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I. Call to Order. 

President Donald Driftmier called the meeting to order at 2:00 p.m. on 
Thursday, November 20, 2008, at the Westin LAX Hotel and the Board 
heard Agenda Items VI.A.- D. and V.B.- C. The meeting adjourned at 
4:52 p.m. Mr. Driftmier reconvened the meeting to order at 8:32 a.m. on 
Friday, November 21, 2008, and the Board and Administrative Law Judge 
(ALJ) Daniel Juarez heard Agenda Item XI I.A. The Board convened into 
closed session at 9:07a.m. to deliberate Agenda Item XI I.A. The meeting 
reconvened into open session at 9:20a.m., and the Board and ALJ Daniel 
Juarez heard Agenda Item XII.B. The Board again convened into closed 
session at 9:46a.m. to deliberate Agenda Item XII.B. and also to consider 
Agenda Items XII.C-F. The meeting reconvened into open session at 
10:30 a.m. and adjourned at 2:27 p.m. 

Board Members November 20, 2008 

Donald Driftmier, President 2:00 p.m. to 4:52p.m. 
Robert Petersen, Vice President 2:00p.m. to 4:52p.m. 
Rudy Bermudez, Secretary-Treasurer 2:00 p.m. to 4:52p.m. 
Sally Anderson 2:00 p.m. to 4:52p.m. 
Angela Chi 2:00 p.m. to 4:52p.m. 
Herschel Elkins 2:00p.m. to 4:52p.m. 
Lorraine Hariton 2:00 p.m. to 4:52 p.m. 
Louise Kirkbride Absent 
Leslie LaManna 2:00 p.m. to 4:52 p.m. 
Bill MacAioney 2:40 p.m. to 4:52 p.m. 
Marshal Oldman 2:00 p.m. to 4:52 p.m. 
Manuel Ramirez 2:00p.m. to 4:52p.m. 
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David Swartz 2:00p.m. to 4:52p.m. 
Lenora Taylor 2:00 p.m. to 4:52 p.m. 
Stuart Waldman Absent 

Board Members November 21, 2008 

Donald Driftmier, President 8:32a.m. to 2:27p.m. 
Robert Petersen, Vice President 8:32a.m. to 2:27p.m. 
Rudy Bermudez, Secretary-Treasurer 10:40 a.m. to 2:27p.m. 
Sally Anderson 8:32a.m. to 2:27p.m. 
Angela Chi 8:32a.m. to 2:27p.m. 
Herschel Elkins 8:32a.m. to 2:27p.m. 
Lorraine Hariton 8:32a.m. to 2:27p.m. 
Louise Kirkbride 8:32a.m. to 2:27p.m. 
Leslie LaManna 8:32a.m. to 2:27p.m. 
Bill MacAioney 8:32a.m. to 2:27p.m. 
Marshal Oldman 8:32a.m. to 2:27p.m. 
Manuel Ramirez 8:32a.m. to 2:27p.m. 
David Swartz 8:32a.m. to 2:27p.m. 
Lenora Taylor 8:32a.m. to 2:27p.m. 
Stuart Waldman 8:32 a.m. to 2:27 p.m. 

Staff and Legal Counsel 

Marisa Becerra-Garcia, Executive Analyst 
Patti Bowers, Executive Officer 
Gary Duke, Legal Counsel, Department of Consumer Affairs 
Dominic Franzella, Renewal Coordinator 
Scott Harris, Deputy Attorney General, Department of Justice 
Lauren Hersh, Information and Planning Officer 
Kris McCutchen, Licensing Manager 
Gregory Newington, Chief, Enforcement Division 
Deanne Pearce, Licensing Manager 
Dan Rich, Assistant Executive Officer 
Theresa Siepert, Manager, Administrative Division 
Matthew Stanley, Legislative/Regulation Analyst 
Liza Walker, Practice Privilege Coordinator 

Committee Chairs and Members 

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

Other Participants 

Bruce Allan, California Society of Certified Public Accountants (CaiCPA) 
Ken Bishop, National Association of State Boards of Accountancy (NASBA) 
Mike Duffy, Ernst &Young, LLP 
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Bowers to proceed with the "zero-based" approach and that the 
Board should await the results. 

Mr. Stanley stated that language can be drafted by the Legislative 
Counsel by January 2009, and the Board may wish to hold onto 
the draft language through the end of February 2009, leaving the 
option open to entertain further discussion at the January 2009 
Board meeting. 

See Agenda Item IX.D.3.e. for action on this item. 

d. Elimination of Pathway 1. 

Mr. Stanley presented three options related to the elimination of 
Pathway 1 for licensure (see Attachment 13). The first option 
would be to introduce the study bill language. The second would 

· be to not sponsor legislation, but to have the Board re-examine all 
of its policy decisions. The third option would be to not pursue 
legislation at this time. 

The Legislative Committee recommended that the Board adopt 
Option 3 as recommended by staff. 

See Agenda Item IX.D.3.e. for action on this item. 

e. Mobility. 

Mr. Stanley presented draft statutory language to implement 
mobility in California. He also presented alternative language that 
would create a study bill to allow an outside entity to examine the 
topic of mobility and report its findings and recommendations to 
the Legislature. He also outlined three options. The first option 
would be to introduce the study bill language. The second would 
be to not sponsor legislation, but to have the Board re-examine all 
of its policy decisions. The third option would be to not pursue 
legislation at this time. 

The Legislative Committee recommended that the Board adopt 
Option 3 to not pursue legislation at this time. 

It was moved by Ms. Hariton, seconded by Mr. Elkins, and 
carried with two abstentions to approve the Legislative 
Committee's recommendations, as well as direct Ms. Bowers 
to collaborate with DCA to determine an appropriate avenue 
to work with labor unions in order to highlight the issue·s 
surrounding the ICPA salary increase legislation and to 
garner support for this legislation. Ms. Kirkbride and Ms. 
Hariton abstained from this vote. 
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State of California California Board of Accountancy 
Department of Consumer Affairs 2000 Evergreen Street, Suite 250 

Sacramento, CA 95815-3832 
Memorandum 

Board Agenda Item XIII.D. 
November 20-21, 2008 

To 	 Board Members Date November 12, 2008 

Telephone {916) 561-1754 
Facsimile (916) 263-3672 
E-mail 	 : lwalker@cba.ca.gov 

From 	 Liza Walker, C~~ 
Practice Privilege Unit 

Subject: 	 Further Discussion of Cross-Border Practice 

Attached for consideration is the background paper related to cross-border practice 
in California. The issue of cross-border practice was placed on the agenda for 
deliberation at this meeting based on direction by the Board at the September 2008 
meeting. During the discussion at that meeting, Board members identified a 
number of bills they wanted to support in the upcoming legislative cycle, including 
cross-border practice in California. 

·At the Board retreat in October, staff presented a document titled Legislation and 
the Legislative Process (See Attachment 1) related to the legislative process and 
the Board's role. During the discussion members discussed the strategic move of 
possibly postponing Board action related to submission of statutory language 
pertaining to cross-border practice to remove a potential obstacle impeding success 
of the Board's Peer Review legislation that will be introduced in the 2009 legislative 
cycle. 

Under Board Agenda Item IX.D.3.e at its meeting on November 20, 2008, the 
Legislative Committee will be discussing whether to pursue cross-border legislation 
at this time. Staff have presented the Legislative Committee with the following 
three options for deliberation: 

Option 1 -Sponsor legislation using the proposed study bill language knowing that 
such language will become more specific and detailed with the help of legislative 
staff. 

Option 2- Do not pursue legislation at this time, but take some time to deliberate 
past policy decisions made with regard to this issue. 

Option 3- Do not pursue legislation at this time. Take this issue off of the agenda 
until such time as the Board believes the timing is right to pursue appropriate 
legislation. 
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Staff's recommendation to the Legislative Committee is to recommend that the 
Board adopt either Option 1 or Option 3. 

Although it is recognized the Board may postpone action related to cross-border 
practice at this time, the background material in this paper is presented in a manner 
that would assist n'ewer members should the Board decide to presently consider a 
transition from California Practice Privilege to cross-border practice. 

I will be available at the meeting to answer any questions related to this agenda 
item. 

Attachment 



BACKGROUND PAPER 


FURTHER DISCUSSION OF CROSS-BORDER PRACTICE 


Introduction 

In 2007 and early 2008, the CPC and California Board of Accountancy (Board) 
deliberated on issues related to cross-border practice, which resulted in the introduction 
of Assembly Bill (AB) 2473 (See Attachment 2). As reported at the May 2008 Board 
meeting, AB 2473 was removed from the legislative calendar in the Assembly Business 
and Professions Committee by the bill's authors. 

Provided below is background information related to actions that led to the discussion of 
cross-border practice in California during 2007 and 2008. Included in the paper is 
background information to assist new members in deliberations as the Board further 
considers a transition from California Practice Privilege and limited temporary and 
incidental practice to cross-border practice in California. 

Background 

Prior to implementation of the California Practice Privilege provisions, out-of-state 
licensees were allowed to temporarily practice public accountancy in California without 
notifying the Board, provided the practice was incident to his or her regular practice in 
another state. This practice was deemed "temporary and incidental." The term was 
subject to various interpretations throughout the nation's accounting profession, and it 
was believed the option was used more broadly in California than the Board intended, 
as it was unclear what was meant by "incident" to the CPA's regular practice, and 
practitioners interpreted the meaning of the provision in their own way. This broad 
interpretation, combined with the fact that practitioners were not required to notify the 
Board of their "temporary and incidental" practice, led to a significant concern regarding 
the Board's ability to protect California consumers who use the services of practitioners 
not licensed or registered by the Board. 

Effective January 1, 2006, the Practice Privilege provisions were implemented in 
California and notification of practice of public accountancy in California by an out-of­
state licensee was required pursuant to Sections 5096 through 5096.15 of the California 
Accountancy Act and Sections 26 through 35.1 of the California Board of Accountancy 
Regulations (See Attachment 3). 

Implementation of Practice Privilege 

The UM Task Force (later the Practice Privilege Task Force) met for the first time on 
December 17, 2003. The Task Force was established to consider cross-border issues 
related to the Sarbanes-Oxley Act requirement for audit partner rotation and finding 
from a United States General Accounting Office study that smaller firms were having 
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difficulties competing .with larger, firms when h~ving to comply vyith <Jiffer~nt licensing 
requirements from state-to-state. 

The initial objectives of the Task Force were to: 

• 	 Review and evaluate relevant information on current practices in California and on 
states' implementation of substantial equivalency; and 

• 	 Develop recommendations to the Board regarding whether and how substantial 
equivalency can be implemented in California consistent with the Board's mission of 
protecting.the public welfare. 

At its meeting on May 14, 2004, the Board adopted statutory language to eliminate 
temporaryi and 'irYcidental practice in California, and added Sections 5096 through 
5096.11 to the Accountancy Act, the Practice Privilege statutes. This language was 
presented to the Legislature in Senate Bill (SB) 1543 (Figueroa), which was signed by 
the Governor on September 29, 2004. The signing of SB 1543 amended SectiQr!§ E)O,qO 
and 5088 of the California Accountancy Act. The Practice Privilege statutes"authofize ' 
an individual whose principal place of business is not in Califbrnia; and who h~s c;!;V;C:l):i,d 
and current license, certificate, or permit to practice public accountancy fr.om another 
state to engage in the practice of public accountancy in California once notification is, 
received, 

Throw@ho:ut 2005 and 2006, the Tas,k Force and Board deHberated on,sever.al policy 
issues that resulted in legislation subseqwent to the enactment of SB 1543. 

Senate Bi/1229- PrEictice Privilege Tax Return Exemption 

Following the March 2005 Task Fo~ce meeting; a working group was established to 
develop a proposal for an approach to address issuance of reports under the name of 
non-registered firms as the practice privilege is issued to an individual, not the firm. At 
the May 5, 2005, Board meeting, statutory language was adopted to include a narrow 
exception to the California Practice Privilege requirements and the California firm 
registration requirements for preparation of tax returns for natural persons and state tax 
returns,for persons who were 0lients at the time of the client's death. On October 7, 
2005, the Governor signed SB 229 into law and Section 5054 was added to the 
California Accountancy Act (See Attachment 4). Section 5054, Exception for Certain 
Tax Preparers, authorizes a licensed accountant from another,state to prepare 
individual or estate tax returns without obtaining a California Practice Privilege provided: 

• 	 The individual or firm does not physically enter California to practice public 
accountancy pursuant to Section 5051 of the California Accm.mtancy Act. 

• 	 The individual or firm does not solicit California clients. 
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• 	 The individual or firm does not assert or imply that the individual or firm is licensed or 
registered to practice public accountancy in California. 

Assembly Bill 1868- Reinstatement of Temporarv/lncidental Practice- Allowance of 
Firm Issuance ofReports without California Licensure 

During the months following the implementation of California Practice Privilege, there 
were a number of unintended consequences that arose from the implementation of the 
practice privilege provisions the fact that an individual can hold a practice privilege but 
an out-of-state firm still has to be registered to practice in California; incidental and 
temporary practice by out-of-state accountants; and incidental and temporary practice 
by accountants practicing in other countries. 

At its February 2006 meeting, the Board approved proposed language to reinstate 
temporary/incidental practice under Section 5050 of the California Accountancy Act, 
Practice Without Permit, Temporary Practice, to permit a person who has a foreign 
authorization to practice public accountancy in California incident to an engagement in 
that country, provided the person is working under the accounting and auditing 
standards of that country, and not holding out as being licensed. The proposed 
language also provided for temporary and incidental practice by CPAs, PAs, and 
accountancy firms lawfully practicing in another state provided the individual or firm did 
not solicit clients or assert or imply that they are licensed or registered to practice in 
California. The reinstatement of the temporary and incidental statute addressed 
unintended consequences with the implementation of practice privilege and provided 
practitioners a means of practicing in California lawfully without notification as long as 
the temporary practice is inc.ident to practice in another state. 

Assembly Bill (AS) 1868 (Bermudez), which amended Sections 5050 and 5134 and 
added Sections 5035.3, 5050.2, 5096.12, 5096.13, 5096.14, and 5096.15 of the 
Business and Professions Code, was signed by the Governor on September 25, 2006.­
The highlights of these sections are as follows: 

• 	 Allows a practice privilege holder to practice in California and sign in the name of his 
or her firm without having to register the firm with the Board. 

• 	 Permits out-of-state CPAs, PAs, and public accounting firms to temporarily practice 
in California incident to practice in another state provided that the individual or out­
of-state firm does not solicit California clients, does not assert or imply that the 
practitioner or firm is licensed or registered to practice public accountancy in 
California, and does not engage in the development, implementation, or marketing to 
California consumers of any abusive tax avoidance transactions. 

' 
• 	 Permits foreign accountants to engage in temporary and incidental practice related 

to engagements in the foreign country, regulated by the foreign country, and 
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performed under the accounting or auditing standards of that country provided the 
accountant does not hold out as a holder of a California license or Practice Privilege. 

• 	 Affirms the Board's disciplinary authority over any indiviG!Ual or firm performing any 
act which is the practice of public accountancy in California. 

• 	 Provides for a reduced fee for practice privilege holders who do not sign .attest 
reports. 

• 	 Requires that the "safe harbor" period for late practice privilege notification remain in 
effect until December 31, 2010. 

Provided below are the current requirements for an out-of-state licensee to practice 
public accountancy in this state under the California Practice Privilege .. 

Current Practice Privilege Requirements 

To be eligible for California Practice Privilege, an out-of-state licensee must meet one. of 
the following requirements: 

• 	 Possess a valid and active license, certificate, or permit from a state deemed by the 
Board as substantially equivalent. OR 

• 	 Possess individual education, exE:rmination, and experience qualifications tha-t have 
been determined by the Board to be suBstantially equivalent. OR 

• 	 Have continually practiced public accountancy as a CPA under a current, valid 
license issued by any state for four of the last 10 years. 

In order to practice under the current Practice Privilege in California, out-of ..state 
licensees are required to submit the Board's Notification Form, which is available for 
submission on-line or via hardcopy: Practice rights under the California Practice 
Privilege are automatic upon submission of the Nbtification Form, uriless prior Board 
approval is required. The fee for California Practice Privilege is due within 30 days of 
submission of the Notification Form. The privilege is valid for a maximum of one year 
from the date of submission of the form,·at which time the holder can either let the 
privilege expire or resubmit a new Notification Form. 

An out-of-state licensee may not practice under a California Practice Privilege without 
prior approval of the Board if the individual has, or acquires at any time during the term 
of the California Practice Privilege, a disqualifying condition. Examples of disqualifying 
conditions are as follows: 

• 	 Conviction of a crime other than a minor traffic violation. 
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• 	 The revocation, suspension, denial, surrender, placement on probationary status, or 
other sanctioned or limited license or other authority to practice a profession issued 
by a state, federal, or local agency or court or the Public Company Accounting 
Oversight Board (PCAOB) except for the following occurrences: 

o 	 An action by a state board of accountancy in which the only sanction was a 
requirement that the individual complete specified continuing education 
courses. 

o 	 The revocation of a license solely because of the failure to complete 
continuing education or failure to renew. 

• 	 Pendency of any investigation, inquiry, or proceeding by or before a state, federal, or 
local court or agency (including the PCAOB) involving professional conduct. 

• 	 Failure to respond to the satisfaction of the Board to a request for information from 
the Board regarding a matter related to a current or prior California Practice 
Privilege. 

• 	 Any judgment or arbitration award in an amount greater that $30,000 entered 
against him or her in a civil matter involving the professional conduct of the 
individual. 

An out-of-state licensee must report to the Board any disqualifying conditions. The 
Board reviews the reported information and.notifies the individual in writing of its 
decision regarding the issuance of the practice privilege. 

An out-of-state licensee can obtain the California Practice Privilege either with the 
authorization to sign attest reports or without that authorization. To sign an attest report 
under the California Practice Privilege, the holder must have completed a minimum of 
500 hours of experience in attest services as required of California licensure applicants 
requesting licensure with the attest authority. 

A practice privilege holder is not required to provide any supporting documentation at 
the time the Notification Form is submitted. However, the Board has the authority to 
request documentation from the out-of-state licensee and verify any ofthe .information 
that was provided on the Notification Form, including whether the attest experience 
requirement has been fulfilled. 

Under the practice privilege provisions, the Board is authorized to take immediate action 
against anyone who runs afoul of the notification requirements or applicable laws: 
specifically, the Board may suspend, without notice or hearing, an individual's practice 
privilege pursuant to Section 5096.4 ofthe California Accountancy Act, Administrative 
Suspension of a Practice Privilege. 

