the required documents are recei ved Yoi:
will be notified in wrtrng of the’ outcome of the Board review. . - - " amEein, N

A: Convictions: In addition to completing Attachment X, you are required to provide copies of thé
following: a) Criminal Complaint or Indictment, b) Plea and Judgment and c) Probatron Report.

B: Discipline: In addition to completing Attachment X, you are requxred to provi de a copy of the
charging. document (Citation, Accusation; ete.),,and the conclusion, document (Decision,
Stlpu!atlon Board or. Agency Order etc. )

C: Sub;ect to an mvestrqatron 1
provide a copy of the Notice of investrgatrbn rece ved from the agency invoR V'S .
own written Summary of Issues or Work Under Investigation, and a Summary 6f Investigativa™ ™
Actions that have ocourred (Depesrtrons Hearings, etc.).,

e " ot

D: Unresolved admmrstratlve susoensron or unpaid fine: You are réquired to provrde a writteh
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 been 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 CPA/PA license?; Self-explanatory.

In addition to the state of licensure identified in ltem 3, | 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.
| 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

r—

‘0

AR Sect CALIFORNIA BOARD OF ACCOUNTANCY
%“mh ot 2000 EVERGREEN STREET, SUITE 250
SACRAMENTGQ, CA 95815-3832
Practice Privilege TF Agenda ltem V. TELEPHONE: (918) 263-3680 Board Agenda ltem VIILE.B.

fairs  Merch 17, 2005 FACSIMILE: {916) 263-3675 March 18, 2005
vveg ADDRESS: http:/iwww.dca.ca.govicha

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

Name: ‘ Prior Name(s):

Firm Name:

Address of Principal Place of
Business {mailing address):

Address of Record
(if different than address above):

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

QUALIFICATION REQUIREMENTS:
| state as follows:

1, (1  1am anindividual.

2. My principal place of business is not in California, and | do not have an office in California

other than through a firm that is registered in California and of which | am an empioyee; OR

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

I I R I

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

License Date License
State: Number: Issued: Expiration Date:

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

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

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

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




| have met the continuing education requirements and any exam requirements for the
state of licensure identified in Iten 3 above.*

and agree to the following:

7. [ Tocomplywith theslaws.of the State of Cali
"(Busi ness arid Professions Cede Sec‘u 0l
http./fnww.tica. ca.govicha/acnt: act; hfm)e 2| )
hitp://www.dca.ca.gov/cba/regs:hitm). ", Y& W3 3, 4, e

8. ] To the personal and subject matter jurisdiction of the CBA including, but not limited to, the ¢4

following: .

a. To suspend or revoke, without prior notice or hearing and in the sole discretion of the .s¥i 1, 3
CBA or its representatives, the privilege to practice public accounting;

b. To impose discipline for any violation of the California Accountancy Act or regulatzons o
thereunder and recover costs for investigation and prosecution; and

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

9. ] To respond fully and completely to all inquiries by the CBA relating to my California practlce«u;;,,,: o
privilege, including after the expiration of this privilege:. . e el L)

10. [ To the authority of the CBA to verify the aceuracy and truthfulness of the information -
provided in this nofification. | consent to the release of all information- relevant to the CB/ﬁf g7 B
inquiries now or in the future by: T S S TR W
a. Contacting other state agencies; |
b. Contacting the SEC, PCAOB or any other federal agency before which | am authonzed
to practice; and
e Contactmg NASBA

11. , i the evént that any of the nfermatlon in. this ne’nce ohanges to p
nofice of any such change,\ w;thln 30 days of its occurrence. o

12. [ To concurrently submtthe fee of $1OO 00.

t e

Al - . s v . s . L
AR ¥ ot - .

REQUIREMENTS FOR SIGNING ATTEST REPORTS

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

DISQUALIFYING CONDITIONS:
Please check any of‘the ltems below that apply For any ;z‘ems checked "yes” i m {A) .

ARDR DA

: you must

{ G)g

l have been conwc’ced of a cnme other than a mlner trafﬁc xoia’t

Y

O O. ..

