PRI OR PRI NTER S NOS. 3197, 3485 PRINTER S NO. 3709

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2381 *%%”

| NTRODUCED BY MESSRS. BENNETT, PRENDERGAST, SHELTON, RI EGER
BUTERA, MRS. CRAWFORD AND MR, HEPFORD, MNAY 12, 1976

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
SEPTEMBER 21, 1976

OCO~NOUITARWNE

AN ACT
Reenacting and anmendi ng the act of May 26, 1947 (P.L. 318,

No. 140), entitled "An act relating to the public practice of
certified public accountants; providing for the certification
of persons desiring to practice and the listing of persons
engaged in practicing as certified public accountants, and
for the suspension and revocation of such certificates,
subject to appeal and for their reinstatenent; prescribing
the powers and duties of the State Board of Exam ners of
Publ i c Accountants and the Departnent of Public Instruction;
provi di ng for ownership of working papers; defining unlawf ul
acts and acts not unlawful; providing penalties, and
repeal i ng existing |l aws. "

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. The title and section 1, act of May 26, 1947

(P.L.318, No.140), known as "The C.P. A Law," are reenacted and

anended to read:

AN ACT

Relating to the public practice of certified public accountants;

providing for the certification of persons desiring to

practice, the reqgistrations of public accountants, requiring

continuing education for registrants, and the listing of
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persons engaged in practicing as certified public accountants

and public accountants, and for the suspension and revocation

of such certificates, subject to appeal and for their
rei nstatenent; prescribing the powers and duties of the State

Board of Exam ners of Public Accountants and the [ Depart nment

of Public Instruction] Departnent of State; providing for

owner shi p of working papers; defining unlawful acts and acts

not unlawful; providing penalties, and repealing existing

| aws.

Section 1. Short Title.--This act shall be known and may be
cited as "The C. P. A Law. "

Section 2. Seetions—2—3—3-31—4—5-anrd6 SECTION 2 of the <—
act, anmended Decenber 30, 1974 (P.L.1122, No.362), are IS <—
reenacted and anmended to read:

Section 2. Definitions.--The foll owi ng words and phrases
when used in this act shall have the neanings ascribed to them
in this section:

[(1)] "Board" The State Board of Exam ners of Public
Accountants as constituted by The Adm nistrative Code of 1929
and its anmendnents.

"Certified public accountant” Persons to whoma certificate

of certified public accountant has been i ssued under "The C. P

A. Law' and partnershi ps, professional corporati ons or

pr of essi onal associ ati ons, conposed of certified public

accountants, which if engaged in the practice of public

accounting, are reqistered and are holders of live pernits as

herei n provi ded.

"Corporations" Professional corporati ons and prof essi onal

associ ati ons as defined by the act of July 9, 1970 (P.L. 461,

No. 160), known as the "Professional Corporation Law " and the
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act of Auqust 7, 1961 (P.L.941, No.416), known as the

"Pr of essi onal Associ ati on Act," and any anendnents thereof.

[(2)] "Departnent” The Conm ssioner of Professional and
Cccupational Affairs in the Departnent of State of this
Commonweal th as constituted by The Admi nistrative Code of 1929
and its anmendnents.

"I n good standi ng" The hol der of a certificate of certified

public accountant, reqgistration or pernit which is not revoked

or suspended or the holder of a reqgistration or pernmt issued to

a public accountant reqi stered under this act which is not

revoked or suspended.

"Masculine ternms" shall al so include the femnm nine.

"Public accountant" Persons who are qualified and accepted

for registration in accordance with this act and partnershi ps,

pr of essi onal corporati ons or professional associ ati ons engaged

in practice as public accountants which are reqgi stered and are

hol ders of live permts as herein provided.