Since inception of the California Practice Privilege on January 1, 2006, staff have 
processed approximately 3,100 Notification Forms annually. This number includes new 
Practice Privilege holders and holders who resubmit after the expiration of the one-year 
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period of the prior practice'privilege. Further, with the implementation of the audit 
process in April 2008, 13 individuals· have:been suspended due to issues uncovered 
during the audit. The audit process also. revealed an additional 44 practice privilege 
holders who requested the a:l:Jthority.to sign attest reports in California without fulfilling 
the experience requirement, :Which may result in the Board taking action against these 
holders. 

Provided below is a synopsis of the actions to date taken by the Board regartling cross-
border practice in California. · 

Cross-Border Practice in California 

At the March 22-23, 2007, Board meeting, representatives of the National Association of 
State Boards of Accountancy (NASBA) and the .American Institute of C~rti;fied P4191ic 
Accountant (AICPA) made a presentation to the Board regarding the need to.eas.e , 
cross-border practice. The presentation covered proposed revisions to the LJRiform 
Accountancy Act (UAA) intended to increase the uniformity of states' laws underpinning 
cross-border practice. Points made during the presentation in favor of cros.s-bor-der 
practice regarding the no notice/no fee/no escape concept included: 

• 	 Consumers want access to service and access to their preferred providers of service. 
CPAs need access to their clients and clients need access to their CPAs, wherever, 
they reside. 

• 	 Notification is not the key factor in protecting the public and requiring notification 
penal.izes the compliant CPA, not the non-compliant CPA. 

• 	 New provisions in the UAA provide strong language and support for the enforcement 
of regulations and laws. 

• 	 "Mobility" is defined as the ability for CPAs to cross state lines in order to serve 
clients without the impediments of numerous requirements for notice, reciprocal 
licensing, and other processes and procedures. 

• 	 Mobility provisions are important because lack of uniformity between jurisdictions is 
creating problems for licensees attempting to work outside of their home state. 

• 	 Under the UAA, CPAs from substantially equivalent states or who individually meet 
the substantial equivalency requirements would be able to enter and practice in the 
visited state without notification or fee. · 

Discussions regarding the implementation of cross-border practice in California were 
continued at the May 2007 meetings of the CPC and the Board. The CPC placed on its 
July 2007 agenda consideration of whether California law should be modified to · 
!r1corporate the "no notice/no fee/no escape" approach similar to the UAA. Based upon 
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recommendation from the CPC, the Board adopted the following policy decisions 
regarding cross-border practice in California: 

• 	 Elimination of the requirement for notification and the fee associated with California 
Practice Privilege, but only permit a practitioner to perform the same services he or 
she is legally authorized to perform in his or her state of principal place of business. 

• 	 Elimination of the temporary/incidental practice provision from the California 
Accountancy Act for United States practitioners. 

• 	 Provide an alternative form of firm registration for firms performing audits of entities 
with a home office in California. The alternative firm registration would require that 
one partner or shareholder who qualifies for practice privilege provide the Board with 
his/her name, state of principal place of business, license number, and the identifying 
information about the firm currently required for the firm to practice through a practice 
privilege holder. 

AB 2473 (Niello) was introduced on February 21, 2008. Statutory language was 

adopted by the Board at the March 2008 meeting and incorporated into the bill. AS 

2473 was scheduled for hearing on April 9, 2008; however, due to the controversy 

surrounding the concept, the hearing was cancelled at the request of the author. 


As indicated previously in this memo, staff was directed by the Board to place cross­

border practice on the agenda for this meeting. 


Options for Consideration 

Provided below are options provided by staff for Board consideration: 

Option 1a- Retain the current California Practice Privilege provisions. 

Issues for consideration in support of retaining the current California Practice Privilege 

provisions: 


• 	 The lack of "front-end checks" was identified during deliberations as a major issue as 
there was no resource for consumers to verify licensure status or disciplinary history 
of a licensee through many state board Web sites. 

• 	 According to a NASBA press release dated September 17, 2008 (See Attachment 
5), presently there are only 18 of the 55 jurisdictions participating in the Accountancy 
Licensee Database (ALD). Another nine jurisdictions have committed to participate 
in the near future, including California. The purpose of the ALD is to provide a 
source of current license information for boards and consumers, facilitate 
communication among boards, aid in the boards' enforcement efforts and facllitate 
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substantial equivalency. While NASBA is encouraging 100 percent participation, to 
date only half of the jurisdictions are participating or have committed to participate. 

In addition, according to ALD Task Force Member Patti .Bowers, the task force has 
elected to roll-out ALD iri two'phases. The first phase of .th.e project will provide state 
board access only. During the second !Dhase of the· project the task fdrce will 
investigate providing accessibility for other government agencies and public access. 
Dates have not yet been establishe·d for either phase. 

• 	 The Board will be required to demonstrate to the Department of Consumer Affairs 
(DCA) that mobility does not compromise the Board's mission of consumer 
protection. In a letter dated February 6, 2008 (See Attachment 6), Carrie Lopez, 
Director of DCA, officially opposed AB 2473 due to the concern that "removing the 
notification requiremer~t for out-of-state licensees ... could encourage unqualified 
individuals to practice as CPAs in California and lead to a decline in cons.umer 
protection," 

Option 1b 

Modify the current Practice Privilege Program. 


Another option the Board may wish to consider is modifying the current Practice 
Privilege Program requirements. One such modification may be to require notification 
but eliminate the required fee. The Board should keep in mind that modificatiGns.to the 
current requirements will likely require a statutory change~ 

Option 2a 
Pursue cross-border practice in California as adopted by the Board at the March 
2008 Board meeting. 

The Board may consider swbrnitting legislation for this upcoming legislative cycle 
utilizing the statutory language included in AB 2473, excluding the section of language 
related to the elimination of Pathway 1. 

Option 2b 
Amend the statutory language by revisiting the policy decisions adopted by the 
Board. 

In a letter dated January 10, 2008, Senator Don Perata, President pro Tempore, 
requested that theBoard provide various items (report, legal analysis; etc.) to address. 
and resolve concerns. related to the elimination of the current notificaUon process and 
possible consumer protection related issues tied to the "no notioe/no fee/no escape" 
concept (See Attachment 7). The Board may wish to revisit the Board-adopted policy 
issues related to cross-border, which are provided on the bottom of page six and the top 
of page 7. 
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Staff Recommendation 

Staff is recommending that the Board postpone submitting statutory language related to 
mobility and adopt Option 1 a. 

In order to be more effective in the legislative process, staff is recommending that the 
Board not sponsor legislation that may negatively affect the peer review bill. As 
explained by staff at the October retreat, unpopular legislation may have a negative 
effect upon other bills introduced during the same legislative cycle. Mobility, as 
submitted by the Board earlier this year, was considered unpopular legislation. 

Staff's recommendation is also based upon the fact that the California Practice Privilege 
Program was only implemented in January 1, 2006 and that presently there is no 
evidence that demonstrates the program is ·flawed and needs to be modified. However, 
if the Board chooses to adopt Option 1 b, staff can place an item on the January 2009 
CPC agenda to provide possible modifications to the current California Practice 
Privilege Program for Committee discussion and deliberation. 

Finally, until such time as the ALD or some other resource is available to provide 
consumers' access to licensure and disciplinary information for the licensee they intend 
to hire to handle their financial needs, the Board should not revisit elimination of the 
notification process currently required under California Practice Privilege. 
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Legislation and the Legislative Process 

Review of Prooosed Leaisiation 

At its meeting of September 19, 2008, the Board determined that it would consider pursuing six pieces of 
legislation in the coming legislative year. The following is a brief synopsis of those proposals. 

Ethics Continuing Education 
It has been determined that this proposal, to require an Ethics CE course every two years, can be done 
through the regulatory process and will not require legislation. This proposa' has been removed from future 
discussions of legislation. 

Mandatory Peer Review 
This legislation will provide an implementation date for a mandatory peer review requirement In addition, 
significant modifications are proposed to B&P Code§ 5076, specifically to define. peer review and participation 
requirements, and to include an enforcement component. Finally, the legislation would also include two 
additional statutes: 5076.1, establishing a peer review oversight committee and 5076.2, establishing budgetary 
authority to implement the peer review requirement. 

JCPA Series Salary Adjustment 
This legislation would convert the existing 20% recruitment and retention pay to a 20% salary scale adjustment 
to be included as compensation for calculation of retirement benefits for the classifications of Investigative 
Certified Public Accountant, Supervising Investigative Certified Public Accountant, and Chief, Accountancy 
Enforcement Program. 

Restatements 
This proposal would remove the restatement reporting requirement in Business & Professions Code§ 5063. 

Mobility 
Eliminates the practice priviiege provisions, and implements statutes enabling cross-border practice. 

Elimination of Pathway 1 
This would repeal §5092 of the Business & Professions Code to eliminate Pathway I (conferred baccalaureate 
degree) as an option for licensure. 

Steo-bv-Steo Throuah the Legislative Process 

The legislative process is designed so that a bill may be fully vetted before it becomes law. Typically, a bill 
must pass seven votes and be signed before it can become Jaw. Even after that, it is still subject to judicial 
review. Attachment I gives a detailed examination of the steps of the 1egislatlve process_ 

Considerations for Soonsorino a Leaisiative Aoenda 

VVhen putting together a legislative agenda, there are several factors that must be considered. The following is 
a discussion of the major factors the Board will face as it cons!ders sponsoring legisla·tion. 



DCA Involvement 
Th~ Department of Consumer Affairs {DCA) can be a valuable ally in the legislative process. It can help both 
by assuring the approved language is clear and accomplishes th·e desired result and by influencing the political 
arena,as well, When DCA makes a recommendation it is ·called an "approved positior:<'. That ~pp'rc)val comes 
from the Governor. DCA makes its recommendation to him, and then he either approves its positioo or not. 
Without his approval, DCA cannot take a position as it is a department of the executive branch. therefore, it 
very important to have DCA recommend that the Governor support the proposed bill. 

Participation is Required . . 
As was discussed in Attachment 1, Board members have a significant role·to play in the advancement of the 
Board's legislative agenda. Eight trips to Sacramento is a serious commitment. That number only increases 
with the number of bills being sponsored. While Board members may choose to divide the trips amohgst 
themselves, it should be kept in mind that specialization by one or two members in each area leads to 
pro'ficiency by the time a bill reaches its conclusion. 

Boar·d members also have connections that they should call upon. Every member has some form of 

relationship with their appointing authority. At the appropriate time, Board members need to contact'these 

people personally and exp~ess the views ,of the Board to them. 


Board members, Qualifications Committee members, and Administrative Committee members also are 

constituents of a legislative district. Memt:Jers should personally write a letter of support for each piece of 

legislation and mail or fax it.to their own Assembly Member and Senator. In addition, these members have 

friends and associates in their.places of business whom they should ask to write letters of support to their 

individual legislators as well. As the timing of these letters can be important, staff is willing to prompt members 

by email at the appropric;1te times sho.uld the Board so request. 


Beware of Interactions . 

Some bills do not do well when introduced with other bills. Ms. Bowers was told by one of the consultants she 

met with about peer review that the Board needs to carefully consider what it introduces next year. He 

cautioned_,t~a~ certain unpopular bills.carFbe "radioactive;" in other words killing good bills 'as they r.iead to tht. 

own demise due to their extreme unpqpularity. A good bill can easily die due to its assoCiation, real·or· : 

perceived, whh a "radioactive'; bill. While this maybe· unfair, it is, unfortunately, how the Legislafure operates at 

times. 


Be ·willing to Compromise 
Throughout the legislative process, various cbmmittees and legislators will attempt to amend bills. The Board 
needs to be aware that the bill introdu.ced is almost never the bill signed by the Governor. 

In addition, while the Board may sponsor a given bifl, it is not the aUthor. Frequently, the author will defet to 
the sponsor of a bill when deciding whether or not to accept an amendment. However, that is not always the 
case. If an author takes an amendment that tl1e Board does not like, it has three options. 

The "first option is to accept the amendment for what it is. It may not be exactly what the Board would like, but 
it is something it can adjust to. · 

The second option is to ask the author to attempt to amend the bill back to an acceptable form. This: can be 
very tricky. Once an author accepts an amendment from the committee or another member, the spirit of that 
amendment must be maintained or the author is seen by fellow legislators as going back bn the.ir word. This is 
certain death for the bill. Therefore, in amending the bill again to make it more palatable, the author still must 
maintain the spirit of the original amendment If that spirit is entirely unacceptable to the Board, there is only 
one remaining option. 

The final option is to remove sponsorship of the bill. The Board has no power to stop the author from going 
forward with the bill if they so choose, but it is not required to continue its sponsorship. It can even issue a 
letter of opposition if it gets that bad. 



Prioritize 
Sponsoring legislation is a large undertaking. It requires a significant amount of time and effort from Board 
members, committee members and staff in order to be effective. That time and effort is multiplied fo: every bill 
that is sponsored. 

It should kept in mind that bills that are not pursued in this legislative year can be pursued at a later time. 
The Board wiiJ be asked to prioritize its needs for the coming legislative year. 

Some Bills JustDie 
In the end, it must be reaiizeci that despite members' and staff's best efforts, sometimes bills die. They may be 
unpopular to an important committee chair, they may be too expensive; they may get caught in legislative 
maneuvering; but sometimes, bi.lls just die. · 

Last session (a two year cycle), 4865 bills were introduced in the Legislature. Of those, only 1771 (36%) made 
it through the entire process to the Governor's desk. Even then, the Governor vetoed 548 of those 1771 
(31 %). Of the original4865 bills that were introduced, only 1223 were signed into law (25%). 

Conclusion 

There are no guarante.es in the legislative process, bL,It there are good ways to advance an agenda and there 
are ways-th·atcrre nota-s-good·. By·pa:rticipating in the process, being aware of how some bills can affect 
others, being willing to compromise and to prioritize;_ the Board will be able to steer ·its legislative agenda down 
the proper path. 

Attachment 



Attachment 2 

AMENDED lN ASSEMBLY APRIL 1, 2008 

CALIFORNIA LEGISLATURE-2007-08 REGULAR SESSION 

ASSE:MBLY BILL No. 2473 

Introduced by Assembly 1\1embers Niello and Ma 

February 21,2008 

_.A..n act to amend Sections 5035.3, 5050, 5050.2, 5088, 5096, 5096.2, 
5096.3, 5096.4, 5096.6, 5096.7, 5096.10, 5096.12, 5109, 5116.6, and 
5134 of, to amend and repeal Section 5092 of, to repeal Sections 5054, 
5096.1, 5096.5, 5096.11, 5096.14, and 5096.15 of, and to repeal and 
add Section Sections 5096.1 and 5096.13 of, the Business and 
Professions Code, relating to accountancy. 

LEGISLATIVE COUNSEL'S DIGEST 

AB 2473, as amended, Niello. Accountancy: licensure. 
Existing law provides for the licensure and regulation of accountants 

by the California Board ofAccountancy in the Department ofConsumer 
Affairs. Existing law prohibits a person from engaging in the practice 
of public accountancy in this state unless he or she holds either a valid 
permit issued by the board or a practice privilege, which the board may, 
until January 1, 2011, issue to an accountant licensed in another state 
who meets specified requirements, and a violation of this provision is 
a crime. Existing law exempts from the prohibition the temporary 
practice of accountancy in California incident to practice in another 
state or foreign country in which a person is licensed or authorized to 
practice accountancy, as speCified, and the filing of specified tax returns 
by an accountant licensed in another state. 

Ibis bill would repeal on January 1, 2012, the provisions governing 
education, examination, and experience requirements for licensure as 
a certified public accountant. The bill would delete the exception from 
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the practice prohibition for practice incidental to lawful pr~ctice in 
another state and for the filing of the tax returns by a licensee ofanother 
state, and would revise the exception from the practice prohibition for 
practice incidental to lawful practice in a foreign country by imposing 
additional requirements in order for that exception to apply. 

This bill would delete the practice privilege provisions for out ofstate 
accountants, including related fees, and would instead authorize an 
individual who has a valid and current license, certificate, or permit to 
practice public accountancy from another state and wbo meets specifi'ed ' 
requirements to engage in the cross-border practice of accountancy in 
this state without obtaining a certificate or license, subject to specified 
conditions and limitations. The bill would authorize an accounting firm 
or sole proprietor that performs nonattest services for entities 
headquartered in this state to engage in the practice of public 
accOtmtancy in this state without a firm registration, and would authorize 
an accounting firm or sole proprietor, that performs attest services for 
entities headquartered in this state to engage in the practice of 
accountancy through an alternative finn registration, subject to certain 
conditions. The bill would authorize provide for automatic suspension 
or revocation of the cross-border practice authorization in certain 
circumstances, and would require the board to revoke or suspend the 
above authorizations to practice, cross-border practice authorization 
ifth.e board or its executive officer makes certain findings and authorize 
the board to take disciplinary action, as specified. 

Because this bill would delete or revise certain exceptions to the 
accountancy licensing provisions, the violation of which are a crime, 
it would impose a state-mandated local program. 

The California Constitution requires the state to reimburse local 
agencies and school districts for certain costs mandated by the state. 
Statutory pro vis ions establish procedures for making that reimbursement. 

This bill would provide that no reimbutsen:ient is required by this act 
for a specified reason. · 

Vote: majority. Appropriation: no. Fiscal committee: ye's. 
State-mandated local program: yes. 

The people ofthe State ofCalffomia do enact as follows: 

I SECTION 1. Section 5035.3 of the Business and Professions 
2 Code is amended to read: 

98 



1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

3 AB 2473 

5035.3. For purposes ofSections 5050.2,5096.12, and 5096.13, 
"fum" includes any entity that is authorized or permitted to practice 
public accountancy as a firm under the laws of another state or 
country. 

SEC. 2. Section 5050 of the Business and Professions Code is 
amended to read: 

5050. Except as provided in Section 5050.2, no person shall 
engage in the practice of public accountancy in this state unless 
the person is the holder of a valid permit to practice public 
accountancy issued by the board or practicing in this state under 
cross-border practice pursuant to Article 5.1 (commencing with 
Section 5096). 