Y N B. I have had a lcense regxstratxon permlt or authorlty to practice .a profession

] Ol surrendered, denied; suspendéd, revoked, or otherwise disciplined: or sanctioned except

for the following occurrences: - s

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

(2) the revocation .of a license or other. authorlty fo prac’tlce pubhc accountancy, other
than the license ‘upon which the practice prlvalege is based solely betause of
failure to complete contmumg educatlon orfallure io renew

2



Y N C. | am currently the subject of an investigation, inquiry or proceeding by or before a state,

] ] federal, or local court or agency (including the PCAOB) involving my professional
conduct.

Y N D | have an unresolved administrative suspension or an unpaid fine related to a prior

O California practice privilege.

Y N E | did not respond to a request for information from the CBA related toc a prior practice

- O privilege.

Y N F | have been notified by the CBA that prior Board approval is required before practice

O O under a new practice privilege may commence.

Y N G I have had a judgment or arbitration award against me involving my professional conduct

N in the amount of $30,000 or greater.

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

When does it expire?

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

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

State: License Number: Other Authority:

State: License Number: Other Authority:

4n answer of "no” to any of the following statements does not disqualify you from a California practice
privifege.

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

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

The state of licensure identified in Item 3 requires CE in fraud detection. [ | Yes ] No
if yes, | have fulfilled this requirement. ] Yes ] No

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

Signature: ‘ Date:

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

1. If you checkéd "yes” to any of items A —'G finder disqualifying condifioris, pléase provide explanatory:
details: -

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

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

determine wh"‘ her you quallfy for practlce" 71vﬂeges in‘California. Seations: SOSGithrough 5095 of the-Business and-Professions -
Code authorize the collection of this information:Failureto provide any-pfihe reguired,information is grounds for rejectlon ofthe
form as being incompiete. information provided may be transferred to the Department of Justice, a District Aﬁorneyf 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 1788.24. Each
individual has the right to review his or her file, except as otherwise provided by the Information Practices Act. The Executive
Officer of the California Board of Accountancy is responsible for maintaining the information in this form, and may be contacted
at 2000 Evergreen Street, Suite 250, Sacramento, CA 95815, telephone number (918) 263-3680 regarding questions about this
notice or access to records.
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State of California
Department of Consumer Affairs

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

Memorandum

To

From

Subject :

Practice Privilece Agenda ltem 1. Board Agenda ltem VIILE.3.
May 19, 2005 May 20, 2005
Practice Privilege Task Force Members Date : May 10, 2005

Board Members
. Telephone : (916) 561-1740
s Facsimile : (916) 263-3676

7‘3‘7” E-malil . pfranz@cba.ca.gov

Patt L. Franz ;
Licensing Manager

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 upocn 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 1 for
Task Force and Board member consideration and action (Attachment 3). ltis
anticipated that Appendix 1 will accompany the instructions to the Practice Privilege
Notification Form.

Qutstanding 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.

| 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 Professions Code Section 5086, the Board accepts individual qualification
evaluations of substantial equivalency by the National Association of State Boards of
Accountancy’s (NASBA'’s) CredentialNet. Prior to seeking a practice privilege under this
paragraph, an individual shall apply to NASBA's CredentialNet, pay the required fee,
and obtain the required substantial equivalency determination. The individual shall
report the NASBA file number on the Notification Form submitted pursuant to Section 28
" and shall authorize the Board to review the NASBA file upon request; or

(c) Have continually practiced public accountancy as a Certified Public Accountant
under a current, valid license issued by any state for four of the last ten years.
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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
8:40 a.m. and welcomed the participants. Ms. Sos noted that a quorum of the Board
(eight members of the Board) was not present at this meeting.

Present:

Renata Sos, Chair
Sally Flowers

Gail Hillebrand
Thomas lino

Harold Schuliz

lan Thomas (Absent)

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Patti Franz, Licensing Manager

Michael Granen, Deputy Attorney General

Aronna Granick, 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, Emnst and Young LLP




......

,'{:,,,Hansh Kahnna, Administrative Committee Chair

“Richard 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 Driftmier

Olga Martinez

|. 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.

Il. Update on Status of Practice Privilege Legislation.