SECTION 3. THE ACT IS AMENDED BY ADDI NG SECTI ONS TO READ
SECTION 2.1. STATE BOARD OF EXAM NERS COF PUBLIC

ACCOUNTANTS. - - THE STATE BOARD OF EXAM NERS OF PUBLI C ACCOUNTANTS

SHALL CONSI ST OF TEN MEMBERS, ONE OF VWHOM SHALL BE THE

COW SSI ONER OF PROFESSI ONAL AND OCCUPATI ONAL_AFFAI RS IN THE

DEPARTMENT OF STATE AND THE NI NE RENVAI NI NG MEMBERS SHALL BE

APPO NTED BY THE GOVERNOR AS FOLLOWE:

(1) SIX MEMBERS SHALL BE CERTI FI ED PUBLI C ACCOUNTANTS VWHO

HAVE HELD CERTI FI CATES OF CERTI FI ED PUBLI C ACCOUNTANT | SSUED BY

TH S COMVONVEALTH FOR AT LEAST TEN YEARS | MVEDI ATELY PRECEDI NG

THEI R APPO NTMENT, ALL OF WHOM ARE HOLDERS OF LIVE PERM TS AS

REQUI RED UNDER THI S ACT _AND FOUR OF VWHOM HAVE BEEN ACTI VELY

ENGAGED I N THE PRACTI CE OF PUBLI C ACCOUNTI NG AS THEI R PRI NCI PAL

19760H2381B3709 - 3 -
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OCCUPATI ON AT THE TI ME OF THEI R APPO NTMENT. TWO MEMBERS SHALL

BE_APPO NTED FROM THE EASTERN PART OF THE STATE, TWO FROM THE

WESTERN PART, AND TWO FROM THE CENTRAL PART. NO MEMBER OF THE

BOARD SHALL BE A TEACHER OR I NSTRUCTOR I'N ANY COACH NG SCHOOL

VH CH HAS AS I TS PRI MARY PURPOSE PREPARATI ON FOR THE EXAM NATI ON

UNDER THI S ACT OR ANY PERSON WHO HAS A FI NANCI AL | NTEREST I N

SUCH COACHI NG SCHOOL. THE GOVERNOR MAY APPO NT_MEMBERS TO THE

BOARD FROM A LI ST OF QUALI FI ED PERSONS SUBM TTED TO H M BY THE

COUNCI L_OF THE PENNSYLVANI A | NSTI TUTE OF CERTI FI ED PUBLI C

ACCOUNTANTS.

(2)  ONE MEMBER SHALL BE A PERSON REPRESENTI NG THE PUBLI C AT

LARGE. SUCH PUBLI C MEMBER SHALL NOT_BE AFFI LI ATED I N ANY MANNER

WTH THE PROFESSI ON AND SHALL NOT HOLD PUBLI C OFFI CE DURI NG THE

TERM OF MEMBERSHI P ON THE BOARD.

(3)  TWO MEMBERS SHALL BE PUBLI C ACCOUNTANTS REQ STERED UNDER

TH' S ACT WHO MAY BE APPO NTED BY THE GOVERNOR FROM A LI ST OF

QUALI FI ED PERSONS SUBM TTED TO H' M BY THE PENNSYLVAN A SOCI ETY

OF PUBLI C ACCOUNTANTS.

(4) THE PRESENT CONFI RMED MEMBERS OF THE EXI STI NG BOARD, AS

OF THE EFFECTI VE DATE OF TH S ACT, SHALL CONTINUE TO SERVE AS

BOARD MEMBERS UNTI L THEIR PRESENT TERMS OF OFFI CE EXPI RE.

(5) THE TERVS OF THE MEMBERS OF THE BOARD SHALL BE FOUR

YEARS FROM THE RESPECTI VE DATES OF THEI R APPO NTMVENT. NO BOARD

VEMBER SHALL SERVE MORE THAN TWO CONSECUTI VE FOUR- YEAR TERMS AND

SHALL NOT BE ELI G BLE FOR REAPPO NTMENT UNTIL AFTER FOUR YEARS

HAVE ELAPSED.