SEC. 3. Section 5050.2 of the Business and Professions Code 
is amended to read: 

5050.2. (a) Nothing in this chapter shall prohibit a person or 
finn that holds a valid and current license, registration, certificate, 
permit, or other authority to practice public accountancy from a 
foreign country, and lawfully practicing therein, from temporarily 
engaging in the practice ofpublic accountancy in this state incident 
to an engagement in that country, provided that the individual or 
finn: 

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

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

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

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

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

(6) Shall not perform any services in this state that the individual 
or firm is not legally authorized to perform in the country of 
principal place ofbusiness. 
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I (b) The board may issue a fine pursuant to Article 6.5 
2 (commencing with Section 5 J 16), or revoke, suspend, or otherwise 
3 restrict the right to practice in this state or oth,~rwise discipline a 
4 person with a license, registration, certificate, pern1h, or other 
5 authority to practice public accountancy.from a foreign .co~n~ry 
6 for any act that would be a violation of this code-ef, grounds for 
7 discipline against a licensee, or, grounds for ,denial of a ~icense 
8 under this code. The provisions of the .Administrative ,Procedure 
9 Act, including, but not limited toi the commencement of a 

10 disciplinary proceeding by the filing ofan accusation by the board 
I 1 shall apply to this section. Any person whose authorization to 
12 practice has been revoked under this section may apply for 
13 reinstatement of the authorization to practice not less than one year 
14 after the effective date of the board's decision revoking the 
15 authorization to practice unless a longer time, not to: exce~d three 
I 6 years, is specified in the board's deci$ion revoki.rlg the authorization 
l 7 to practice. 
18 (c) The board may administratively suspend the authorization 
19 of any person to practice under this section for any act that would 
20 be grounds for administrative suspension under Section 5096.4 
21 utilizing the procedures set forth in that section. 
22 SEC. 4. Section 5054 of the Business and Professions Code is 
23 repealed. 
24 SEC. 5. Section 5088 ofthe Business and Professions Code is 
25 amended to read: 
26 5088. Any individual who is the bolder of a current and valid 
27 license, certificate, or permit as a certified public accountant issued 
28 under the laws of any state and who .applies to tb,e board for a­
29 license as a certified public accountant under the provisions of 
30 Section 5087 may, until the time the application for a license is 
31 granted or denied, practice public accountancy in this state only 
32 under the cross-border practice provisions of Article 5..1 
33 (commencing with Section 5096), excqpt.that, for purposes ofthis 
34 section, the individual is not disqualified from cross-border practice 
3 5 during the period the application, is pending by .virtue of 
36 maintaining an office or principal place of business., or both, in 
3 7 this state. 
38 SEC. 6. Section 5092 of the Business and Professions Code is 
39 amended to read: 
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1 5092. (a) To qualify for the certified public accountant license, 
2 an applicant who is applying under this section shall meet the 
3 education, examination, and experience requirements specified in 
4 subdivisions (b), (c), and (d), or otherwise prescribed pursuant to 
5 this article. The board may adopt regulations as necessary to 
6 implement this section. 
7 (b) An applicant for the certified public accountant license shall 
8 present satisfactory evidence that the applicant has completed a 
9 baccalaureate or higher degree conferred by a college or university, 

10 meeting, at a minimum, the standards·described in Section 5094, 
11 the total educational program to include a minimum of24 semester 
12 units in accounting subjects and 24 semester units in business 
13 related subjects. This evidence shall be provided prior to admission 
14 to the examination for the certified public accountant license, 
15 except that an applicant who applied, qualified, and sat for at least 
16 two subjects ofthe examination for the certified public accountant 
17 license before May 15, 2002, may provide this evidence at the 
18 time of application for licensure. 
19 (c) An applicant for the certified public accountant license shall 
20 pass an examination prescribed by the board pursuant to this article. 
21 (d) The applicant shall show, to the satisfaction of the board, 
22 that the applicant has had two years ofqualifYing experience. This 
23 experience may include providing any type of service or advice 
24 involving the use of accounting, attest, compilation, management 
25 advisory, financial advisory, tax, .or consulting skills. To be 
26 qualifying under this section, experience shall have been performed 
27 in accordance with applicable professional standards. Experience 
28 in public accounting shall be completed under the supervision or 
29 in the employ ofa person licensed or otherwise having comparable 
30 authority under the laws of any state or country to engage in the 
31 practice of public accountancy. Experience in private or 
32 governmental accounting or auditing shall be completed under the 
33 supervision of an individual licensed by a state to engage in the 
34 practice ofpublic accountancy. 
3 5 (e) This section shall remain in effect only until January 1, 2012, 
36 and as of that date is repealed, unless a later enacted statute, that 
37 is enacted before January 1, 2012, deletes or extends that date. 
38 SEC. 7. Section 5096 ofthe Business and Professions Code is 
3 9 amended to read: 
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5096. (a) An individual whose pdnclpal place of business is 
2 not in this slate and who has a valid and current license, certificate, 
3 or pem1it to practice public accountmicy from-another state may, 
4 subject to the conditions and limitations in this article, engage in 
5 the practice of public accountancy in this state under,cross-border 
6 practice vvithout obtaining a certificate or license under this chapter 
7 if the individual satisfies one of the following: 
8 (1) The individual has continually practiced public accountancy 
9 as a certified public accountant under a· valid license, certificate, 

J0 or pem1it issued by any state for at least four of the last 10 years. 
11 (2) The individual has a license, certificate, or permit from a 
12 state that has been determined by the board to have education, 
13 examination, and experience qualifications for licensure 
I 4 substantially equivalent to this state's qualifications under Section 
15 5093. 
16 (3) The individual possesses education, examination, and 
17 experience qualifications for licensure that are substantially 
18 equivalent to this state's qualifications under Section 5093. 
19 (b) The board may designate states as substantially equivalent 
20 under paragraph (2) of subdivision (a) and may accept individual 
21 qualification evaluations or appraisals conducted by designated 
22 entities, as satisfying the requirements of paragraph (3) of 
23 subdivision (a). 
24 (c) An individual who practices under cross-border practice in 
25 this state: 
26 (1) Is subject to the personal and subject matter jurisdiction and, 
2 7 disciplinary authority of the board .and the courts ofthis state. 
28 (2) Shall comply with the provisions of .this ·chapter, boar;d 
29 regulations, and other laws, regulations, and professional standards 
30 applicable to the practice of public accountancy by the licensees 
31 of this state and to any other laws and regulations applicable to 
32 individuals practicing under cross-border practice in this state, 
33 except the individual is deemed, solely for the purpose of this 
34 article, to have met the continuing education requircments-ttftt'l 
35 ethics examimttion requirements of this state when the individual 
36 has met the continuing education requirerhents ofthe state in which 
37 the individual holds the valid license, certificate, or pem1it as 
38 provided in subdivision (a). 
39 (3) Shall not provide pubbc accountancy services in this state 
40 fTom any office located in this state, except as an employee of a 
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fum registered in thi~ state. This paragraph does not apply to public 
accountancy services provided to a client at the client's place of 
business or residence. 

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

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

(6) Shall not perform any services in this state under 
cross-border practice that he or she is not legally authorized to 
perform in his or her state ofprincipal place ofbusiness. 

(d) (1) No individual may practice under cross-border practice 
without prior approval of the board if the individual has any 
disqualifying condition under paragraph (2) of this subdivision. 

(2) Disqualifying conditions include: 
(A) Conviction ofany crime other than a minor traffic violation. 
(B) Revocation, suspension, denial, surrender or other discipline 

or sanctions involving any license, permit, registration, certificate 
or other authority to practice any profession in this or any other 
state or foreign country or to practice before any state, federal, or 
local court or agency, or the Public Company Accounting Oversight 
Board. 

(C) Pendency of any investigation, inquiry or proceeding by or 
before any state, federal or local court or agency, including, but 
not limited to, the Public Company Accounting Oversight Board, 
involving the professional conduct of the individual. 

(D) Any judgment or arbitration award against the individual 
involving the professional conduct ofthe individual in the amount 
of thirty thousand dollars ($30,000) or greater within the last 10 
years. 

(E) Any other conditions as speci:fiedby the board in regulation. 
(3) The board may adopt regulations exempting specified minor 

occurrences of the conditions listed in subparagraph (B) of 
paragraph (2) from being disqualifying conditions under this 
subdivision. 
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(4) In no event may the board approve an applicant for 
2 cross-border practice ifhe or she, within the 12 months preceding 
3 thefding ofhis or her application, has been the subject ofafznal 
4 order ofconviction ofany.feloni-es specified in subdivision (b) of 
5 Section 5096.1 or designated by board regulations pursui111t to; 
6 subdivision (e) C?[Section 5096.1. 
7 (e) An individual who acquires any· disqualifying condition 
8 described in paragraph (2) of subdivision (d) while practicing under 
9 cross-border practice in this state shall immediately notify the 

l 0 board in writing of the nature and details of the disqualifying 
11 condition. 
12 SEC. 8. Section 5096.1 of the Business and Professions Code 
13 is repealed. 
J4 SEC. 9. Section 5096.1 is added to the Business andProfessions 
15 Code, to read: 
J6 5096.1. (a) The right of an individual to engage in 
17 cross-border practice without prior approval of the ·board is a 
18 privilege that, among other things, is conditioned on both of the 
19 following: 
20 {J) The existence oflegal authorization to pelform professional 
21 services as a certtfied public accountant fi·om the state in which 
22 his or her principal place ofbusiness is located. 
23 (2) The absence of any disqualifjling conditions listed in 
24 subdivision (d) a_[Section 5096 or specified in regulations adopted 
25 by the board. 
26 (b) In order to protect the paramaunt interests ofthe public arui 
27 the consumers o.fthe State ofCalifornia, the Legislatw·efinds that 
28 ifan individual.fails to meet certainconditions, he or she shall be 
29 consideredconclusively disqualified fi·om engaging in cross-border 
30 practice. In addition, an immediate fo7feiture of th.e indh;fdual s 
31 privilege to engage in cross-border practice shall occ:ur as a matter 
32 of law when any o.f the Jb flowing do1~ditions exist, and,no hearing 
33 shall be held nor shall the board nave any discretion regarding 
34 whether or not to terminate the individual's cross-border practice: 
35 (1) The individuals legal authorization to pe1form prriessional 
36 services as a certffied public accoimtanl is revoked, canceled, 
3 7 suspended, or othervvise terminated by the state in which his or 
3 8 her principal place ofbusiness is located. A certified copy o.f the 
39 orde1; decision, or judgment revoking, canceling, suspending, or 
40 otherwise terminating the legal authorization ofthe individual to 
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1 peiform professional services as a certified public accountant by 

2 the tribunal, court, or agency in the state ofhis or her principal 

3 place of business shall be conclusive proof of the fact that the 

4 individual no longer has authorization to provide professional 

5 services in that state. 

6 (2) The individual is convicted ofany ofthefollowingfelonies: 

7 (A) Murder. 

8 (B) Robbery. 

9 (C) Grand theft. 


1 0 (D) Embezzlement. 
11 After receiving a certified copy of the record ofconviction, the 
12 board shall suspend the individual's cross-border practice 
13 privileges. After the judgment of conviction has become final, 
14 either because the time for appeal has elapsed or the judgment of 
15 conviction has been affirmed or has otherwise become final, the 
16 individual's cross-border practice shall be summarily revoked If 
17 the conviction is reversed, the individual's cross-border practice 
18 privileges shall be immediately reinstated. 
19 (c) For pwposes ofparagraph (2) of subdivision (b), a crime 
20 is a felony if it is specifically declared to be so by statute or is 
21 charged as a felony, in·espective ofwhether, in a particular case, 
22 the crime may be considered a misdemeanor as a result of 
23 postconviction proceedings. 
24 (d) For purposes ofthis section, a certified copy ofthe criminal 
25 conviction shall be conclusive proofofthe fact ofthe conviction. 
26 (e) The board may, by regulation, designate additional felonies 
27 that result in summary revocation of cross-border practice 
28 pursuant to this section. 
29 (f) An individual whose cross-border practice privileges have 
30 been suspended or terminated under this section may petition the 
31 board to be reinstated not less than one year from the date of 
32 szispension or termination. 
33 (g) An individual whose cross-border practice privileges have 
34 been suspended or terminated under this section may, at any time, 
35 petition the board to reinstate his or her privilege to engage in 
3 6 cross-border practice ifthe legal authorization to provide services 
37 as a certified public accountant is restored by the state where his 
3 8 or her principal place ofbusiness is located. 
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1 SEC. 9. 
2 SEC. 10. Section 5096.2 of the Business and Professions Code 
3 is amended to read: 
4 5096.2. (a) An individual licensed out of state may be denied 
5 cross-border practice in this state for failure to qualify under or 
6 comply with the provisions of this article or iil!plementing '.' 
7 regulations, or for any act that if committed by an applicant for 
8 licensure would be grounds for denial of a license under Section 
9 480 or if committed by a licensee would be grounds for discipline 

l 0 under Section 51 00, or for any act committed outside of this state 
11 that would be a violation if committed within this state. 
12 (b) The board may deny cross'-border practice in this state using 
13 either of the following procedures: 
14 (I) Notifying the individual in writing of all ofthe following: 
15 (A) That the cross-border practice is denied. 
16 (B) The reasons for denial. 
J 7 (C) The earliest date on which the individual is eligible for 
18 cross-border practice in this state. 
19 (D) The individual has a right to appeal the notice and request 
20 a hearing under the provisions of the Administrative Procedure 
21 Act if a written notice of appeal and request for hearing is made 

within 15 days. 
23 (E) Should the individual not submit a notice of appeal and 
24 request for hearing within 15 days, the board's action set forth in 
25 the notice shall become final. 
26 (2) Filing a statement of issues under the Administrative 
2 7 Procedure Act. 
28 (c) An individual licensed out of state who had been denied 
2 9 cross-border practice in this state may petition for board approval 
30 to practice under cross-border practice not less than one year after 
31 the effective date of the notice or decision denying practice in this 
32 state, unless a longer time period, not to exceed three years, is 
33 specified in the notice or decision denying practice in this state. 
34 SEC. 10. 
35 SEC. 11. Section 5096.3 ofthe Business and Professions Code 
36 is amended to read: 
37 5096.3. (a) The cross-border practice of an individual licensed 
38 out state, practicing or who practiced in this state under 
39 cross-border practice, may besubject to revocation, suspension, 
40 fines, or other disciplinary sanctions for any conduct that would 
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1 be grounds for discipline against a licensee of the board or for any 
2 conduct in violation of this article or regulations implementing 
3 this article. 
4 (b) The board may recover its costs pursuant to Section 5107 
5 as part of any disciplinary proceeding against an individual who 
6 is licensed in another state and who is practicing or has practiced 
7 under cross-border practice in this state. 
8 (c) An individual licensed out of state whose cross-border 
9 practice has been revoked may petition for board approval to 

1 0 practice in this state not less than one year after the effective date 
11 of the board's decision revoking the individual's cross-border 
12 practice unless a longer time period, not to exceed three years, is 
13 specified in the board's decision revoking practice in this state. 
14 (d) The provisions of the Administrative Procedure Act, 
15 including, but not limited to, the commencement of a disciplinary 
16 proceeding by the filing of an accusation by the board shall apply 
1 7 under this article. 
18 (e) If the board takes disciplinary action against an individual 
19 licensed in another state who is practicing orpracticed in this state 
20 under cross-border practice, the board shall notify each state in 
21 which the individual holds a license, certificate, or permit ofthat 
22 action. 
23 SEC. 11. 
24 SEC 12. Section 5096.4 oftheBusiness and Professions Code 
25 is amended to read: 
26 5096.4. (a) Therightofanindividualtoengageincross-border 
27 practice may be administratively suspended at any time by an order 
28 issued by the board or its executive officer, without prior notice 
29 or hearing, fur the purpose of conducting a disciplinary 
30 investigation, proceeding, or inquiry concerning the representations 
31 made in the notice, the individual's competence or qualifications 
32 to practice under cross border practice, failme to timely respond 
33 to a board inqui...ry or request fur information or doell.'fnents, or 
34 Ufl:der other eonditiong frD:cl eireumgtaneeg provided for by board 
35 regulatiott. if the board or its executive officer finds both of the 
36 following: 
3 7 (1) The individual meets one ofthe following requirements: 
38 (A) Acquired a disqualifying condition desaibed in paragraph 
39 {2) ofsubdivision (d) ofSection 5096. 
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1 (B) Committed any act that, ifcomrnitted by an applicant, wo~dd 


2 be grounds for denial o.fa license 01; #{committed by a licensee, 

3 would be grounds for discipline under Section 5100. 

4 (C) Committed any act outside of this state that would be a 

5 violation ffcommitted within this state: 

6 (2) Serious injwy will result to the public before thr:; matter 

7 could be heard on notice. 

8 (b) The administrative suspension order is immediately effective 

9 when mailed to the individual's address of record or agent for· 


1 0 notice and service as provided for in this article. 

1J (c) The administrative suspension order shall contain the 

12 following: 

13 (1) The reason for the suspension. 

14 (2) A statement that the individual has the right, within 30 days, 

15 to appeal the administrative suspension order and request a h~aring, 


16 and that failure to do so will result in the m·der becoming 

1 7 permanent. 

18 (3) A statement that any appeal hearing will be conducted under 
1 9 the provisions of the Administrative Procedure Act applicable to 
20 individuals v,:ho are denied licensure whose license is subject to 
21 revocation, suspension, limitation, or imposition of conditions, 
22 including the filing ofa statement of issues an accusation by the 
23 board setting forth the reasons for the administrative suspension 
24 of cross-border practice and specifYing the statutes and rulcs->fff4 
25 which the individual rnust sho·w emnplianee by producing proof 
26 ttt the hearing and i:n addition fl:Il)' pal'ticular n1attcre that have come 
27 to the artentio11 of '"he botrrd and tha;t vmuld authorize ~he 
28 adminirstrative suspension, or the denial of cross border practice. 
29 (d) The burden is on the individual·vv·hose cross border-practice 
3 0 is suspended to establish both qualification and fit:ncss to practice 
31 under cross border practice. on which:the action is based. 
32 (d) Hearings shall be conductedwithin 90 days ofthe board's 
33 reception of the individual's -appeal of, the administrative 
34 suspension orde1: A final decision shall be issued no later than 45 
35 days afier submission of the matte1: If the deCision sustains the 
36 board's suspension order. it shall become permanent. Otherwise, 
3 7 it shall be immediatery; vacated. 
38 (e) Tbe administrative suspension sball continue in effect until 
39 terminated by an order of the board or the executive officer; 
40 hmveve1~ any suspension order that has been appealed shall be 
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vacated by operation oflaw, unless a final decision upholding the 
order is issued within 135 days of the appeal. 

(f) Administrative suspension is not discipline a:nd shall not 
preclude any individual from applying for a license to practice 
public accountancy in this state. 

(g) Proceedings to appeal a:n administrative suspension order 
mey be combined or coordinated 'vvith proceedings for denial of 
an individual's authority to engage :i:n cross border practice or 
discipline of an individual who ha:s engaged in eros:s border 
practice. 