Ms. Sos reported that SB 1543 (Figueroa), the legislation containing the practlce
perIIege provnsmns ‘was on the Governor's desk. She noted'that the votes.on the bill::
both in’ the Assembly ahd the Senate weré dloser than éxpected and many Republlcans
voted “no,” however she believed the practice privilege provisiohs were not the sourcé -
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. «

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

A. Presentation by Diane Rubin of NASBA.

Ms. Sos welcomed Ms. Rubin. Ms Sos then indicated she would liké the Task Force to
consider Agenda ltems Ill and |V together. In her introductory remarks. Ms. Sos noted-~
that the Nat onal Assocnat;on of State Boards of Acodunﬁanac- ’(’NASBA} Iready makes

o, i
&

"on_, e&ﬂam,’ and

(UAA) e

Ms. Sos noted that the practice privilege statutes give the Board the a f-horlty, subject to
its own continuous oversight and monitoring, to accept determinatiohs made by ‘entities
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- discussion are
the same factors that guided the development of the practice privilégé proposal: first’
and foremost to protect California’s consumers; second to avoid unnecessary workload
for staff and, for example by using resources that are already availdble! and-also to
promote uniformity across states and make the movement of qualified individiials -
across borders as seamless as possible.




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 o 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 commiittee 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.



Ms. Rubin then explained that when making a determination of an individual's

substantial equivalency, NASBA's CredentialNet conducts a very thorough review whichi
includes reviewing college traniscripts and verifying expéfience. She noted that T
CredentlaINet tailors its servroes to the needs of a pamcular lndlwdual

Ms. Rubln concluded her remarks ‘by mdlca’zmg she- beheved NASBA was doing a very , 4
thorough job and that its services facilitated cross-b@rder*practlce whxle atthe same ..

time providing excellent consumer protection::. AP . Y

B. Discussion. S Ee o Q;M
Ms. Flowers asked for more information regarding CredentialNet. Ms Sos clarlfled that ¥
CredentialNet would be used by CPAs from non-substantially equivalent states who d@;,y
not qualify for practice privileges under the *four of ten” rule. It is anticipated that there.yn
will not be many CPAs in this group. The CPA would provide CredentialNet with
documehts establishing his or her proféssional credentials and would pay the $100 fee.s
CredentialNet’s review would take approximately six to eight weeks. After being . “
deemed substantially equivalent by CrednetialNet, the CPA would make this assertion;a‘?
under penalty of perjury, by checking the appropriate box on the practice privilege . .
notification form. Ms. Rubin added that CrednetialNet is the only. entlty providing thls
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 substantial equivalency. Ms. Rubin indicated that this

would bé decided by the National: Appraisal Qualifications Services Board.. Ms. Rubm
also mdlcated |t would take tlme for: l’[ to become part of the cumculum\at celleges

e T S R

; k&

Ms. Sos indicated that ’the question for the Task Force is, glven that ethlcs are
embedded in the professional standards and many states have some kind of ethics
requirement, will\California consumers be put at risk if CPAs from-other states.are:
permitted to practice here without meeting California’s requirements. Ms. Rubin
indicated she did not beliévé 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 practice privilege is putting his or:herhome state license at risk. He
noted that at a recent NASBA meeting every state d@ppeared to:have a different ethies
requirenient, iowévar all 'states indicated ethics is a-focus: He encouraged the- Board, ’to»
view the ethics réquirements established by other state boards-as valid: ‘He further -
suggested that enfoicing a speon‘lc California requirement’ would have little incremental
benefit and cou!d lmpede pracnce across borders ‘ : ,
Ms. Sos thanked Ms. Rubin for her mpu’c and indicated that the questton before the Task
Force is whether thée Board should accept states on NASBA'’s list as substantially
equivalent for the purpose of permitting practice privileges. : The second 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



substantially equivalent by CredentialNet. 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 CredentialNet consider
ethics requirements in making its determinations. Ms. Sos indicated that the Board
could inform CrednetialNet that ethics is a priority and request that CredentialNet'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 ltem 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 Iltem 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 probiem 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 CONSUMER AFFARS P
CALIFORNIA BOARD OF ACCOUNTANCY e
FINAL e

MINUTES OF THE "
: September 10, 2004 L
w.. - BOARDMEETING | @

The Hyatt Regency Hotel
1209 L Street
Sacramento, CA 95815.
Telephone: (916) 443-1234.
Facsimile: (916) 321-3099

[ CaH to Order

Presndent fan B. Thomas Called the meetlng to order at 8 35 g m qn Fnday,
September 10, 2004, at the Hyatt Regency Hotel in Sacramen{o and
“imfediately-convened into clesed session to consider Agenda, ttems X A~
The Board reconvened into open session at10:10'a.m. The Board
“feconvened into closed session at, 11:55 a.m., broke Jor Iunch at 1 2:06 p.m.,
and reconvened at 1.30 p.m. The Board ad;oumed at 3 35 p.m.