(6) SIX MEMBERS OF THE BOARD SHALL CONSTI TUTE A QUORUM THE

BOARD SHALL SELECT, FROM AMONG THEI R NUMBER, A CHAI RVMAN, AND

SHALL ELECT A SECRETARY VWHO NEED NOT_BE A MEMBER OF THE BOARD.

SECTION 2.2. PUBLIC ACCOUNTANTS' ADVI SORY COW TTEE. - - (A

19760H2381B3709 - 4 -
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THERE |S HEREBY CREATED A PUBLI C ACCOUNTANTS' _ADVI SORY COW TTEE

TO CONSI ST_COF FI VE MEMBERS TO BE _APPO NTED BY THE GOVERNOR.

VEMBERS FI RST_APPO NTED SHALL BE APPO NTED FOR INITIALLY

STAGGERED TERMS, TWO MEMBERS TO SERVE FOR ONE_YEAR, TWO MEMBERS

TO SERVE FOR TWO YEARS, AND ONE MEMBER TO SERVE FOR THREE YEARS.

THEREAFTER, MEMBERS SHALL BE APPO NTED FOR TERMS OF THREE YEARS.

UPON EXPI RATION OF A TERM OF OFFICE, A MEMBER SHALL CONTI NUE TO

SERVE UNTIL H' S SUCCESSOR SHALL HAVE BEEN APPO NTED AND SHALL

HAVE QUALI FI ED. MEMBERS SHALL NOT_ SERVE FOR MORE THAN TWO

CONSECUTI VE FULL THREE YEAR TERMS AND SHALL NOT_BE ELI G BLE FOR

REAPPO NTVENT_UNTI L AFTER THREE YEARS HAVE ELAPSED.

(B) MEMBERS OF THE ADVI SORY COWM TTEE FI RST APPO NTED SHALL

BE QUALI FI ED TO BE REG STERED AS PUBLI C ACCOUNTANTS PURSUANT TO

TH' S ACT. SUCCESSOR MEMBERS OF THE ADVI SORY COWM TTEE SHALL BE

REG STERED PURSUANT TO THI S ACT AS PUBLI C ACCOUNTANTS. THE

GOVERNOR NMAY _APPO NT_MEMBERS TO THE COWM TTEE FROM A LI ST OF

QUALI FI ED PERSONS SUBM TTED TO H' M BY THE PENNSYLVAN A SOCI ETY

OF PUBLI C ACCOUNTANTS.

(€ THREE MEMBERS OF THE COWM TTEE SHALL CONSTI TUTE A

QUORUM _THE COWM TTEE SHALL SELECT, FROM AMONG THEI R NUMBER, A

CHAI RVAN VWHO SHALL CONDUCT MEETI NGS OF THE COWM TTEE.

(D) THE COW TTEE SHALL ADVI SE_ AND AID THE BOARD I N MATTERS

VH CH WOULD AFFECT PUBLI C ACCOUNTANTS. THE COVM TTEE NAY

RECEI VE, REVI EW AND RECOVMEND TO THE BOARD FOR REG STRATION AS A

PUBLI C ACCOUNTANT, SUCH APPLI CANTS AS MAY BE QUALI FI ED PURSUANT

TO THE ACT. THE COW TTEE SHALL RECOMVEND TO THE BOARD COURSES,

VEETI NGS, OR CONFERENCES TO FULFILL THE REQUI REMENTS OF

CONTI NUI NG EDUCATI ON FOR PUBLI C ACCOUNTANTS.

SECTION 4. SECTIONS 3, 3.1, 4, 5 AND 6 OF THE ACT, AMENDED
DECEMBER 30, 1974 (P.L.1122, NO 362), ARE REENACTED AND AMENDED
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TO READ

Section 3. GCeneral Powers of the Board.--The Board shal
have the power:

(1) To provide for and to regul ate the issuance of
certificates and issue a certificate of certified public
accountant to any person (a) who neets the general
qgual i fications and educati on and experience requirenents
provi ded herein and who passes the exam nation required by the
board, or (b) who neets the requirenents for the issuance of a
certificate by reciprocity.