SEC. 12. 
SEC. 13. Section 5096.5 ofthe Bus:iness and Professions Code 

is repealed. 
SEC.13. 
SEC.l4. Section5096.6 oftheBus:inessandProfessions Code 

is amended to read: 
5096.6. In addition to the authority otherwise provided for by 

this code, the board may delegate to the executive officer the 
authority to issue any notice or order provided for :in this article 
and to act on behalf of the board, including, but not limited to, 
issuing a notice of denial of cross-border practice and an interim 
suspension order, subject to the right of the :individual licensed :in 
another state to timely appeal and request a hearing as provided 
for :in this article. 

SEC.14. 
SEC. 15. Section 5096.7 ofthe Bus:iness and Professions Code 

is amended to read: 
5096.7. Except as othenvise provided :in this article, the 

follow:ing definitions apply: 
(a) The terms"license," "licensee," "permit," or "certificate" as 

used :in this chapter or Division 1.5 ( commenc:ing with Section 
4 75) shall :include persons, as defined in Section 5035, performing 
cross-border practice or practicing under an alternative fum 
registration under this article, unless otherwise :inconsistent with 
the provisions of the article. 

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

SEC. 15. 
SEC.l6. Section 5096.10 oftheBus:iness and Professions Code 

is amended to read: 
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l 5096. J0. The provisions of this article shall only be operative 
2 if thcTe is an appropriation from the Accountancy Fund in the 
3 a1mual Budget Act to fund the activities fn the article and sufficient 
4 hiring authority is granted pursuant to a ·budget change proposal 
5 to the board to provide staffing to implement this article. 
6 SEC. 16. 
7 SEC 17. Section 5096.1 I ofthe Btis:iE.ess and Professions Code 
8 is repealed. 
9 SEC. 17. 

1 0 SEC 18. Section 5096.12 ofthe Business and Professions Code 
II is amended to read: 
12 5096.1 (a) Anaccounting fum, as defined in Section 5035.3, 
J3 or sole proprietor, that performs attest services for entities 
14 headquartered in this state, may engage in the practice of public 
15 accountancy in this state through an alternative finn .registration 
16 provided that the firm or sole proprietor: 
17 (1) Isauthorized to practice in another state and does not have 
18 an office in this state. 
19 (2) Has one partner, shareholder, or owner who qualifies for 
20 cross-border practice in this state, and provides to the board his or 
21 her name, state ofprincipal place ofbusmess, license number, and 
22 finn identifying information. 
23 (3) Is deemed to consent to the personal, subject matter, and 
24 disciplinary jurisdiction of the board with respect to any practice 
25 under this section. 
26 (4) Shall comply with the provisions Of this chapter, board 
27 regulations, and other laws, regulations, and professional standards 
28 applicable to the practice of public accountancy by the licensees. 
29 of this state and to any other laws and regulations applicable to 
30 cross-border practice. 
31 (5) Is deemed to have appointed the regulatory agency of each 
32 state in which the firm or sole proprietor holds a eerti:fieate; license, 
33 or pennit as the agent on whom notices, subpoenas·, br other 
34 process may be served in any action or proceeding by the board 
35 against tbe finn or sole proprietor. 
36 (6) Shall cooperate with any board investigation or i11quiry and 
37 shall timely respond to a board investigation, inquiry, request, 
38 notice, demand, or subpoena for information or documents and 
39 timely provide to tbe board the identified information and 
40 documents. 
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1 (7) Shall not perform any services in this state under alternative 
2 firm registration that the firm or sole proprietor is not legally 
3 authorized to perform in its or his or her state of principal place 
4 ofbusiness. 
5 (b) "Attest services" include any audit or other engagement to 
6 be performed in accordance with the Statements on Auditing 
7 Standards, any examination of prospective :financial information 
8 to be performed in accordance with the Statements on Standards 
9 for Attestation Engagements, and any engagement to be performed 

1 0 in accordance with the standards of the Public Company 
11 Accounting Oversight Board. "Attest services," for purposes of 
12 this article, do not include any review of a :financial statement to 
13 be performed in accordance with the Statements on Standards for 
14 Accounting and Review Services. 
15 (c) The board may revoke or suspend an alternative finn 
16 registration, issue a :fine pursuant to Article 6.5 (commencing with 
17 Section 5116), or otherwise restrict or discipline the firm or sole 
18 proprietor for any act that would be grounds for discipline against 
19 a licensee or grounds for denial of a license. 
20 SEC. 3:8. 
21 SEC.l9. Section 5096.13 ofthe Business and Professions Code 
22 is repealed. 
23 8EC.19. 
24 SEC 20. Section 5096.13 is added to the Business and 
25 Professions Code, to read: 
26 5096.13. (a) An accounting :firm, as defined in Section5035.3, 
27 or sole proprietor that performs nonattest services for entities 
28 headquartered in this state may engage in the practice of public 
29 accountancy in this state without any form of finn registration 
30 provided that the fum or sole proprietor: 
31 (1) Is authorized to practice in another state and does not have 
32 an office in this state. 
33 (2) Is deemed to consent to the personal, subject matter, and 
34 disciplinary jurisdiction of the board with respect to any practice 
35 under this section. 
36 (3) Shall comply with the provisions of this chapter, board 
37 regulations, and other laws, regulations, and professional standards 
38 applicable to the practice of public accountancy by the licensees 
39 of this state and to any other laws and regulations applicable to 
40 individuals practicing under cross-border practice. 
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J (4) Is d cemed to have appoii1ted the regulatory agency of each 
2 state in which the firm or sole proprietor holds a certificate, license, 
3 or pennit as the agent on whom notices; subpoenas, or other 
4 process may be served in any action or proceeding by the board 
5 against the fim1 or sole proprietor: :. · 
6 (5) Shall cooperate with any board investigatl'cm or inquiry and 
7 shall timely respond to a board investigation, inquiry, request, 
8 notice, demand, or subpoena for inforination or documents and 
9 timely provide to the board the identified information and 

l 0 documents. 
ll (6) Shall not perform any services in this state under 
12 cross-border practice that the finn or sole proprietor is not legally 
13 authorized to perform in their state ofprincipal place ofbusiness. 
14 (b) The board may revoke or suspend authorization to practice 
J5 under this section, issue a fine pursuant to Article 6.5 (commencing 
16 with Section 5116), or otherwise restrict or discipline the firm or 
17 sole proprietor for any act that would be grounds for discipline 
18 against a licensee or grounds for denial of a license. 
19 SEC. 20. 
20 SEC 21. Section 5096.14 oftheBusiness and Professions Code 
2 1 is repealed. 
22 SEC. 21. 
23 SEC 22. Section 5096.15 ofthe Business and Professions Code 
24 is repealed. 
25 SEC. 22. 
26 SEC 23. Section 5109 of the Business and Professions Code 
27 is amended to read: 
28 5109. The expiration, cancellation, forfeiture, or suspension 
29 of a license or other authority to practice public accountancy by 
30 operation of law or by order or decision of the board or a court of 
31 law, or the voluntary surrender of a license bya licensee shaU not 
32 deprive the board ofjurisdiction to commence or proceed with any 
33 investigation of or action or disciplinary prdcceding against the 
34 licensee, or to render a decision suspending or re\loking the license. 
35 SEC. 23. 
36 SEC. 24. Section 5116.6 ofthe Business arid Professions Code 
37 is amended to read: 
38 51 J6.6. Anyvvhere the term "licensee" is used in the article it 
39 shall include certified public accountants, public accountants, 
40 partnerships, corporations, individuals licensed out of state 
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practicing in this state under cross-border practice, holders of 
alternative firm registrations, other persons licensed, registered, 
or otherwise authorized to practice public accountancy under this 
chapter, and persons who are in violation of any provision of 
Article 5.1 (commencing with Section 5096). 

SEC. 24. 
SEC. 25. Section 5134 of the Business and Professions Code 

is amended to read: 
5134. The amount of fees prescribed by this chapter is as 

follows: 
(a) The fee to be charged to each applicant for the certified 

public accountant examination shall be :fixed by the board at an 
amount not to exceed six hundred dollars ($600). The board may 
charge a reexamination fee not to exceed seventy-five dollars ($75) 
for each part that is subject to reexamination. 

(b) The fee to be charged to out-of-state candidates for the 
certified public accountant examination shall be fixed by the board 
at an amount not to exceed six hundred dollars ($600) per 
candidate. 

(c) The application fee to be charged to each applicant for 
issuance of a certified public accountant certificate shall be fixed 
by the board at an amount not to exceed two hundred fifty dollars 
($250). 

(d) The application fee to be charged to each applicant for 
issuance of a certified public accountant certificate by waiver of 
examination shall be :fixed by the board at an amount not to exceed 
two hundred fifty dollars ($250). 

(e) The fee to be charged to each applicant for registration as a 
partnership or professional corporation shall be :fixed by the board 
at an amount not to exceed two hundred fifty dollars ($250). 

(f) The board shall fix the biennial renewal fee so that, together 
with the estimated amount from revenue other than that generated 
by subdivisions (a) to (e), inclusive, the reserve balance in the 
board's contingent fund shall be equal to approximately nine 
months of annual authorized expenditures. Any increase in the 
renewal fee shall be made by regulation upon a determination by 
the board that additional moneys are required to fund authorized 
expenditures and maintain the board's contingent fund reserve 
balance equal to nine months of estimated annual authorized 
expenditures in the fiscal year in which the expenditures will occur. 
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The biennial fee for the renewal of each of the permits to engage 

2 in the practice of public accountancy specified in Section 5070 

3 shall not exceed two hundred fifty dollars ($250). 

4 (g) The delinquency fee shall be 50 percent of the accrued 

5 renewal fee. 

6 (h) The initial permit fee is an amount equal to the renewal fee 

7 in effect on the last regular renewal date before the date on whi:ch 

8 the permit is issued, except that, if the permit is issued one year 

9 or less before it will expire, then the initial permit fee is an amount 


1 0 equal to 50 percent of the renewal fee in effect on the last regular 

II renewal date before the date on which the permit is issued. The 

12 board may, by regulation, provide for the waiver or refund of the 

13 initial permit fee where the permit is issued less than 45 days before 

14 the date on which it will expire. 

15 (i) The fee to be charged for the certification of documents 

16 evidencing passage ofthe certifi,ed public accountant examination, 

17 the certification of documents evidencing the grades received on 

18 the certified public accountant examination, or the certification. of 

19 documents evidencing licensure shall be twenty-five dollars ($25). 

20 G) The board shall fix the fees in accordance with the limits of 
21 this section and, on and after July 1; 1990, any increase in a fee 
22 fixed by the board shall be pursuant to regulation duly adopted by 
23 the board in accordance with the limits of this section. 
24 (k) It is the intent of the Legislature that, to ease entry into the 
25 public accounting profession in California, any administrative cost 
26 to the board related to the certified public accountant examination 
27 or issuance of the certified public accountant certificate that . ,t' 

28 exceeds the maximum fees author.ized by this s.e.ctiou shaLl be, 
29 covered by the fees charged for the biennial renewal ofthe permit 
30 to practice. 
31 SEC. 26. The Legislature hereby.finds and declares that it is 
32 the intent ofthe Cal(fornia Board o.f Accountancy to provide those 

consumers who elect to use the services of certified public 
34 accountants andfirms Licensed in the other 54 jurisdictions with 
35 access to licensing il!formation for each of those jurisdictions 
36 through the board's T11eb site. 
37 SEC. 25. 
38 SEC. 27. No reimbursement is required by tl1is act pursuant to 
39 Section 6 ofArticle XIDB of the California Constitution because 
40 the only costs that may be incurred by a locar agency or school 

98 



-19- AB 2473 

1 district will be incurred because this act creates a new. crime or 
2 infraction, eliminates a crime or infraction, or changes the penalty 
3 for a crime or infraction, within the meaning of Section 17556 of 
4 the Government Code, or changes the definition ofa crime within 
5 the meaning of Section 6 of Article XIDB of the California 
6 Constitution. 

0 
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Attachment 3 

California Accountancy Act 

Business and Professions Code Sections 5096- 5096.15 

5096. Practice Privilege General Requirements 

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

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

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

(3) The individual possesses education, examination, and experience qualifications for licensure which have 
been determined by the board to be substantially equivalent to this state's qualifications under Section 5093. 

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

(c) To obtain a practice privilege under this section, an individual who meets the requirements of subdivision 
(a), shall do the following: 

(1) In the manner prescribed by board regulation, notify the board of the individual's· intentto practice. 
(2) Pay a fee as provided in Article 8 (commencing with Section 5130). 
(d) Except as otherwise provided by this article or by board regulation, the practice privilege commences 

when the individual notifies the board, provided the fee is received by the board within 30 days of that date. 
The board shall permit the notification to be provided electronically. 

(e) An individual who holds a practice privilege under this article: 
(1) Is subject to the personal and subject matter jurisdiction and disciplinary authority of the board and the 

courts of this state. 
(2) Shall comply with the provisions of this chapter, board regulations, and other laws, regulations, and 

professional standards applicable to the practice of public accountancy by the licensees of this state and to any 
other laws and regulations applicable to individuals practicing under practice privileges in this state except the 
individual is deemed, solely for the purpose of this article, to have met the continuing education requirements 
and ethics examination requirements of this state when such individual has met the examination and 
continuing education requirements of the state in which the individual holds the valid license, certificate, or 
permit on which the substantial equivalency is based. 

(3) Shall not provide public accountancy services in this state from any office located in this state, except as 
an employee of a firm registered in this state. This paragraph does not apply to public accountancy services 
provided to a client at the client's place of business or residence. 

(4) Is deemed to have appointed the regulatory agency of the state that issued the individual's certificate, 
license, or permit upon which substantial equivalency is based as the individual's agent on whom notices, 
subpoenas or other process may be served in any action or proceeding by the board against the individual. 

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

(f) A practice privilege expires one year from the date of the notice, unless a shorter period is set by board 

3gulation. 




(g) (1) No individual may practice under a practice privilege without prior approval of the board if the 

individual has, or acquires at any time during the term of the practice privilege, any disqualifying condition 

under paragraph (2) of this subdivision] 


(2) Disqualifying conditions include: 
(A) Conviction of any crime other than a minor traffic violation. 
(B) Revocation, suspension, denial, surrender or other discipline a·r sanctions irwolvin~rahy licemse; permit, 

registration, certificate or other authority to practice any profession in this or any other state or foreign country 
or to practice before any state,'federal, or local 'coUrt or agency, or the Public Company Accounting Oversight 
Board. 

(C) Pendency of any investigation, inquiry or proceeding by or before any state, federal or local ·court or 
agency, including, but not limited to, the Public Company Accounting Oversight Board, involving the 
professional conduct of the individual. 

(D) Any judgment or arbitration award against the individual involving the professional conduct of the 
individual in the amount of thirty thousand dollars ($30,000) or greater. 

(E) Any other conditions as specified by the board in regulation. 
(3) The board may adopt regulations exempting specified minor occurrences of the conditions listed in 

subparagraph (B) of paragraph (2) from being disqualifying conditions under this subdivision. 

5096.1. Practice Without Notice 

(a) Any individual, not a licensee of this state, who is engaged in any act which is the practice of public 
accountancy in this state, and who has not given notice of intent to practice under practice privileges and .paid 
the fee required pursuant to the provisions of this article, and who has a license, certificate or other· authority to 
engage in the practice of public accountancy in any other state, regardless of Whether active; inactive, 
suspended, or subject to renewal on payment of a fee or completion of an educational or ethics requirement, 
is: · "' , ··., .. ·.. ·'. · 

(1) Deemed to be practicing public accountancy-unlawfully ir:J this state. . 
(2) Subject to the personal and subject matter jurisdiction and disciplinary authorito/ pf the ·t1oard·and the 

courts of this state to the same extent as a holder of a valid practice privilege. 
(3) Deemed to have appointed the regulat0ry agency of the state that issued the individuaPs certificate dr 

license as the individual's agent on whom notice, subpoenas, or other process may be served in any action or 
proceeding by the ·board against the individual. 

(b) The board may prospectively deny a practice privilege to any individual who has violated this section or 
implementing·regulations or committed any act which would be grounds for discipline against the holder of a 
practice·privilege. 

5096.2. Denial of a Practice Privilege 

(a) Practice privileges may be denied for failure to qualify under or comply with the provisions of this·aliticle or 
implementing regulations, or for any act that if committed by an applicant for licensure would be grounds·for 
denial of a license L.:Jnder SectioA480 or if committed by a licensee . .would be gr:ounds for discipline under 
Section 5100, or for any act committed outside of this state that would be a violation if committed within this 
state. 

(b) The board may deny practice privileges using either of the following procedures: 
(1) Notifying the individual in writing of all of the following: 
(A) That the practice privilege is·denied. 
(B) The reasons for denial. 
(C) The earliest date on which the individual is eligible for a practice privilege. 



"- (D) That the individual has a right to appeal the notice and request a hearing under the provisions of the 
:dministrative Procedure Act if a written notice of appeal and request for hearing is made within 60 days. 
(E) That, if the individual does not submit a notice of appeal and request for hearing within 60 days, the 


board's action set forth in the notice shall become final. 

(2) Filing a statement of issues under the Administrative Procedure Act. 
(c) An individual who had been denied a practice privilege may apply for a new practice privilege not less 


than one year after the effective date of the notice or decision denying the practice privilege unless a longer 

time period, not to exceed three years, is specified in the notice or decision denying the practice privilege. 


5096.3. Discipline of a Practice Privilege 

(a) Practice privileges are subject to revocation, suspension, fines or other disciplinary sanctions for any 

conduct that would be grounds for discipline against a licensee of the board or for any conduct in violation of 

this article or regulations implementing this article. 


(b) Practice privileges are subject to discipline during any time period in which they are valid, under 

administrative suspension, or expired. 


(c) The board may recover its costs pursuant to Section 5107 as part of any disciplinary proceeding against 

the holder of a practice privilege. 


(d) An individual whose practice privilege has been revoked may apply for a new practice privilege not less 

than one year after the effective date of the board's decision revoking the individual's practice privilege unless 

a longer time period, not to exceed three years, is specified in the board's decision revoking the practice 

privilege. 


(e) The provisions of the Administrative Procedure Act, including, but not limited to, the commencement of a 
disciplinary proceeding by the filing of an accusation by the board shall apply under this article. 

5096.4. Administrative Suspension of a Practice Privilege 

(a) The right of an individual to practice in this state under a practice privilege may be administratively 
suspended at any time by an order issued by the board or its executive officer, without prior notice or hearing, 
for the purpose of conducting a disciplinary investigation, proceeding, or inquiry concerning the representations 
made in the notice, the individual's competence or qualifications to practice under practice privileges, failure to 
timely respond to a board inquiry or request for information or documents, or under other conditions and 
circumstances provided for by board regulation. 