Board Members . September. 10, 2004
lan B. Thomas,President

- Renata Sos; Vice Rresident pe
St ”’"rt»'Waidman Secretary Treasuren e

" 'Roriald Blanc
Richard Charnsy - -
Ruben-Davila .

Donald Driftmier : : 8 35 am, to 3: 35 p.m..
Charles Drott - 8:35.a.m. o 3: 35 p.m.
-Sally A. Flowers 8. 35 ‘a.m. to. 3 35 p.m..
- Sara Heintz - 8 85 am. to 3 35 P
Gail Hillebrand 8:35 a.m. to 3:35 p"‘ m,
Thomas lino 8:35 a.m. to 3:35 p.m.
Clifton Johnson 8:35 a.m. to 3:35 p.m,
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The minutes of the July 15, 2004, Practice Priviege Task Force
meeting were adopted on the Consent Agenda. (See Agenda ltem
X1.B.)

. Report on the September 9, 2004, Practice Priviiege 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 Felimeth and Mr. Robinson.

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

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

Ms. Sos reported that there are three ways for an individual to
qualify for a practice privilege: qualify under the “4 of 10" rule, hold a
license in a “substantially equivalent” jurisdiction, or be deemed
“substantially equivalent” as an individual, for example through a
review by CredentialNet. Ms. Sos noted that the Iegislation gives
the Board the authority to determine what “substantially equivalient”
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 equivalency 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 Commitiee
is recommending to the full NASBA Board of Directors that the 150-
hour education requirement in the UAA have an ethics component.
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NASBA is also exploring 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 unanimously carried to accept NASBA's
designation of states as substantlally eqmvalenf while
continuing to monitor and add or subtract states as necessary.
The motion also.included accepting NASBA’s CredentialNet
certification of individuals :as substantrally equjvalent with the

-flexibility to reject-or deny mdrvnduals if the Board determines
that they are not substantially equrvalent

. 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- Substantlally Equivalent States.

See Agenda{tem \/lll F.4.

. Consideration of Whether There Should be a “Safe Harbor Pefiod
for Providing Notiﬁcation {o the Board.

Ms: Sos reported that the prac‘nce privi tege commences upon valid
:nétification. However, issues came up as, to whether. there should
~be:a period-of time after -practice: begms,rand
¢ould still ‘be submitted to:the Board wthout pe
indicated that:the -Board wants to encourage comphance
notification:but: also wants to ensure.that no consumer harm could
oceur.

P
e D

It was moved by Mr. Blanc, seconded. by“Ms‘ Fibwers’ and
“carried that notice is due on or before commencmg to practlce
but there will be no penalty.if the notice is given within five

busmess days of commencmg practlce This ,regulatron will

reason for the iate notifi catron The form will also require the
date of notification and the date the practice privilege’
commenced.: This information will be used to. assess. whether
‘the “safe harbor” period should be contmued -mo \n‘led or
eliminated after the two-year transition perlod If a notlce is
submitted:after the five-business day “safe harbor” perlod a
fine will be imposed. The amount of the fine and the process
for imposing it would be the subject of further staff review and

recommendatlon

12504



Appendix 1

Substantially Equivalent States

Attachment 3

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
ldaho
IHlinois*
Indiana
lowa*
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*
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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 aiready
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 exception was
possible. It was determinéd 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 sufficient 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 i¢ 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
pnvﬂege requwements under the same circumstances.

Working group members noted that this approach would minimize the riskto -
California consumers and would also address the needs of those consumers who
‘have recently moved to California from anottier state and wolildlike to continue -
reteiving tax retufti’ preparation services fror the ‘same public: accountlng
professmnals tha’[ prepared lthetrtax returns in prioiyears.

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

Atftachment
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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, cértificate, 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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