(2) To provide for and to regulate registration and permts
to practice as provided herein.

(3) To prescribe the subject, manner, tinme and pl ace of
exam nation for the certificate of certified public accountant:
Provi ded, That an exam nation shall be held at |least twice in
each cal endar year, and sinultaneously in at |east two counties
of the Commonweal th, and shall be a witten exam nation in
general accounting, theory of accounts, accounting practice,
audi ti ng and such other subjects as the board shall determne to
be appropriate. The board may make such use of all or any part
of the Uniform Certified Public Accountants' exam nation and/or
Advi sory Grading service of the Anmerican Institute of Certified
Public Accountants as it deens appropriate to assist in
performng its duties hereunder.

(4) To keep a roster showi ng the nanes and the pl aces of
busi ness of persons to whomthe certificate of certified public
accountant has been issued under this act and under prior |aws
and [of persons, professional corporations or professional
associations] all others registered [under this act and of al

persons, professional corporations or professional associations]

19760H2381B3709 - 6 -
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or holding permts under this act. The departnment shall publish
such roster biennially in booklet formand shall mail copies
thereof to all permt holders listed and shall furnish the sane
to ot hers upon request.

(5) To suspend for a fixed termor revoke the certificate
and permt of any certified public accountant or the
registration and permt of [a person or professional corporation

or professional association] all others registered under this

act or to censure the holder of such certificate, registration
or permt as provided for in this act.

(6) To collect fees as provided for in this act and to
submt annually, to the departnent an estimate of the financi al
requi renents of the board for its adm nistrative, investigative,
| egal and m scel | aneous expenses.

(7) To arrange for assistance in the performance of its
duties, and to adm nister and enforce the | aws of the
Commonweal th relating to registration of and practice by

certified public accountants, and all others registered or

hol ding permts under this act and to instruct and require its

agents to seek an injunction, or bring a prosecution for a
viol ation of this act.

(8) To keep mnutes and records of all its transactions and
proceedi ngs. Copies thereof duly certified by the Secretary of
t he board shall be received as evidence in all courts and
el sewhere.

(9) To beconme a nenber of the National Association of State
Boards of Accountancy, or a simlar organization, and pay such
dues as sai d association shall establish and send del egates to
the neetings of the association and defray their expenses.

(10) [To adopt, pronulgate and enforce such adm nistrative

19760H2381B3709 - 7 -
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rul es and regul ati ons not inconsistent with this act, or other
acts, as are necessary and proper to carry into effect the

provisions of this act.] To adopt, pronul gate and enforce such

rules and requl ati ons consi stent with the provisions of this act

establ i shing requi renents of continuing educati on to be net by

certified public accountants, public accountants and foreign

accountants regi stered under this act as a condition for renewal

of biennial permits to engage in the practice of public

accounting in this Conmpbnweal t h.

(11) To promul gate and anend rul es of professional conduct,

uni formy applicable to certified public accountants, foreign

accountants and public accountants reqi stered under this act,

appropriate to establish and nmaintain a high standard of
integrity and dignity in the profession of public [accountancy]

accounting. The board may, in its discretion, adopt as its rules

of professional conduct the Code of Professional Ethics of the
Pennsyl vania Institute of Certified Public Accountants or any
part thereof.

(12) To adopt, pronul gate and enforce such adm ni strative

rul es and requl ati ons not i nconsistent with this act, or other

acts, as are necessary and proper to carry into effect the

provi sions of this act.

Section 3.1. General Qualifications.--A person shall be
permtted to take the exam nation for the certificate of
certified public accountant and the certificate of certified
publ i c accountant shall be granted by the board to any person
(a) who is a resident of this Cormonwealth, is enrolled in a
coll ege or university in this Comonweal th, or is engaged in
public accounting therein at the tinme he first sits for the

exam nation, and (b) who has attained the age of eighteen years

19760H2381B3709 - 8 -
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and (c) who is of good noral character, and (d) who neets the
requi renents of education and experience as hereinafter provided
and (e) who, with respect to granting a certificate shall have
passed a witten exam nation in general accounting, theory of
accounts, accounting practice, auditing and such other subjects
as the board shall determne to be appropriate.