(b) The administrative suspension order is immediately effective when mailed to the individual's address of 

record or agent for notice and service as provided for in this article. 


(c) The administrative suspension order shall contain the following: 
(1) The reason for the suspension. 
(2) A statement that the individual has the right, within 30 days, to appeal the administrative suspension 


order and request a hearing. 

(3) A statement that any appeal hearing Will be conducted under the provisions of the Administrative 

Procedure Act applicable to individuals who are denied licensure, including the filing of a statement of issues 
by the board setting forth the reasons for the administrative suspension of practice privileges and specifying 
the statutes and rules with which the individual must show compliance by producing proof at the hearing and in 
addition any particular matters that have come to the attention of the board and that would authorize the 
administrative suspension, or the denial of practice privileges. 

(d) The burden is on the holder of the suspended practice privilege to establish both qualification and fitness 

to practice under practice privileges. 


(e) The administrative suspension shal. continue in effect until terminated by an order of the board or the 

dxecutive officer or expiration of the practice privilege under administrative suspension. 




(f) Administrative suspension is not discipline and shall not preclude any individual from applying for a license 
to practice public accountancy in this state or from applying for a new practice privilege upon expiration of thE 
one under administrative suspension, except that the new practiGe pri.vilege shall:·not be effective until 
approved by the board. 

(g) Notwithstanding any administrative suspension, a practice privilege expires one year from the date of 
notice unless a shorter period is set by boarl!l regulation. 

(h) Proceedin'gs to appeal an administrative suspension order may. be combined or coordinated with 
proceedings for·denial or discipline of a practice privilege. 

5096.5. Signing Attest Reports 

Notwithstanding any other provision of this article, an individual may not sign any attest report pursuant to a 
practice privilege unless the individual meets the experience requirements of Section 5095 and completes any 
continuing education or other conditions required by the board regulati'ons implementing this article. 

5096.6. Delegation of Authority, Executive Officer 

In addition to the authority otherwise provided for by this code, the board may delegate·to th.e executive 
officer the authority to issue any notice dr order provi·ded for in this article and to.act oh behalf of ti;Je. boa red.,: . • 
including, but not limited to, issuing a notice of denia·t of a practice privilege and an interim suspension·ord:er, 
subject to the right of the individual to timely appeal and request a hearing as provided for in this article. 

5096.7. Definitions 

Except as otherwise provided in this article, the following definitions apply:- '-:._ · . 
(a) Anywhere the term "license," "licensee," "permit," or "certificate" is used in this chapter or Division 1.5 

(commending with Section 475), it shall include persons holding practice privileges under this.article, unless 
otherwise if:lddhs'istent with-the provisions of the· article. 

(b) Any n0tice of practice privileges under this article and supp.orting documents is deemed an application for 
licensure for-pLlrP'C>ses of the provisions of this codei including, bl:.lt not-limited to, the provisions of this chapter 
and the provisiens of Division 1.5 (commencing with Section 475) related to the denial, suspension and 
revocation of licenses. 

(c) Anywhere the term "employee" is used in this article it shall include, but is not limited to, partners, 
shareholders, and other owners. 

5096.8. Investigative Powers 

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



,5096.9. Authority to Adopt Regulations 

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

5096.10. Expenditure Authority to Implement Practice Privileges 

The provisions of this article shall only be operative if commencing July 1, 2005, and continuing during the 
period provided in Section 5096.11, there is an appropriation from the Accountancy Fund in the annual Budget 
Act to fund the activities in the article and sufficient hiring authority is granted pursuant to a budget change 
proposal to the board to provide staffing to implement this article. 

5096.11. Sunset Date of This Article 

This article shall become operative on January 1, 2006. It shall remain in effect only until January 1, 2011, 
and as of that date is repealed, unless a later enacted statute, which becomes effective on or before January 
1, 2011, deletes or extends that date. 

5096.12. Limited Firm Practice 

(a) A certified public accounting firm that is authorized to practice in another state and that does not have an 
office in this state may engage in the practice of public accountancy in this state through the holder of a 
'ractice privilege provided that: 
(1) The practice of public accountancy by the firm is limited to authorized practice by the holder of the 

practice privilege. 
(2) A firm that engages in practice under this section is deemed to consent to the personal, subject matter, 

and disciplinary jurisdiction of the board with respect to any practice under this section. 
·(b) The board may revoke, suspend, issue a fine pursuant to Article 6.5 (commencing with Section 5116), or 

otherwise restrict or discipline the firm for any act that would be grounds for discipline against a holder of a 
practice privilege through which the firm practices. 

(c) This section shall become inoperative on January 1, 2011, and as of that date is repealed. 

5096.13. Firm Information 

The notification of intent to practice under a practice privilege pursuant to Section 5096 shall include the 
name of the firm, its address and telephone number, and its federal taxpayer identification number. 

5096.14. Safe Harbor Extension 

The board shall amend Section 30 of Article 4 of Division 1 of Title 16 of the California Code of Regulations 
to extend the current "safe harbor" period from December 31, 2007, to December 31, 2010. 



5096.15. Practice Privilege Fees 

It is the infeht of the Legislature that the board addpt regulations providing for, a lower fee dr no fee for out-at­
state accountants who do not sign attest reports for California cfients under the practice privilege. These 
regulations shall ensure that the practice privilege program is adequately funded. These regulations shall be 
adopted as emergency regulations in accordance with Chapter 3.5 (commencing with Section 11340) of Part 1 
of Division 3 of Title 2 of the Government Code·a·nd, for pur:pbses ofthatchapter,.:the adoption·ofthe 
regulations shall be considered by the Office of Administrative Law to be necessary for the immediate 
preservation cf the public peace, health and safety, and general welfare. 

California Board of Accountancy Regulations 

CCR Sections 26- 35.1 

Section 26. Purpose of this Article 

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

Section 27. Qualifications for the Practice Privilege 

To be eligible for a practice privilege, an individual whose principal place of business is not in California ·and 
who holds a valid, current license, certificate, or permit to practice public accountancy issued by another state 
shall meet the requirements of Business and Professions Code Section 5096 im~luding; out no± limited to, ' 
satisfying one of the following: 

(a) ·Hold a current; valid··iicense, ce1:tificate,ror p>ermit issued by another state ;-if the requirements under. which 
that license, certificate, or permit was issued are deemed by the Board to be substantially equivalent to the 
requirements ·in Business and Professiorts Code Section 509@;, · 

(b) Possess education, examination, and experience qualifications that have been determined by the Board 
to be substantially equivalent to the qualifications under Business amd Professions Code Section 5093. 
Pursuant to subdivision (b) of Business and Professions Code Section 5096, the Board accepts individual 
qualification evaluations ofsubstantial equivalency by the National Association of State Boards of 
Accountancy's (NASBA's) CredentiaiNet. Prior to seeking a practice privilege under this paragraph, an 
individual shall apply to NASBA's CredentiaiNet, pay the required fee, and obtain the require€! 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. 

Section 28. Notification 

(a) To obtain a practice privilege, an individual meeting the requirements of Section 27 shall notify the Board 
by submitting the fully completed Notification Form provided at the end of this Section or the electronic 
equivalent provided by the Board on its Web site, and shall pay the fee as required by Sections 31 and 70. 
Except for the electronic signature which is provided for in subsection (c), the electronic version of the form 
shall be identical in content to the paper version of the Notification Form provided at the end of this section. 



(b) The license which shall be reported on Item 3 of"Qualification Requirements" on the Notification Form 
~nd "the license upon which the substantial equivalency is based" referenced in subdivision (e) of Business 

and Professions Code Section 5096 is the license under which an individual qualifies for a practice privilege 
pursuant to subsection (a) of Section 27, or the license in the state of the principal place of business for an 
individual who qualifies for a practice privilege under subsection (b) or (c) of Section 27. 

(c) The electronic version of the Notification Form shall provide for a certification and electronic signature as 
follows: 
I understand that any misrepresentation or omission in connection with this notification disqualifies me from the 
California practice privilege and is cause for termination. Further I authorize the California Board of 
Accountancy to act accordingly, including notifying other state or federal authorities. By typing my name in the 
box below and clicking the "I Agree" button I certify under penalty of perjury under the laws of the State of 
California that the forgoing information is true and correct. If I am not prepared to so certify, I understand that I 
should click the "Cancel" button to discontinue the notification process. 

Full name _________ 

I Agree __ 

Cancel __ 


Section 29. Term of the Practice Privilege 

(a) Except when prior approval by the Board is required pursuant to Section 32, the practice privilege 
commences on the date the Notification Form is electronically submitted to the Board, on the postmark date of 
a Notification Form submitted to the Board by mail, or on the date a Notification Form is submitted to the Board 
via facsimile. When prior approval by the Board is required pursuant to Section 32, the practice privilege 
·ommences on the date the practice privilege is approved by the Board. 
(b) Except as provided in subsection (c), a practice privilege, including a practice privilege that is or has been 

on administrative suspension pursuant to Business and Professions Code Section 5096.4, expires one year 
from the date the Notification Form is submitted to the Board or on the date a subsequent Notification Form is 
submitted to the Board, whichever occurs first. 

(c) A practice privilege held by an applicant for a California license expires one year from the date the 
Notification Form is submitted to the Board or on the date the California license is issued by the Board, 
whichever occurs first. 

Section 30. Safe Harbor- Period of the Notice 

(a) Notwithstanding Section 29, during the· period January 1, 2006, through December 31, 2010, an individual 
shall not be deemed to be in violation of this Article or Article 5.1 of the Accountancy Act (commencing with 
Business and Professions Code Section 5096) solely because he or she begins the practice of public 
accounting in California prior to submitting the Notification Form, provided the Notification Form is submitted 
within five business days of the date practice begins. An individual who properly submits the Notification Form 
to the Board within the five-day period provided for in this Section shall be deemed to have a practice privilege 
from the first day of practice in California unless the individual fails to timely submit the required fee pursuant to 
Section 31. 

(b) Subsection (a) of this section does not apply in those instances in which prior approval by the Board is 
required pursuant to Section 32. 
(c) In addition to any other applicable sanction, the Board may issue a fine of $250 to $5,000 for notifying· the 
Board more than five business days after beginning practice in California. ln assessing a fine amount, 
'Onsideration shall be given to the factors listed in Section 95.3. 



Section 31. Payment of the Fee 

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

(a) In addition to any other applicable sanction, an individual is s.ubject to a fine of $100 ta.$500. for, the first 
failure to pay the praCtice privilege fe'e within 3o· days' ofthe commencement of the ·practice privilege, including 
attempting to pay with a check that is subsequently dishonored. In assessing a fine amount, consideration shall 
be given to the factors listed in Section 95.3. 

(b) In addition to any other ap~licable sanction, an individual is subject to a fine of $2,50 to $1 ,OQO far any 
· subsequent occurrence of failure to pay the practice privilege fee within 30 days, including attempting to· -pay·. 

with a check that is subsequently dishonored. In assessing a fine amount, consideration shall be given to the 
factors listed 1n Section 95.3. 

{c) In addition to the fines described in this Section and any other applicable sanction; an individual is also 
subject to an administrative suspension for failure to pay the fee, including attempting to pay with a check that 
is subsequently dishonored. This administrative suspension shall remain in effect until the Board gives its 
approval for the individual to resume practice and shall not extend the term of the practice privilege. 

Section 32. Board Approval Required 

(a) An individual submitting a Notification Form pursuant to Section 28 who has any of the conditions listed in 
subsection (c) of this Section may not commence practice under a practice privilege without prior approval of 
the Board. 

(b) A holder of a praCtice priVilege who acquires any of the conditions listed in subsectiol'l .. ! . 

(c) of this Section durihg the term of the practice privilege shall cease practicing immediately ar1d .shall not 

begin practicing again without prior approval of the Board. 


(c) Conditions teqwlrir'lg· Boartl approval·to·practice t:m.der apractice privile.ge: 

{1) The •individual is co·nvicted of acrime other th'an· a·minor traffio-Yiolatlon; 

(2) The iridiviCluaflias ·h'ad a revocationi suspension, denial, surrender, or 0the·r c:lisciplinet.011 sanction .r· . 


involving any license or other authority to practice any profession in California or in any othenstate or foreign 

country or to practice before any state, federal, or local court or agency, or the Public Company Aocmmting 

Oversight Board (PCAOB), except for the following occurrences: , . 


(A) An action by a state board of accountancy in which the only sanction was a requirement that the 

individual complete specified continuing education courses. 


(B) The revocation of a license or other authority to practice public accountancy, other than the license 

identified in Item 3 of the Qualification Requirements on the Notification Form, solely because of failure to. 

complete continuing education or failure to renew. 


{3) The individual is the subject of an investigation, inquiry, or proceeding by or before a state, federal, or 

local court or agency (including the PCAOB) involving his or her professional.conduot. 


(4) The inGiividual held a practice privilege in California that expired wh.ile under administrative suspension :or 
with an unpaid fine. 

(5) The individual has failed to respond to the satisfaction of the Board to a request for information·from the 

Board regarding a matter related to a current or prior practice privilege. 


(6) The individual has been notified ·by the Board that prior Board approval is required before practice under 

a new practice privilege may commence. 


(7) The individual has had a judgment or arbitration award in an amount of $30,000 or greater entered 

against him or her in a ciyil matter involving the professional conduct of the individual. 




_ Section 33. Changes to Information on the Notification 
·•. 

(a) An individual shall report in writing to the Board changes in the information reported on the Notification 

Form within 30 days of the change. 


(b) In addition to any other applicable sanctions, an individual is subject to a fine of $250 to $5,000 for failure 
to comply with the requirements of this Section. In assessing a fine amount, consideration shall be given to the 
factors listed in Section 95.3. 

Section 34. Response to Board Inquiry 

(a) In addition to any other applicable sanction, failure to comply with the obligation to respond to Board 

inquiry pursuant to Section 5096(e)(5) could. result in one or more of the following: 


(1) Issuance of a fine of $250 to $5,000; 
(2) An administrative suspension of a current practice privilege pursuant to Business and Professions Code 

Section 5096.4; or 
(3) The requirement to obtain the approval of the Board before commencing to practice under a future 


practice privilege. 

(b) In assessing a fine amount, consideration shall be given to the factors listed in Section 95.3. 

Section 35. Continuing Education Requirement 

An individual practicing under a practice privilege shall meet the continuing education requirements of the 

state of licensure identified in Item 3 of the Qualification Requirements on the Notification Form. 


Section 35.1. Notice of Intent to Administratively Suspend 

(a) Prior to the issuance of an Administrative Suspension Order pursuant to Business and Professions Code 
Section 5096.4, the Executive Officer may issue to the holder of a practice privilege a Notice of Intent to 
Administratively Suspend. The Notice of Intent to Administratively Suspend shall be in writing and shall be 
mailed to the practice privilege holder's address of record. 

(b) The Notice of Intent to Administratively Suspend shall include a description of the contents of the 

Administrative SuspensiOn Order pursuant to subdivision (c) of Section 5096.4. 


(c) The Notice of Intent to Administratively Suspend shall provide the holder with a specified period of time in 
which to respond in writing by showing cause to the Executive Officer why the Administrative Suspension 
Order should not be issued. 

(d) The Executive Officer shall determine whether or not the Administrative Suspension Order shall be issued 
and shall so inform the practice privilege holder in writing. 



Attachment 4 

Business and Professions Code, Division 3, Chapter 1, Article 3 

5054. Exception for Certain Tax Preparers 

(a) Notwithstanding any other provision of this chapter, an individual or firm holding a 
valid and current license, certificate, or permit to practice public accountancy from 
another state may prepare tax returns for natural persons who are California residents 
or estate tax returns for the estates of natural persons who were clients at the time of 
death without obtaining a permit to practice public accountancy issued by the board 
under this chapter or a practice privilege pursuant to Article 5.1 (commencing with 
Section 5096) 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 prf3pared 
pursuant to subdivision (a). 



Attachment 5 · 

NAS~ 
National Associ;0nof State Boards of Accountancy
---------·--·---···-·"­

+ 150 Fourth Avenue North • Suite 1300 + Nashville, TN 37219 • Tel615-880-4200 • 

September 17, 2008 

ANNOUNCING THREE NEWALD PARTICIPATING STATES 

Dear State Board Chairs, Presidents, and Executive Directors: 

As you know, Nl>...SBA appointed a new Accountancy Licensee Database (AID) Task Force this 
past .April. The Task Force has been busy contacting state boards of accountancy to determine how 
it might help state boards overcome any obstacles they may face in participating in the ALD. l:..,s 
these contacts have taken place many boards have indicated their enthusiasm for participating in the 
ALD and three have fonnally been added to the database- Montana, South Carolina and 
Washington. They join the original pilot states (LA.., MO, OK, TN, & IX) and the other states who 
have joined prior to the TaskForce being formed (AK, AR, ID, IN, KS, NM, NV,PR, WV &WY). 
This brings the active total to 18 states. In addition, 9 more states (CA, CO, IA, MA., :MD, NE, 1\.TY, 
OH, & SD) have committed to participate but have some last minute issues (for example, data 
trans.fer method) that are being resolved. This brings to 27 the total number of state boards who 
have either started feeding licensee data to the ALD or committed to doing so as soon as they can. 

The primary purpose of this communication is to recognize the three most recent states to join the 
AID and the other 24 states who joined earlier or have committed to join. The secondary purpose 
is to encourage the other state boards to help us reach our goal of 100% participation. We do not 
believe there are any legal, technical, privacy or other issues that cannot be overcome to bring every 
state board onto the ALD. The Task Force has established a Strategy Strike Force to contact every 
state board. Viki Windfeldt (NV) chairs that group, which also includes Heidi Patterson (IA) and 
Rick Sweeney (JIA) and is staffed by Linda Biek If you have not yet been contacted by one of 
them, please reach out to any one of them. We are prepared to provide the legal, technical or 
whatever type of help you need. We will gladly make a presentation at one of your board meetings. 

Thank you in advance for helping create an important tool that will put accountancy regulators at 
the forefront of prof~ssional regulation and ahead of their peers in other professions. 

Sincerely, 

~"!:'{~ 


Dan Sweetwood Joseph T. Cote, t7A 
Chair, ALD TaskForce Executive Vice President & COO 
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Attachment 6 

· February 6, 2008 

Donald .A.. Driftmier 
President, California Board of Accountancy 
2000 Evergreen Street, Suite 250, 
Sacramento, CA 9581 5-3832 

RE: Proposed Practice Privilege Policy - OPPOSE 

Dear Board ?resident Driftmier: 

As you know, the Department of Cor:lsumer Atfair.s..and. ~ regulatory ..agencieJ;> ar:e principally charged by 
statute with 'promoting constJmer protectiol. As the. Department Director, I take this obligation very 
seriously. 