Section 4. Education and Experience Requirenents.--(a)

Bef ore any person is pernmtted to take the exam nation or is
issued a certificate of certified public accountant, the board
shall be satisfied that he has conplied with the follow ng
requirenents:

(1) Gaduation with a baccal aureate degree froma col |l ege or
uni versity approved at the tine of graduation by Departnent of
Educati on, pursuant to policies and standards promnul gated by the
State Board of Education, or an education which is the
equi val ent thereof, and conpletion of at |east twelve senester
credits in accounting subjects of a content satisfactory to the
board, not necessarily as part of his undergraduate work, and at
| east two years of public accounting experience of a caliber
satisfactory to the board, or

(2) Gaduation with a Master's Degree in Accounting or
Busi ness Adm ni stration or an equi valent Master's Degree froma
col l ege or university approved at the tinme of graduation by
Depart ment of Education, pursuant to policies and standards
pronul gated by the State Board of Education, and conpl etion of
at | east twelve senmester credits in accounting subjects of a
content satisfactory to the board, not necessarily as part of
hi s undergraduate or graduate work, and at |east one year of
publ i c accounting experience of a caliber satisfactory to the

boar d.

19760H2381B3709 - 9 -
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(3) Subject to the general qualifications of section 3.1,
the board nay issue a certificate of certified public accountant
to a person who has qualified for perm ssion to take the
exam nation under section 4(a)(1l) or (2) provided he has passed
the witten exam nation of the board in general accounting,

t heory of accounts, accounting practice, auditing and such ot her
subjects as the board shall determne to be appropriate.

(b) As an alternative to sections 4(a)(1) and (2), a person
may be permitted to take the exam nation w thout neeting the
experience requirenments as provided in sections 4(b)(3) and (4)
hereof, if the board shall be satisfied that he has conplied
with one of the follow ng requirenents:

(1) Gaduation with a baccal aureate degree froma coll ege or
uni versity approved at the tine of graduation by the Depart nent
of Education, or an education which is the equival ent thereof,
and conpl etion of at |east twenty-four senester credits in
accounting subjects of a content satisfactory to the board, not
necessarily as a part of his undergraduate work, or

(2) Gaduation with a Master's Degree or a Doctor's Degree
froma college or university approved at the time of graduation
by the Departnent of Education and conpletion of at |east
twenty-four senmester credits in accounting subjects of a content
satisfactory to the board, not necessarily as part of his
under graduat e or graduate worKk.

(3) Subject to the general qualifications of section 3.1,
the board nay issue a certificate of certified public accountant
to a person who has qualified for perm ssion to take the
exam nation under section 4(b)(1) provided he has passed the
witten exam nation of the board in general accounting, theory

of accounts, accounting practice, auditing and such ot her
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subjects as the board shall determne to be appropriate and,
further provided he has at |east two years of public accounting
experience of a caliber satisfactory to the board.

(4) Subject to the general qualifications of section 3.1,
the board nay issue a certificate of certified public accountant
to a person who has qualified for perm ssion to take the
exam nation under section 4(b)(2) provided he has passed the
witten exam nation of the board in general accounting, theory
of accounts, accounting practice, auditing and such ot her
subjects as the board shall determne to be appropriate, further
provi ded he has at | east one year of public accounting
experience of a caliber satisfactory to the board.

(c) Notwi thstanding the provisions of section 4[(a) and] (b)
above, the board may, in its discretion, permt an applicant to
take the exam nation during the final term senester or quarter
of the school year in which he will graduate, if it is
reasonably expected that he will fulfill the educati onal

requi renents of section 4(b) and receive the required degree:

Provi ded, however, That he nust receive the required degree
within ninety days after the date of the exam nation in order to
fulfill the educational requirenments set forth in [sections 4(a)

and (b)] section 4(b).