The Department of C.onsum~r Affairs (Department) must respectfully oppose the California .Board of 
Accountancy's (CBA) proposed revisions to the Business and Professions Code proposed· at the November 
2007 meeting of the C~A's Committee on .Professionai.Conduct, in regards to the Board's practice privilege 
policy, also known as cross border· practice: · · · 

The Department is seripusly concerned about movin!;j__ tp a "no notifi.cafion" practice privilege policy in 
California. By removing the notification ·requirement fQr:· out-of-state licensees the CBA will have no way of 
knowing who and how many out-of~tate licensees are· practicing in California. The Department fears that 
this policy could encourage unqualified individuals to practice as CPAs in California and lead to a -decline· in 
consumer protection. · · 

Should you have any questions regarding pur p:Jsition, please contact me at (91 6) 574-8200 . 

.cc: Antonette Sorrick, Deputy Director Bqard Relations 
i!CaT.rWS[gman, Executive..:Officer; . .:Boar:c3 .of.Accountar-n::;y 
Angela Chi, Accountancy Board .Member .­
David Swartz, Accountancy Board Memb.:;r 
Jonald Driftimier, Accountancy Board iVi:;mber 
Lenora Taylor, Accountancy Board Jv1emb:;r 

!..aiV1anna, Accountancy Board JV1ember 
· Lorraine Hariton, Accountancy Board Member -. 



Manuel Ramirez, Accountancy Board Member 
Marshal Oldman, /',ccountancy Board Member 
Richard Charney, Accountancy Board lvlember 
Robert Petersen, Accountancy Board Member 
Rudy Bermudez, Accountancy Board lvlember 
Sarah Anderson, Accountancy Board Member 
Stuart Waldman, Accountancy Board Member 
William 1\/iacAioney, Accountancy Board Member 
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January 10, 2008 

Donald A. Drifunier, CPA, President 

California Board of Accountancy 

2000 Evergreen Street, Suite 250 

Sacramento, California 95815-3832 


Via: US Mail & Facsimile (916) 263-3675 

RE: Om-of-State Residems and rhe Practice of.Accountancy in California 

Dear lvf.r. Driftmier: 

It :is my undcrs1anding that rhe Board will be sponsoring legislation to eliminate the 
requirement that out-of-state residents/accounTants n01i:fy rhe Board ofrheir inten110 
practice accountancy in California, thereby, foreclosing the Board's ability to affirm the 
competence, honesty, and qualifications of om-of-state CPAs before they provide 
services 10 Californians. In 2005, the Board .supponed AB 1868 (Bennudez) whic11 was 
sponsored by the California Socjety of Certified Publjc Accoumants. The imen1 of your 
tLUTent proposal seems somewhat similar tO AB 1868. 

AB 1868 caused much con..-~Using and conflicting debate and discussaon about the proper 
oversight needed for ou1-of-state accounta..Dcy including tax services. As you know, this 
issue has been very comroversjaL To avoid such continued controversy and to facilitale a· 
debate bas.ed on fac1:s, it is criTical, thaT as the Board .sponsors such legislation, the Board 
also provides Ihe dala necessary by which to consider that legislation. 

Your proposal comemplates relia..11ce on regulators and disclosure policies of other s1a1es 
to guarantee rhe honesty, compeience, and integrity of rhose c.laiming to be CP As prior to 
rbsw providing viral acc01mting services in California. Therefore, the author of this 
legislation and the Board, as sponsor, should providt the following: 
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1. 	 A comprehensive repori, preferably prepared by the Califorriia Research Bureau 
(or other independent research body), to include all of the following: 

>- An analysis of accountancy disciplinary starures and systems of the other 
states including, but not limited to, their statutory standards for discipline, 
the]r record of enforcement over the previous five years, and Their 
resources, all in and of themselves and as compared to those of California. 

> A report of the Internet disclosure policies and statures of other siates as 
they relate to disclosure ofrhe qualifications, competence, and integrity of 
out-of-state licensees. This review should :include, but nm be limited to, an 
assessment ofhow the other stmes' Internet disclosures compare to 
California,s and the ease with which a consumer ·can find such 
infQrrnaTion on the Internet. 

)> 	 A report of what is required by each state's laws and regulatory bodies 
before the state permits a resident of thaT state to practice including an 
assessment of testing, ·education, and other qualifications compared io 
California,s. 

> Data on out sourc-ing of California tax return preparation. This should 
include outsourcing by in state and aut-of-sta1c CPAs and the coUBtries to 
which California tax rerum preparation is outsourced. 

> An analysis of whether current notification requirements (filling out the 
practice privilege fotm and paying a fee ofno more that $100 atmually) 
frust;ra1:e or impede. the willingness ofqualified our-of.-:state CPAs from 
practicing in California. This analysi:s .should include data on ·CPAs who 
have been djssufided frdtn practicing in CaJ1fomia and thereasons Ihey 
have been dissuaded. 

2. A legal analysis by the Attorney Genera] reviewing efficacy and cost of potemial 
enforcement of California laws and oilier states' laws against residents of other 
states. (It is 1rrrponant that this analysis be dane by the Anorney General since it 
is the Attorney General that litigates on the Board's behalf.) This analysis should 
include the following: 

> The ability and cost of the Board TO impair the license ofan oul-of-state 
CPA fTom practicing in Their home state based on 11 violation of California 
law or harm to California consumers. 

)> 	 The ability and cost of the Board t.o pre.vem by state court order, an out-of­
state ciTizen or CPA to practice in California. 

> The ability and cost of a Califomia consumer ro sue in' state court to obtain 
damages for hann ·caused to them by an out-of-state citizen or CPA. 

);> The ability and cost of rl1e Board to designate another s1a1e 's board as an 
agent for service ofprocess on the out-of-state CPA. 
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> 	An ove.rall cosi estimate of an enforcemenT program against out-of-state 
cilizens or CPAs, including lhe costs service of process, fees paid to the 
Anorney General) interviev.ring witnesses, obtaining docu.'!lents, and 
enforcing orders, a.s compared 10 the cost ofrevoking or denying an ou.1­
of-state individual's right to practice in California under existing·law by 
denying the:rn a prac1ice privilege. 

);- Arl analysis oftimeliness; name}y, an analysis of the respective time 
frames by which the Board will be able to defmitively block an out-of­
srate individual's abiiiry to practice in California under the proposal as 
compared to the time frame under current law by denying them a practice 
privilege. 

3. 	 A detailed description ofhow the Board and California consumers will be made 
aware that an out-of-state individual who has been bm11ed under the Board's 
proposaJ may be practicing in California unla-wfully. This is imponam given That 
California families and businesses vr.ill no longer be able to rely on a California 
website to distinguish bervveen Ihose out-of-state individuals who are and are n01: 
allowed 10 practice here. 

4. 	 A lega: ana:Jysis ofthe Board's authority arid the means by which it could 
reconsider relying on another states standards jfanother state changed its starutes 
regarding CPA discipline, qualification, and disclosure in a manner that the Board 
believes 10 insuf-ficiently protect California families and businesses. 

It is my hope mat this infonnation addresses and resolves 1he fol1owing potential 
concerns: 

1. 	 The proposed legislation may impede efforts of the Board and California,s 
consumers to ensure that out-of-stale accountants are duly licensed, have no 
criminal record, or have no record of prior discipline so that harr.rJ. to California 
families and businesses may be avoided in the first place. 

2. 	 It is unclear how !he Board would be able to verify that an om-of state. individual 
perfom1ing tax services for California families and small businesses is acmal!y a 
licensed CPA wiThout the c.UJ.-rent notification requirement. Further, under this 
proposal, Califomiar..s would no longer be able w check a Califorr.cia websil:e 10 

ensure tha1 the ou1-of-sta1e CPA is in good slanding in their home state. 

3. 	 Iris essential for California's licensing .standards and laws 10 be vigorously 
enforced 1o pro1ec1 California families and businesses. 
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4. 	 The overarching backdrop of recent actions against Emon, WorldCom, and Tyco, 
the criminal prosecution of Arthur.Andersen, the recent $1 million fine against 
Delohte & Touche, and the significant fines levied recently against K.PMG, as 
measured against whether there is any evidence thai any individual h~s been 
dissuaded from practicing in California because" of the exisrenee of the practice 
privilege form. 

I am sending this letter now to provide the Board sufficient opportunity to provide these 
materials well in advance of legislative deliberations. Please provide this information to 
my office and to the Senate Business, Professions, and Economic Development 
Committee prior to any legislative hearing~ on this issue. ", 

. Thank you, in advance, for your cooperation on this important matter: Please feel free ro 
contact any of our offices with any questions that you may have about this request. 

Senate President pro Tempore 

DP:mrn 
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Mobility Legislation 

Background: 

At the September 2008 Board meeting, the Board requested that legislation pursuing the goal 
of mobility be crafted for possible sponsorship. 

The proposed language for the bill (see Attachment 1) is a reintroduction of the previously 
approved language that was in last year's AS 24 73 without the portion dealing with the 
elimination of Pathway 1. Alternative language is proposed in Attachment 2, which lays out 
a rough. outline of a study bill to further examine the issue of mobility. This language would 
be amended with assistance from legislative staff to specify who would do the study, as it 
should not be done by the Board staff to eliminate any perception of bias. Further 
amendments would also specify the scope of the study and the financial aspects of the study. 
Finally, the study bill would likely reflect most of the items that were requested in the letter 
sent to the Board by Senate President Pro Tempore Don Perata earlier this year (see 
Attachment 3). 

The benefits of pursuing a study bill are that it shows a good faith effort on the part of the 
Board to handle the issue in a fair manner, in accordance with solid evidence, and following 
the wishes of the Legislature; and the study will provide a guideline upon which to base future 
legislation. The potential negative effect of a study bill is that future legislation regarding this 
topic will be expected to conform to the study. Any deviation will be very closely scrutinized. 

Options: 

While the Board may pursue any options it deems appropriate, in light of the Board's desire 

to be more effective in the legislative process, it is recommended that the Board pursue one 

of the following options: 


Option 1: 

Sponsor legislation using the proposed study bill language knowing that such language will 

become more specific and detailed with the help of legislative staff. If the study bill passes, 

the Board will await the results of the study before any further discussion of mobility. 




Mobility Legislation 
Page2 of 2 

Option 2: 
Do not pursue legislation at this time, but take some time to deliberate past policy decisions 
made with regard to this issue. These·delfberations may or may not result in eventual 
legislation on this issue. Should the Board decide to pursue this option, it should be noted 
that there is an item on the Board's Agenda (XI II.D.I.) that would begin this process. 

Option 3: 
Do not pursue legisfation at this time. Take this issue off of the agenda until such time as the 
Board 'believes the timing is right to pursue appropriate legislation. 

Recommendation: 

Staff recommends pursuing either Option 1 or Option 3 at this tim'e. -bption 1 would send a 
sign,al to the Legislature that the Board is serious about mobility and is willing to listen to 
recommendations from outside sources on the matter. However, Option 1 would also require 
more time. commitments from both the Board and staff. 

Option 3 would allow the Board to pursue· 8.' stu~y bi'U nexfyear alter peer review has been 
passed. However, Option 3 would also push the timeline for mobility bq.ck by another year as 
well: 



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

CALIFORNIA BOARD OF ACCOUNTANCY 
2000 EVERGREEN STREET, SUITE 250 
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Attachment 1 

SECTION I. Section 5035.3 of the Business and· Professions Code is amended to read: 
5035.3. For purposes of subdivision (b) of Section 5050 and Sections 5054 and 5096.12 Sections 

5050.2, 5096.12, and 5096.13 , "firm" includes any entity that is authorized or permitted to practice public 
accountancy as a firm under the laws of another state or country. 

SEC. 2. Section 5050 of the Business and Professions Code is amended to read: 
5050. -tat-- Except as provided in subdivisions (b) and (c) of this section, in subdivision (a) of Section 

5054, and in Section 5096.12 Section 5050.2 , no person shall engage in the practice of public 
accountancy in this state unless the person is the holder of a valid permit to practice public accountancy 
issued by the board or a holder of a practice privilege practicing in this state under cross-border practice 
pursuant to Article 5.1 (commencing with Section 5096). 

(b) Nothing in this chapter shall prohibit a certified public accountant, a public accountant, or a public 
accounting firm lmvfully practicing in another state from temporarily practicing in this state incident to 
practice in another state, provided that an individual providing services under this subdivision may not 
solicit California clients, may not assert or imply that tho individual is licensed to practice public 
accountancy in California, and may not engage in tho development, implementation, or marketing to 

ifornia consumers of any abusive tax avoidance transaction, as defined in subdivision (c) of Section 
-, ~ 753 of the Revenue and Taxation Code. A firm providing services under this subdivision that is not 
registered to practice public accountancy in California may not solicit California clients, may not assort or 
imply that tho firm is licensed to practice public accountancy in California, and may not engage in 
the development, implementation, or marketing to California consumers of any abusive tax avoidance 
transaction, as defined in subdivision (c) of Section 19753 of the Revenue and Taxation Code. This 
subdivision shall become inoperative on January 1 , 2011 . 

(c) Nothing in this chapter shall prohibit a person 'Nho holds a valid and current license, registration, 
certificate, permit, or other authority to practice public accountancy from a foreign country, and lmvfully 
practicing therein, from temporarily engaging in tho practioe of public accountancy in this state incident to 
an engagement in that country, provided that: 

(1) The temporary practice is regulated by the foreign country and is performed under accounting or 
auditing standards of that country. 

(2) Tho person does not hold himself or herself out as being the holder of a valid California permit to 
practice public accountancy or the holder of a practice privilege pursuant to Article 5.1 (commencing vvith 
Section 5096). 

SEC. 3. Section 5050.2 of the Business and Professions Code is amended to read: 
5050.2. (a) Nothing in this chapter shall prohibit a person or firm that holds a valid and current license, 

registration, certificate, permit, or other authority to practice public accountancy from a foreign country, and 
lawfully practicing therein, from temporarily engaging in the practice of public accountancy in this state 
incident to an engagement in that country, provided that the individual or firm: 

(1) Is regulated by the foreign country and is performing the temporary practice in this state under 

·ounting or auditing standards of that country. 


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



(3) Is authorized to practice in another country and does not have an office in this state. 
(4) Shall be deemed to consent to thepersonal, subject matter, and disciplinary jurisdiction of the board 

with respect to any practice under this section. 
(5) Shall cooperate with any board investigation or inquiry and shall timely respond tQ a board 


investigation, inquiry, request, notice, demand, or subpoena for information or documents and timely 

provide to the board the identified information and documents. 


(6) Shall not perform any services in this state that the individual or firm is not legally authorized to 

perform in the country of principal place of business. 

~-·-

(b) The board may revoke, suspend, issue a fine pursuant to Articl-e 6.5 (commencing with Section 5116), 
or revoke, suspend, or otherwise restrict the right to practice in this state or otherwise .discipline ., 
the holder of an authorization to praotioe under subdivision (b) or (o) of 8eotion 5050, subdivision (a) of 
Seotion 5054, or Seotion 5096.12 a person with a license, registration, certificate, permit, or other · 
authority to practice public accountancy from a foreign country for any act that would be a violation of this 
code or grounds for discipline.,against.a licensee or holdpr .of a praotioo privilege , or grounds for · · 
denial of a license or:praotio.o priviJ.ogo underthis code. The provisions of the Administrative Procedwe. 

-·Act, ·iriciudirig,.but not'limitad to, the 9Pmt:nehcement.0f a:disciplifiary proceeding by the filing ,of an . 
ac.qusation by the board shall apply to this sectign. Any person whose authorization to prac~ice. under 
subdivision (b) or (o) of 8eotion 5050, subdivisio·n '(a) of Section 5054, or Seotion 5096.12 has been . 
revoked under this section may apply for reinstatement of the authorization to practice under subdivisfon 
(b) or.(b) of S.eotion 5050, subdjvision (b) of Seotion 5054., or Section 5096.12 not less tha11 one year~after 
the effective date of the board's decision revoking the authorization to practice unless a longer time; not to 
exceed three years, is specified in the board's decision revoking the authorization to practice. · 
-----f9t ' 

(c) The board may administratively suspend the authorization of any person to practice under 
supdl'iidon (o) or' (e) of Seotion 5050, subdivision (a) of Seotion 5054, or Sootion 5'006.12,. ;tf.ils:.$e,c,tion . 
.any act that would be grounds for administrative suspension under Section 5096.4' wtilizing.tpe·pto'pedu.res 
·se(forth in that seqtioq., ... , . .. \ .. . ... , ~ · · · ·-' .'~""' · ·~, · 

SEC. 4. Sectiori. 5054 of the .Busiho§§,~~ncl Professions Code is repealed. . .·. 
5054. '(a) Not•NithstanpillQ an~~"·gthdr.pre'iision of this ot:mpter, ,an individual or firm 14olding a ••;alid: and·· 

ourrent lioenf?e, oertifioate, or permit to praotioe publio aoeountanoy from another state may prepare t~x . 
returns for natural persons 'Nho are Ca!ifcimb. residents or estate tax rot~:Jrns for the estates of nafu~aC · ' 
persons iNhe·were ollents at the time of death ';a.'ithout obtaining a permit to praotioe public aooountanoy 
issued by the board under 'this ohaptor or a praotioe privilege pursuant to Article 5.. 1 (oemmenoing 'Nith 
Seotion 5096) provide~ that tho individual or firm does not physically enter ·California to praotioe puql!~ 
aooountanoy pursuantto Section 5051, does not solioit California olients, and does riot assert or imply 
that the individual or firm is lioensed or registered to praotioe publio aooountanoy in California. . 

(b) The board.r:nay, by regulation, limit tho numberof tax returns that may be prepared pursuant to 

subdivision (a). . 


SEC. 5. Section 5088 of the Business and Professions Code is amended to read: 

5088. -fa)-- Any individual who is the holder of a current and valid license ~ certificate, or permit as a 

certified public accountant issued under the laws of any state and who applies to the I;)Qard for a licen~e as 
a certified public accountant under the provisions of Section 5087 ma'y,. until the 'time the application .for a 
license is granted or denied, practice public accountancy in this state only under -a- the cross~border· · 
practice privilege pursuant to the provisions of Article 5.1 (commencing with Section 5096), except that, 
for purposes of this section, the individual is not disqualified from -a- cross-border practice privilege 
during the period the application is pending by virtue of maintaining an office or principal place of businPc-s, 
or both, in this state. The board may by regulation provide for exemption, oredit, or proration of fees tc 
avoid duplioation of fees. · 

(b) This sootion shall beoome operative on January 1, 2006. 