(d) Subject to such regulations as the board nmay adopt
governi ng reexam nations, a candidate shall be entitled to
retake the exam nation referred to in sections 4(a)(3), 4(b)(3)
and (4).

(e) Service in the Arned Forces of the United States
subsequent to July 1, 1940, shall be substituted for the
experience requirenments in sections 4(a)(1) and 4(b)(3) above,

on the basis of one nonth's experience credit for each six

19760H2381B3709 - 11 -
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nont hs' service: Provided, That the maxi numcredit for such
service shall be six nonths.

(f) A person who has previously taken the exam nati on under
the provisions of a prior CPA Law of this Commonweal t h shal
continue to be permtted to take the exam nation and receive a
certificate subject to such prior provisions.

Section 5. Certificates Issued by Reciprocity.--Wthout
requiring a witten exam nation the board may, in its
di scretion, issue a certificate of certified public accountant
to a holder of a certificate of certified public accountant then
in full force and effect issued as the result of a witten
exam nation by any other state or political subdivision of the
United States: Provided, That the applicant shall submt
evi dence satisfactory to the board that he possesses the general
qgualifications specified in this act; [and] that he possesses
t he equi val ent of the education and experience requirenents for
i ssuance of a certificate of certified public accountant in this
Commonweal th in effect at the tine he received his origina
certificate under the | aws of such other state or political

subdi vision of the United States or the educati on and experi ence

requi renents in effect in this Conmonwealth at the tinme of

filing his application for a reciprocal certificate; and that he

meets the conti nui ng educati on requi renents specified in section

8.2(b) of this act.

Section 6. Fees.--All fees required under the provisions of
this act shall be fixed by the departnent in accordance with
existing law. Al fees collected under the provisions of this
act shall be received by the departnent and shall be paid into
the State Treasury through the Departnent of Revenue for the use

of the General Fund of the Commopnweal t h.
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Section 3 5. Section 7 of the act, anmended Septenber 2, 1961
(P.L.1165, No.524), is reenacted to read:

Section 7. Status of Existing Certificates Preserved. --Any
person |legally authorized to practice as a certified public
accountant in this Commonwealth at the tine this act takes
effect shall thereafter possess the sane rights and privil eges
as persons to whomcertificates of certified public accountant
shall be issued pursuant to this act, subject, however, to the
power of the board, as provided in this act, to suspend or
revoke the certificate of any such person or censure any such
person for any of the causes set forth in this act and subject
to the power of the board to provide for and to require permts
to practice.

Section 4 6. Sections 8.1 and 8.2 of the act, anmended
Decenber 30, 1974 (P.L.1122, No.362), are anended to read:

Section 8.1. Registration of Foreign Accountants,

Part nershi ps, Professional Corporations, or Professional
Associations.--[(a)] The board may, in its discretion, permt
the registration of any person of good noral character, who is
the holder of a certificate, license or degree in a foreign
country, constituting a recognized qualification for the
practice of public accounting in such country, provided (i) such
country grants a simlar right to practice to certified public
accountants of this Commonweal th, and (ii) the board determ nes
t hat the standards under which the applicant received such
certificate, license or degree are equivalent to the standards
of this act for the issuance of a certificate as a certified
public accountant in this Commonweal th. A person so registered
shall use only the title under which he is permtted to practice

in his owm country, followed by the nane of the country from

19760H2381B3709 - 13 -
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whi ch he received his certificate, |icense or degree.

[(b) A professional corporation or a professional
associ ation organized in this Comonweal th or any other state or
territory of the United States or District of Colunbia, and
engaged in the practice of public accounting in this
Commonweal th as certified public accountants, shall register
with the board and file with the board a copy of its Articles of
I ncorporation, or Articles of Association, and a copy of its
byl aws, and such professional corporation, or professional
association shall at all tines have the foll ow ng
characteristics:

(1) Nane. The nane under which the professional corporation
or professional association renders professional services shal
contain only the nane of the certified public accountant in the
case of a sole practitioner, the names of one or nore of the
present or forner associates or sharehol ders or of partners who
were associated with a predecessor accounting firm No nane of a
pr of essi onal corporation, or professional association shal
i nclude the words certified public accountant, public
accountant, or any abbreviations thereof. |npersonal or
fictitious nanmes, as well as names which indicate a specialty,
are prohibited.