·SEC. 6. Section 5092 of the Business and Professions Code is amended to read: 
092. (a) To qualify for the certified public accountant license, an applicant who is applying under this 

~ection shall meet the education, examination, and experience requirements specified in subdivisions (b), 
(c), and (d), or otherwise prescribed pursuant to this article. The board may adopt regulations as necessary 
to implement this section. 

(b) An applicant for the certified public accountant license shall present satisfactory evidence that the 
applicant has completed a baccalaureate or higher degree conferred by a college or university, meeting, at 
a minimum, the standards described in Section 5094, the total educational program to include a minimum 
of 24 semester units in accounting subjects and 24 semester units in business related subjects. This 
evidence shall be provided prior to admission to the examination for the certified public accountant license, 
except that an applicant who applied, qualified, and sat for at least two subjects of the examination for the 
certified public accountant license before May 15, 2002, may provide this evidence at the time of 
application for licensure. 

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

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

ctice of public accountancy. 
1e) This section shall remain in effect only until January 1, 2012, and as of that date is repealed, unless a 

later enacted statute, that is enacted before January 1, 2012, deletes or extends that date. 
SEC. 7. Section 5096 of the Business and Professions Code is amended to read: 
5096. (a) An individual whose principal place of business is not in this state and who has a valid and 

current license, certificate, or permit to practice public accountancy from another state may, subject to the 
conditions and limitations in this article, engage in the practice of public accountancy in this state under 
-a- cross-border practice privilege without obtaining a certificate or license under this chapter if the 
individual satisfies one of the following: 

(1) The individual has continually practiced public accountancy as a certified public accountant under a 
valid license , certificate, or permit issued by any state for at least four of the .last 4eft.- 10 years. 

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

(3) The individual possesses education, examination, and experience qualifications for licensure which 
have been determined by the beard to be that are substantially equivalent to this state's qualifications 
under Section 5093. 

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

(c) To obtain a practice privilege under this section, an individuai'Nho meets the requirements of 
subdivision (a), shall do the following: 

' 1 ) In the manner prescribed by board regulation; notify tho board of the individual's intent to practice. 
,d) Pay a fee as provided in Article 8 (commencing with Section 5130). 



(d) Except as otherwise provided by this .article or by board regulation, tho practioe privilege commences 
'Jvhen the individual notifies tho board, provided tho foe is received ey tho board 'Nithin ao days of that date. 
The board ·shall permit the notifioation to be provided electronically. 
-w ' 


(c) An individual who holds a praotice privile§e under this article· practices under cross-border practice 
in this state : . 

(1) Is· subject to the personal and subject matter.jurisdiction ancl disc.ip!inary authority of the bqarq ano 
the courts of this state~ , . l .. 

(2) Shall comply' with the provisions of this chapter, board. regulation,$, and other laws, regLJiations, and 
professional standards applicable to the practice o·f public accountancy by the licensees of this.$tate and to 
any other laws ar:~d regulations applicable to individuals practicing under cross-border practice 
priVilo.ges in this state , except the individual is deemed, solely for the purpos~ of this article, to have 
met the continuing education requirements and ethics examination requirements of this state when ~ 
the individual has met the mmmination and continuing education requirements of t~e state in which·the 
individual holds the valid license, certifiqate.,:·or.permit en 'Nhioh the substantial pquivpJenqy is :based as 
provided in subdivision (a) . ·. . · . . 

(3) Shall not provide publjc accpuntC!,nQY ser:v.ices in this state trorn aJlY ofJioe IG.catHd in this state, except 
as an employee of a firm regist~red in this state. This ,paragraph doG's not apply to public ~ccountancy 
services provided to a clientat,th~ client'S plaOO·Of business or resjdence. ·. 

(4) Is deeme.d to have aRpqinted the regulatory agency of the- .each state that issued the . 
individual's · in which h.f1J5r·sh~"bolds a certificate, license, or_p,<3rmit UJQOn \Vhich qup.stg.ntial·;6quivalenoy 
is based as the individual's agent on whom notices, subpoenas or other process may be served in a:ny 
action or proceeding by the board against the individual; · 

(5) Shall cooperate with any board investigation or inquiry and shall .timely respond-to a board 
investigation, inquiry, request, notice, demand or subpoena for information or documents and timely 
provide to the board the Identified information an,ctfdod.brfiORts: ,··:.·,.}\','{' V·; ~Y:/;{j:;'; 1:·';":: , 0'/. ··~\ ,;~ '' , "· 
.: l6) Shall not perform any services in this state ·udder·cross.-borffleri'p.t§U?ti,c@jh,qf:ib~:or sbe ls:h~t!£?9Ei!l!'y, 
a:ut~orized to perform in his or he.r stat£? o_f principql place of businesi:\·t·"'·~~k!l.' ,~~:;;~1~~~~~i,~?):. :. ,~·t;:;.,: · . ; · · · 
. (t) .A practice prh1ilege ·expires. one year from the date of the noticd,'J:JnJess,,q·sho.rter petjoe is set by 

beard regulation~ · · ··. · ·. · 

-M' .···. , . ·•· .: ... , ,.. , ': ,.
(d) .(1.) No individual may.practic.e under ~·:·cross-border. .praqtice :p.rivilege withoutprior approval of 

the board if the individual has , or acquires at any time during the term or tl=le.praetieeJ3Fi~Ji!e·ge, any 
disqualifying condition under paragraph (2) ·0f this subdivision. · ·· 

(2) Disqualifying conditions include:: .. · .... ,, .· . .•: , · . 
(A) Conviction of any crime otbe'r·thad a.minor traffic violation. 
(B) Revocation, suspension, .denial, surrenc;ler or other discipline or sa:nctions involving any license, 

permit, registration, certificate or other authprity to practice any-professlon in this or any other state or 
foreign country or to practice before any state, federal, or loca:l court or agency, or the Public Company 
Accounting Oversight Board. 

(C) Pendency of any investigation, inquiry or proceeding by or before any state, federal or local court qr 
agency, including, but not limited to, the Public Company Accounting Oversight Board, involvir.~g the 
professional conduct·of the individual. · 

(D) Any judgment or arbitration award against the .individual involving the professional conduct of. the 
individual in the amount of thirty thousand dollars ($30,000) or greater within the last 10 years . 

(E) Any other conditions as specified by the board in regulation. 
(3) The board may adopt regulations exempting specified minor occurrences of the conditions listed ir 

subparagraph (B) of paragraph (2) from being disqualifying conditions under this subdivision. 



(e) An individual who acquires any disqualifying condition described in paragraph (2) of subdivision (d) 
while practicing under cross-border practice in this state shall immediately notify the board in writing of the 

·vre and details of the disqualifying condition. 
vEC. 8. Section 5096.1 of the Business and Professions Code is repealed. 
5096.1. (a) Any individual, not a licensee of this state, v1ho is engaged in any act which is the practice of 

public accountancy in this state, and who has not given notice of intent to practice under practice privileges· 
and paid the fee required pursuant to the provisions of this article, and who has a license, certificate or 
other authority to engage in the practice of public accountancy in any other state, regardless of whether 
active, inactive, suspended, or subject to renm·val on payment of a fee or completion o:f an educational or 
ethics requirement, is: 

(1) Deemed to be practicing public accountancy unlmvfully in this state. 
(2) Subject to the personal and subject matter jurisdiction and disciplinary authority of the board and the 

courts of this state to the same extent as a holder of a valid practice privilege. 
(3) Deemed to have appointed the regulatory agency of the state that issued the individual's certificate or 

license as the individual's agent on 'Nhom notice, subpoenas, or other process may be served in any action 
or proceeding by the board against the individual. 

(b) The board may prospectively deny a practice privilege to any individual who has violated this section 
or implementing regulations or committed any act ·.vhich '.\'ould be grounds for discipline against the holder 
of a practice privilege. 

SEC. 9. Section 5096.2 of the Business and Professions Code is amended to read: 
5096.2. (a) Practice privileges An individual licensed out of state may be denied cross-border 

practice in this state for failure to qualify under or comply with the provisions of this article or implementing 
regulations, or for any act that if committed by an applicant for licensure would be grounds for denial of a 
license under Section 480 or if committed by a licensee would be grounds for discipline under Section 
,. iO, or for any act committed outside of this state that would be a violation if committed within this state. 

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

(1) Notifying the individual in writing of all of the following: 
(A) That the cross-border practice privilege is denied. 
(B) The reasons for denial. 
(C) The earliest date on which the individual is eligible for -a- cross-border practice 

privilege in this state . 
(D) That the The individual has a right to appeal the notice and request a hearing under the provisions 

of the Administrative Procedure Act if a written notice of appeal and request for hearing is made within -9G 
15 days. 

(E) That, if Should the individual -8-oes- not submit a notice of appeal and request for hearing within -9G 
15 days, the board's action set forth in the notice shall become final. 

(2) Filing a statement of issues under the Administrative Procedure Act. 
(c) An individual licensed out of state who had been denied -a- cross-border practice privilege in 

this state may apply petition for a new board approval to practice under cross-border practice 
privilege not less than one year after the effective date of the notice or decision denying41=te- practice 

FJrivilege in this state , unless a longer time period, not to exceed three years, is specified in the notice or 
decision denying -the- practice privilege in this state . 

SEC. I 0. Section 5096.3 of the Business and Professions Code is amended to read: 
5096.3. (a) Practice privileges are The cross-border practice of an individual licensed out of state , 

practicing or who practiced in this state under cross-border practice , may be subject to revocation, 
." ~oension, fines , or other disciplinary sanctions for any conduct that would be grounds for discipline 
~ _ .mst a licensee of the board or for any conduct in violation of this article or regulations implementing this 
artie!e. 



(b) Practice privile.geb are. subject to discipline during. any time period in which they are valid, under 
administrative suspension, or expired. 
~ 

(b) The board may recover its·costs pursuant to Section 5107 as part of any disciplililary -proceeding 
against the holder of a practioe privilege an individual who is licensed in another state. and who is.· 
practicing or, has practiced under cross-border practice in this state .. ... 1. 

'IM\ . --::
--r;:c::t7 , ' • - •' • ' 1.., ' ,. ' • 

..(c) An individual licensed out of state whose cross-border practice. privilege· bas.:b.ee.r;:t•rev_oked~may 
apply for a new practice ..privilege petition for board approval to practice in this state not.le.ss:.;than one 
year after the effective date of the board's decision revoking the individual's cross-border practice 
privilege unless a longer time period, not to exceed three years, is specified in the board's decision. 
revoking -tAe- practice privilege in this state . . , 
--te1 ·.... 

(d) The provisions of the Administrative Procedure Act, including, but not limited to, the commenc:ement 
of a disciplinary proceeding by the filing of an accusation by the boar.d shall apply under this article. . 

(e) If the board takes disciplinary action against an individual licensed if? another state who is practic~ng 
ofpracticed in .this state !Jnder cross:-border practice, .the. board shall notify each s~afe in which the . · 
individual holds a license; certificate, or permit of that action. . ,. 

SEC. 11. Section 5096.4 of the Business and Professions Code Js amended to read: 
5096.4. (a) The right of an individual to practice in this state under a praotide privilege engage. in 

cross-border practice may be administrati'vely suspended .at any time l;>y an order issuJ3d by tbe b.oard or 
its executive officer, without prior notice or hearing, for the purpose of conducting a disciplinary .. 
investigation, proceeding, or inquiry concerning the representations made in the notice, the individU.al.'s 
competence or qualifications to practice under practice privileges cross-border practice , failure to.timely 
respond to a board inquiry or request for information or documents, or under other conditions and 
circumstances provide:d for by board regulation. ..: •' · · ;•;,..;, :.~ 
· (!:>,)_The adt-ninistrative suspension order is im111.ediately ·effeclive when mail89_. to the individual.'s ,actdress 

of-record or agent for notice and s~.rvlceas provit;led Jor Jnthi_s· artiql~-, ,, "·. ..·· ...., . . ·.,· :>:t.~,.. 
(c) The administrative suspension Order:shaWcontaln, tHe·~oiiowjrfgL;;: · . ·'-'·. _.. _,.. _,.,,.;;· .. 
(1) The reason for the suspension. · · ·· ... , .. ·" '". , 
J2) A statement that Jh~ individual has -.the....right, within 3Q ·.ct~ys,:_rto.appeaiJhe ad_rninistr~tive.suspension 

order and request a hearrng. . ·. ·· . · ' · .·.: />. :.:;,.... . 
(3) A statement that any appeal hearing will be conducted under the provisiQns of the Admlnist~ptive 

Procedure Act applicable to individuals who are denied licensure, including the filing of a stat~me.rrt of 
issues by the board setting forth the reasons for the administrative suspension of practice privileges.: .. 
crosS-bc:Jrdet practice and specifying the statutes and rules with which the individual must show 

compliance by producing proof at the hearing and in addition any particular matters that -have. come to the 
attention of the board and that would authorize the administrative suspension, or the denial of. practice. 
privileges cross~bordef practice . · 

(d) The burden is on the holder of tAo suspended .practico privilege individual whose cross-border ,. 
practice is suspended to establish both qualification and. 'fitness to practice under practice privil_egos 
cross-border pract[ce . . . 

(e) The administrative suspension shall continue in effect until terminated by an .order of the- board or the 
executive officer or expiration of :the practio.e privilege under administrative suspension . . ; 

(f) Administrative suspension is not discipline and shall not preclude any individual from applying for a 
license to practice public accountancy in this state or from applying for a ne'N practice privilege upon . 
expiration of the one under administrative suspension, except that the new practice privilege shall net ba 
effective until approved by the board . 

(g) Notwithstanding any administrative suspension, a practice privilege expires one year from the date of 
notice unless a shorter period is set by board regulation. 



----fAt 
. (g) Proceedings to appeal an administrative suspension order may be combined or coordinated with 

ceedings for denial of an individuai1
S authority to engage in cross-border practice or discipline of -a 

r" ctctice privilege an individual who has engaged in cross-border practice . 
SEC. 12. Section 5096.5 of the Business and Professions Code is repealed. 
5096.5. Notwithstanding any other provision of this artiele, an individual may not sign any attest report 

pursuant to a praetiee privilege unless the individual meets the experienee requirements of Section 5095 
and eompletes any eontinuing education or other conditions required by the board regulations 
~mplementing this article. 

SEC. 13. Section 5096.6 of the Business and Professions Code is amended to read: 
5096.6. In addition to the authority otherwise provided for by this code, the board may delegate to the 

executive of-ficer the authority to issue any notice or order provided for in this article and to act on behalf of 
the board, including, but not limited to, issuing a notice of denial of -a- cross-border practice privilege and 
an interim suspension order, subject to the right of the individual licensed in another state to timely appeal 
and request a hearing as provided for in this article. 

SEC. 14. Section 5096.7 of the Business and Professions Code is amended to read: 
5096.7. Except as otherwise provided in this article, the following definitions apply: 
(a) Any·Nhere the term The terms "license," "licensee," "permit/' or "certificate" -+s- as used in this 

chapter or Division 1.5 (commencing with Section 475) --,it- shall include persons holding practice 
privileges , as defined in Section 5035, performing cross-border practice or practicing under an 
alternative firm registration under this article, unless otherwise inconsistent with the provisions 
of the article. 

(b) Any notice of practice privileges under this article and supporting documents is deemed an 
application for licensure for purposes of the provisions of this code, including, but not limited to, the 

"'Visions of this chapter and the provisions of Division 1 .5 (commencing ·.vith Section 475) related to the 
, _.lial, suspension and revoeation of licenses. 

(e) Anywhere the 
(b) The term "employee" ffi- as used in this article -it-shall include, but is not limited to, partners, 

shareholders, and other owners. 
SEC. 15. Section 5096.10 of the Business and Professions Code is amended to read: 
5096.10. The provisions of this article shall only be operative if commeneing July 1, 2005, and 

eontinuing during the period provided in Section 5096.11, there is an appropriation from the Accountancy 
Fund in the annual Budget Act to fund the activities in the article and sufficient hiring authority is granted 
pursuant to a budget change proposal to the board to provide staffing to implement this article. 

SEC. 16. Section 5096.11 of the Business and Professions Code is repealed. 
5096.11. This article shall become operative on January 1, 2006. It shall remain in effect only until 

January 1, 2011, and as of that date is repealed, unless a later enacted statute, whish becomes effective 
on or before January 1, 2011, deletes or extends that date. 

SEC. 17. Section 5096.12 of the Business and Professions Code is amended to read: 
5096.12. (a) l~. certified public An accounting firm that is authorized to practice in another state and 

that does not have an office in this state , as defined in Section 5035.3, or sole proprietor, that performs 
attest services for entities headquartered in this state, may engage in the practice of public accountancy in 
this state through the holder of a practise privilege an alternative firm registration provided that the firm 
or sole proprietor : 

(I) The practice of public accountancy by the firm is limited to Is authorized to practice by the holder 
of the practice privilege in another state and does not have an office in this state . 

1:?) Has one partner, shareholder, or owner who qualifies for cross-border practice in this state, and 
. ;Vides to the board his or her name, state of principal place of business, license number, and firm 
identifying information. 

(2) A firm that engages in practice under this section is 



(3) Is deemed to consent to the personal, subject matter, and disciplinary jurisdiction of the board 

with respect to any practice under this section. 


(4) Shti/1 comply with the provisions of this chapter, boara regulations, and oth.er laws, regulations, an 
professional standards applicable to.the practice ofpublic accouritar:~cy by the licensees ofthis state anL .J 

any other laws and regulations applicable to 'ctoss-border practice.. ' · 
(5) Is deemed to have appointed. the regulatory agency of each state ih wbich.the firm or sole proprietor 


holds a ceitificate, 1icense, or permit as the agent-on whom notices, subpoenas~ or oth'Etr:p.r.oces·s maybe 

s.e!Ved in any action dhprocet§ciing.;by the board against the. firm Dr sole pro{3rietof. · 


(6) Shailcooperate with any board investigation or inquiry and shall timely respond to a ·b.oa~rd 
investigation, inquiry, request; notice, demand, or subpoena for information or documents 'and timely 
provide to the board the identified information and documents. 