(2) Purpose. The professional corporation, or professional
associ ation shall not provide services that are inconpatible
with the practice of public accounting.

(3) Omership. Al sharehol ders of the professional
corporation or associates of the professional association shal
be persons duly qualified to practice as certified public
accountants in a state or territory of the United States or the

District of Colunbia, and engaged in the practice of public
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accounting. At |east one sharehol der of a professional
corporation nust be a certified public accountant of this
Commonweal t h, and each sharehol der thereof personally engaged
within this Coomonwealth in the practice of public accounting as
a sharehol der thereof, nust be a certified public accountant of
this Cormmonweal th. Each manager in charge of an office of a
prof essional corporation in this Commonweal th nust be a
certified public accountant of this Commonwealth in good
standi ng and the holder of a live permt issued under section
8.2 of this act. At |east one associate of a professional
associ ation nust be a certified public accountant of this
Commonweal th and each associ ate thereof personally engaged
within this Coomonwealth in the practice of public accounting as
an associ ate thereof, nmust be a certified public accountant of
this Cormonweal th. Each manager in charge of an office of a
prof essi onal association in this Commonweal th nust be a
certified public accountant of this Commonwealth in good
standi ng and the holder of a live permt issued under section
section 8.2 of this act. Sharehol ders or associates shall at al
times own their shares or interest in their own right and shal
be the real and beneficial owners of such equity capital or
interest ascribed to them

(4) Retention and Transfer of Shares. In the case of
pr of essi onal corporations, transfer of shares shall be in
accordance with the provisions of the act of July 9, 1970
(P.L.461, No.160), known as the "Professional Corporation Law "
In the case of professional associations, provisions shall be
made requiring any associate who ceases to be eligible to be an
associate to dispose of all of his interest within a reasonabl e

period to a person qualified to be an associate or to the
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association. |If nutual agreenent cannot be reached, and if the
met hod of determining the sale price of the interest of an
associate is not expressed in the articles of association, the
fair value of such interest shall be determ ned by the Anmerican
Arbitration Associ ati on.

(5) Directors and Oficers. The principal executive officer
of a professional corporation shall be a sharehol der and a
director, and to the extent possible, all other directors and
officers shall be certified public accountants. The princi pal
executive officer of a professional association shall be an
associ ate and a governor and, to the extent possible, all other
governors and officers shall be certified public accountants.
Lay directors, governors, and officers shall not exercise any
aut hority what soever over professional matters.

(6) Conduct. The right to practice as a professional
corporation or professional association shall not change the
obligation of its shareholders, directors, officers, associ ates,
or board of governors and ot her enployes to conply with the
rul es of professional conduct promnul gated by the board.

(7) VLiability. In addition to the liability provisions of
the "Professional Corporation Law," the professional corporation
shall carry professional liability insurance or maintain
uni npai red capital in accordance with regul ati ons pronul gated by
the board. In addition to the liability provisions of the act of
August 7, 1961 (P.L.941, No.416), known as the "Professional

Associ ation Act," the professional association shall carry
professional liability insurance or maintain uninpaired capital
in accordance with regul ati ons promul gated by the board.
Liability shall not be limted by the formati on of subsidiary or

affiliated corporations or associations each with its own

19760H2381B3709 - 16 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

l[imted and unrelated liability.]