· (7) Shall not perform any services in this state under alternative firm registration that the firm:orsole 
proprietor is not legally authorized to perform in its or his or her state of principal place of business. · 

·(b) 11Attest services// include any audit or other engagement to be performed in accordance with the .. 
Statements on Auditing Standards, any examination ofprospective financial information to be performed 
in accordance with the Statements on Standards .for Attestation Engagements, and any engagement tb be 
performed in accordance with the sfamdaras ofthe Public Company Accounting Oversight Board. 
't.4tfest serVices/ for purposes of this article, ·Clo nbt,fnc/ude any review of a financial statement to be 
performecj in accordance with the Statements on Standards forAccounting and ReviewBervJces. 
-tt» . ' 

(c) The board may revoke ~· or su'spend. an alternative firm registration , issue a fine pursuant to " 
Article 6.5 (commencing with Section 5116), or otherwise restrict or discipline the firm or sole proprietor 
for any act that would be grounds for discipline against a holder of a praotiee privilege thr.ougF.t 1/v'hioh the 
firm praotioes licensee or grounds for denial of a license , 

(c) This section shall become inoperative on January 1, 2011, and as of that date is repealed: · · 
..SEC. 18. Section 5096.13 of the Business an'd Professions Code is repealed. . 

· 6096.13. Tho notificati.dn of intent to practice under a praotice pri'iilege pursuant to ··SeotfeR 5@96 shall 
'indlude tho name ot t!tlcilirrn~ Us adEiross and telephone number, and its federal 'taxpayer idontifleatioA 
number.'· ' ,. ' ' ':,, ;, ' ·;,.' '. .. - ' .. . ' ' '• ·:· ' 

SEC. 19.. Section -so96.0

1"3 i:s--a~aed to the Bu'sin-~ss ar~d Professions Code, to -read: . 
5096.13. (a) An accounting firm; :as defined :in Section 5035.3, ·.. o.r,sole propriet0rtbat performs .nonattest 

services for entities headquartered in this state may:er:tgage lr:J tl:le :practice of public' a6countar~cy in .this 
state without any form of firm registration pro'llideo that tlie firm or sole proprietor:. . . 

(I) Is authorized to practice -in another state and does not have an office in this state. 
(2) Is deemed to consent to the personal, subject matter, and disciplinary jurisdiction .of the board with 

respect to any practice under this -section. - · 
(3) Shall comply with the provisions of this chapter, board regulations, and other laws, regulations, and 

professional standards applicable to the practice of public accountancy by the licensees of this state and to 
any other laws and regulations applicable to individuals practicing .under cross-border· practice. 

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

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

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

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



SEC. 20. Section 5096.14 of the Business and Professions Code is repealed. 
· 5096.1 4. The board shall amend Section 30 of Article 4 of Division 1 of Title 16 of tho California Code of 

;~ulations to extend tho current "safe harbor" period from December 31,2007, to December 31, 2010. 
"""EC. 21. Section 5096.15 of the Business and Professions Code is repealed. 
5096.15. It is the intent of the Legislature that the board adopt regulations providing for a lower fee or no 

fee for out of state accountants 'Nho do not sign attest reports for California clients under the practice 
privilege. These regulations shall ensure that the practice privilege program is adequately funded. Those 
regulations shall be adopted as emergency regulations in accordance with Chapter 3.5 (commencing v,•ith 
Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code and, for purposes of that chapter, 
the adoption of the regulations shall be considered by the Office of Administrative La'J'.' to be necessary for 
tho immediate preservation of the public peace, health and safety, and generai'Nelfare. 

SEC. 22. Section 5109 of the Business and Professions Code is amended to read: 
5109. The expiration, cancellation, forfeiture, or suspension of a license , practice, privilege, or other 

authority to practice public accountancy by operation of law or by order or decision of the board or a court 
O'f law, or the voluntary surrender of a license by a licensee shall not deprive the board of jurisdiction to 
commence or proceed with any investigation of or action or disciplinary proceeding against the licensee, or 
to render a decision suspending or revoking the license. 

SEC. 23. Section 5116.6 of the Business and Professions Code is amended to read: 
5116.6. Anywhere the term "licensee" is used in the article it shall include certified public accountants, 

public accountants, partnerships, corporations, holders of practice privileges individuals licensed out of 
state practicing in this state under cross-border practice', holders of alternative firm registrations , other 
persons licensed, registered, or otherwise authorized to practice public accountancy under this chapter, 
and persons who are in violation of any provision of Article 5.1 (commencing with Section 5096). 

SEC. 24. Section 5134 of the Business and Professions Code is amended to read: 
-134. The amount of fees prescribed by this chapter is as follows: 
,.::1.) The tee to be charged to each applicant for the certified public accountant examination shall be fixed 

by the board at an amount not to exceed six hundred dollars ($600). The board may charge a 
reexamination fee not to exceed seventy-five dollars ($75) for each part that is subject to reexamination. 

(b) The fee to be charged to out-of-state candidates for the certified public accountant examination shall 
be fixed by the board at an amount not to exceed six hundred dollars ($600) per candidate. 

(c) The application fee to be charged to each applicant for issuance of a certified public accountant 
certificate shall be fixed by the board at an amount not to exceed two hundred fifty dollars ($250). 

(d) The application foe to be charged to each applicant for issuance of a certified public accountant 
certificate by waiver of examination shall be 'fixed by tl1e board at an amount not to exceed two hundred 
fifty dollars ($250). 

(e) The fee to be charged to each applicant for registration as a partnership or professional corporation 
shall be fixed by the board at an amount not to exceed two hundred fifty dollars ($250). 

(f) The board shall fix the biennial renewal fee so that, together with the estimated amount from revenue 
other than that generated by subdivisions (a) to (e), inclusive, the reserve balance in the board's contingent 
fund shall be equal to approximately nine months of annual authorized expenditures. Any increase in the 
renewal fee shall be made by regulation upon a determination by the board that additional moneys are 
required to fund authorized expenditures and maintain the board's contingent fund reserve balance equal 
to nine months of estimated annual authorized expenditures in the fiscal year in which the expenditures will 
occur. The biennial fee for the renewal of each of the permits to engage in the practice of public 
accountancy specified in Section 5070 shall not exceed two hundred fifty dollars ($250). 

(g) The delinquency fee shall be 50 percent of the accrued renewal fee. _ 

ql) The initial permit fee is an amount equal to the renewal fee in effect on the last regular renewal date 


.Jre the date on which the permit is issued, except that, if the permit is issued one year or less before it 
will expire, then the initi$1 permit fee is an amount equal to 50 percent of the renewal fee in effect on the 



last regular renewal date before the date on which the permit is issued. The board .. may, by regulation, 
provideforthe waiver or refund of the initiaLpermit.fee where the permit is issued less than 45 days· 
before the date on which itw.ill expire. , 

(i) ("1) On and after the enactment of J\ss.embly .Bill 1868 :of the 2005 06J~egular ·Sessi.on, .t@e annual k 
'to bd .charged an individual for a practico privilege pursuant te Section 5096 'Nith an authorization to sign 
attest reports shall.he fixed by the board at an amount not to exeoed one hundred ·tw.enty fi'v~e dollars 
($125).. . . . ,.. 

. (2) On and after"dhaotr=nent.of 1\ssembJy Bill t868 oUbe 2005 O.Q R.e.gulad;ossion, the anr;;1uaiJoo .to. e.e 
oharg.ad· an individtml for a practise privile§e pursuant to SootieR 5096 'Nithout an authorization to ·sign 
'attest reports shall. be fi)(ed by tho board at aA amount not to m<oeeEI 80 percent of the fee autl=::lorized. . 
under paragraph (1 ). 
---Bt 

(i) The fee to be charged for the certification of documents evidencing passage of the certifieo public 
accountant examination, the certification ofdocuments evidencing the grades received on the certified" 
public accountant examination, or the certification of documents evidencing licensure shall be twenty-five 
dollars ($25); , . : 

IV\ , , ~ .· ·t"j , , 
~ .... 

OJ The board shall fix the fees in accordance with the limits of this s'eCtion and, 'On and after Ju[y 1, 
1.990, any increase in· a feeJixed;by tile board shall be pursuant to regulation duly adopted by the·boa,rc;l in 
accordance with tbo limits of this.section. 
-EJt, .'. " . . . "' . ... . . .. '· '·"·'·'"''· . 

(k) It is the intent of the Legislature that, to ease entry into the public accounting p-rofession in California, 
any administrative cost to the board r~lated to the certified public accountant examination or.issua.lllce of 
the certified public accountant certificate that exceeds the maximum fees authorized by this s.ection:.$hall 
be covered by the fees charged for the biennial renewal of the permit to practice. 
:.. .SEC.' 25. No re-imbursement is-required by this act pursuant to Section 6 of Article XIII 8 bfth~;~q:lifq. 
C?n9titution because the only costs that may be incurred by a local agency or school district will b~i . , .. , 
ihcurred because this p.ct·creates a new crime or infraction, eliminates a crime or infraction, or :c~~I'JQo? Jhe 
.P$.nalty for a crime ·O~ .infraction, within the meanjrig of Section 17556 of the Gov~rnnient.CodEf,.:Qrchp,nges 

· the definition of a crime'witbir:l the me-q.ning of S:ec·~ior;r6 of Article XIII B. of ~h.e Galifqrnia Qonstitu_tjon. ;. 
' .-. 

. ~ ' .. ' ·,~' ; ~~ ,­ '.. 

t~: 

. y.' ·): ,' ·' ~I . " ' ):.' '. <\ 'I~ \••. , c• ·' 
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STA1E OF CALIFORNIA STA1E AND CONSUMER SERVICES AGENCY ARi"'OLD SCHWARZENEGGER. Govemor 

CALIFORNIA BOARD OF ACCOUNT ANCV 
TATE C:F CALtFORNIA 2000 EVERGREEN STREET, SUITE 250 

SACRAMENTO, CA 95815·3832 

TELEPHONE: (91 6) 263-3680 

FACSIMILE: (916) 263-3675 


DEPARTMENT OF CONSUMER AFFAIRS WEB ADDRESS: http://www.dca.ca.gov/cba 

Attachment 2 

(a) The Board shall conduct a study related to the options by which out of state accountants may more 
freely practice in California while maintaining board oversight of their practice within the state. The 
purpose of the study is to determine the best course to pursue cross-border practice while 
maintaining vital consumer protections provided by board oversight. The results from the study 
will be used to determine how the Legislature should proceed. 

(b) The board shall report its findings and recommendations to the Legislature no later than October 1, 
2010. 

(c) The sum of fifty thousand dollars ($50,000) is hereby appropriated from the 
Accountancy Fund to fund the studies in Subdivision (a). 
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Attachment 3 

Janua·y 10, 2008 

Donald _.t...•• Driftmjer, CPA, ?resjdent 

Califorrria Board of Accou.-1tancy 

2000 Ever!!reen Street, Suile 250 

Sacramento, California 95815-3832 


Via: US Jv.Lail & Facsimile (916) 263-3675 

RE: Our-of-State R::sidems and !he PracTice of Accountancy in California 

Deru Mr. Drifimier: 

It :is my understanding that the Board will be sponsoring legislation to eliminate the 
requirement tha:t out-of-state residents/accouma.TJ.ts noTify rhe Board of their intent to 
practice accm:mtancy in California, thereby, foreclosing the Board's ability to affirm tl1e. 
competence, honesty, and qualificarjons of out-of-state CPAs before they provide 
seTVices lo California.t"1S. In 2005, the Board supponed AB 1868 (Bennudez) whicl1 was 
sponsored by the California Society of Certified Public Accountants. The intent of your 
cu..'Tent proposal seems somewhat similar r.o AB 1868. 

,A.B 1868 caused much confusing and conflicting debate and discussion about the proper 
oversight needed for ow-of-state accountancy including tax services. As you know, this 
issue has been very controversial. To avoid .such continued controversy a..11d to facilita1e a 
debate bas.ed on faces, it is critical, that as the Board .sponsors such legislation, the Board 
also provides Ihe d.ala necessary by which to consider that 1egislation. 

Your propo;al comemp1ares relia.."1ce on regulators and disclosure policies of other states 
to g-:.Elr-antee Ibe honesty, compe1ence, and integrity of rho.se claiming to be CP As prior to 
rhsJJJ providi.Dg \'ita: accoLmting .services in California. Therefore, the author of thi.s 
legislanon and the Board, as spo:nsor, should provide the following: 
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L 	 A comprehensive rep on, preferably ptepared by the California Research Bureau 
(or other independent rese'arch body), to include all of the follov..ring: 

> 	An analysis of accountancy disciplinary starures and systems of the other 
states including, but not limhed to, their statutory standards for discipline, 
the:ir record of enforcemenl over the previous five years, and 'their 
resources, all in and of themselves and as compared to those of California. 

> 	A report of the Internet disclosure polic.ies ·and statmcs of other siares as 
they relate to disclosure ofl:he qualificatior;g;.<. c;or.r,tpetel).,c~. and integrity of 
out-of-state licensees. This review shou1q in:c11lde, but not be limht;d to, an 
assessment ofhow the other stales' Interne.r:dis~f~sure.s ~ompltre to 
California's and the ease ~th which a coru~er can find ·su~h ' . 
information on the Internet. .. . .. , . , 

? 	 A report of what is required by each state's laws and regUlatory bodies 
be:fote the state pewits a r~~ide.nt pf that Slat~ to practic~ in~lwding an 
ass'essment of testing, ·education, ~d oilier qualificatio·ns·~~mpai~tf to':.: 
California's. 

> Data on out sourcing of California tax return preparatio.n. This should 
include outsourcing by in state and out-of-state CPAs ana i:he countries to 

. which California tax. rerum preparation is outsourced~ . . . 
of wl:r~ther:ciirrerit rioti.!l.cai'ion ieq.tiirem~gts:c;anbl~rr diit tne 

,wl7ivitege fotm arrd paying'.afee ofn~ more 11ili:t .$'1~0 "')ly). 
·;Wl1lmgp.ess of.q;Ua.},ifj.ecl.ortr~:pf'-'State . , . ''N· 

'1i~.@.~~j~si~.sli0Uicf1ndude ~U on 'cP)~~s who 
pt~ctici!lg in California and the feaso~ns·'~J1ey . 

2. A legal analysis by the Attorney General re;vie~ring..£rfficaGy·and coS't,-ofpotemial 
· enforcement of California laws and other statd·;:laws agair.st tesjBents ofoth~t 
states. (Iris imponant that this analysis be do;'e 'b/ the -i?-'lJ:omey ·oenerar:$1nce it 
is the Attorney Geneml that litigares on the Board's be.half) This a.TJ.alysis should 
include the follGlWing; · , . 

> The abilhy 'and.cost ofthe Board 1~ .iio.pair tbe license of .an out-of-staie 
CPA fTom practicing in the~r horne state bas.ed on a violation of California 
law or harr.n·to California c:,on'sumers. . 

}> 	 The abilit;r.andcCOSl of th~ Board to prevent by stale court order, an out-of­
state citizen orCPA 1o pracri~e in Cali;fornla. 

> The abiliry and cost of a Calif~mi~ coY,.:Sillner ro sile in state couri to obrain 
darnnges for hann' caused ID them by an out-of-state citizen or CPA. 

> The ability and cost ofrhe Board to designate another state's board as an 
agent for service of process on the out-of-siale CPA. 
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> 	.An overall cost estimate of an enforcemem: program agai11st out-of-state 
citizens or CPAs, including the coslS of service of process, fees paid IO rhe 
Anorney General, interviev.l]ng v.ritnesses, obiaining documents, ru1d 
enforcing orders, as compared 1.0 the cost of revoking or denying a.Tl. oul­
of-state individual's right to practice in California u..TJder existing ·law by 
denyi..""lg them a practice privilege. 

r 	 .An analysis of timeliness; namely, an analysis of the respective rime 
frames by which Lhe Board v.,.;JJ be able to defi.c'lirively block an out-of­
.srate individual's ability TO practice in California under t..l}e proposa: as 
compared to tl1e time :frame under currem law by de11ying them a prac1ice 
privilege. 

3. 	 A detc.iled description of how lhe Board and California consu..-rners will ~e made 
aware !hat an out-of-state individual who has been banned under !be Board's 
proposal may be practicing in C:alifomia unlawfully. This is impon&"~.I given that 
California families and businesses will no longer be able to rely on a California 
website to distinguish berween those am-.of-sta.te individuals who are a.r:1d are not 
allowed to pracri:::e bere. 

4. 	 A legal anajysis of the Board's authority arid the means by which it could 
reconsider relying on another state's standards if another state changed its statutes 
regarding CPA discipline, qualification., and disclosure in a manner that the Board 
believes I a insufficiently pro~ect California families and businesses. 

It is my hope rbat this information addresses and resolves the following potential 
concerns: 

1. 	 The proposed legislation may impede efforts of the Board and California's 
consumers to ensure that om-of-stale accow"1la!lts are duly licensed, have no 
crirnmal record, or have no record of prior discipline so that harm to California 
frunilies and businesses may be avoided in the first place. 

2. 	 It is unclear how t.~ Board wou.ld be able to verify that an om-of state individual 
performing ta:>: services for California families and small businesses is actually a 
licensed CPA without the cu:r1 e.ni: notification requirement.. Further, under this 
proposal, Califomia.:."'l.S would no iong~r be able to check a California website to 
ensure that the ou1-of-.s:ate CPA is in good standing in their borne state. 

3. 	 Ir is essential for California' .s licensing sr.a.n.dards and l.a.ws to be vigorously 
enforced to pr01ecr Califomia fa..<1rilies EL11d businesses. 



Jan-10-20~8 !2:34pm From-SENATE POLICY UNIT 	 ~lb 44~ H.:!!lb 

Donald A Drifrmier, CPA, President 
January 10, 2008 

Page 4 

4. 	 The ove.rarching backdrop:of recent actions against ?nr6n, WorldCorn, and Tyco, 
the crimbal prosocuti.on.of Arthur Apdersen, the rec~~t $1 million fine against 
Delaine & Touche, and the significant fines levied recently agninsi KPMG, as 
measured against whether there is any evidence that any individual has been 
dissuaded from practic.ing in California because of the exisrenc.e of lhe practice 
privilege form. 

I am sending this letter now to provide the Board sufficiem opportunity to provide these 
materials well ·in .a.dvance of legislati;ve P..eliberatioifS.. Please, provide this information to 
my office and to the Senate Business, Professions, and 'Economic Development 
Committee prior to any legislative hearing~ on this issue. · 

Thank you, ·in advance, for your co.operatio'n" on this 'impoi:{~tmatter. Please feel [Tee ro 
cont?ct any,ofour offices -wiTh any questi~nsthat"you m~y bi:'e about this fequesr. 
\,... ,·~;· 	 ~·. ' ,-l • ~.;:·, 

( 
' ' h I, 	 ,;~ ; 
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