Section 8.2. Permts to Practice.--(a) Biennial permts to
engage in practice in this Coomonwealth [as certified public
accountants, or to practice as designated in section 8.1 of this
act,] shall be issued by the departnment to (i) holders of the
certificate of certified public accountant issued by this

Commpnweal th, forei gn accountants and public accountants

regi stered under sections 8.1 and 8.7 respectively of this act

who shall have furni shed evi dence satisfactory to the board of

conpliance with the requirenents of subsection (b) of this

section and (ii) [to persons, professional corporations or

pr of essi onal associ ations] partnershi ps and corporations

regi stered under [section 8.1] sections 8.3 to 8.6 of this act.

There shall be a biennial permt fee in an anount to be
determned, fromtinme to tine, by the departnment not to exceed

[ten dollars ($10)] thirty dollars ($30). Pernits to practice

shall expire on the |last day of August of [1974] 1946 1977 and <—
on the last day of August of alternate years thereafter, or on
such ot her biennial expiration dates as the departnent my fi x.
Permits may be renewed, biennially, for a period of two years by
such certificate holders and registrants in good standi ng upon
paynent of the biennial fee. Failure of a certificate hol der or
registrant to apply for such permt to practice within (a) three
years fromthe expiration date of the permt to practice |ast
obt ai ned or renewed, or (b) three years fromthe date upon which
the certificate holder or registrant was granted his certificate
or registration, if no permt was ever issued, shall deprive the
certificate holder or registrant of the right to such permt:

Provi ded, That a certified public accountant or a public

accountant registered under this act who is not engaged in the
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practice of public accounting may request the board, in witing,
to place his nane on the inactive roll and thus protect his
right to obtain a permt at such tinme as he nmay becone engaged
in the practice of public accounting. The board, in its

di scretion, may al so review each case of failure to apply for
such biennial permt and determ ne whether such failure was due
to excusabl e neglect. In such case the renewal fee or the fee
for the issuance of the original permt, as the case may be,
shall be such anpbunt as the departnment shall, fromtinme to tine,
det er m ne.

(b) Effective with respect to biennial pernmts to be issued

for the two-year period begi nni ng Septenber 1, 4980 1981 and for <—

each subsequent period, each certified public accountant, public

accountant and forei gn accountant filing an application for a

pernmit or a renewal thereof to engage in the practice of public

accounting in this Commbpnweal th nmust, during the two-year period

i medi ately preceding a bi ennial date, conplete eighty eredit <—

hours of continui ng educati on, as defi ned by and acceptable to

the board, which shall include a specified nunmber of hours

dealing with accounting, auditing and tax subjects. No carry-

over of credits shall be permtted fromone biennial permt

peri od to anot her.

(c) Failure by an applicant for renewal of his biennial

permit to furni sh evidence of conpl etion of eighty eredit hours <—

of acceptabl e conti nui ng educati on shall constitute grounds for

denial or refusal to renew such permt, unless the board, in its

di scretion, shall determ ne such failure to have been due to

r easonabl e cause.

(d) Inissuing rules, regulations and i ndividual orders in

respect of requirements of continui ng educati on, the board, in
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its discretion, may anong other things, use and rely upon

qui del i nes and pronouncenents of recogni zed educati onal and

pr of essi onal organi zati ons; nmay prescri be for content, duration

and organi zati on of courses; shall take into account the

accessibility of such continui ng education as it may require,

and any i npedi ments to interstate practice of public accounting

which may result fromdi fferences in such requirenents in other

states; and nmay provide for relaxati on or suspensi on of such

requi renents in instances of individual hardship such as for

reasons of health, nmlitary service or other good cause.

Section 5 7. The act is anmended by addi ng sections to read: <—

Secti on 8. 3. Part ner shi ps Conposed Solely of Certified

Publi ¢ Accountants.--A partnership conposed solely of certified

publ i c accountants engaged in this Comrmonweal th in the practice

of public accounting shall, within six (6) nonths after the

enactnent of this act, register with the board as a partnership

of certified public accountants, provided it neets the foll ow ng

requi renents:

(1) At |east one partner thereof nmust be a certified public

accountant of this Commpnweal th in good standi ng and t he hol der

of alive permt issued under section 8.2 of this act, and

(2) Each partner thereof personally engaged within this

Commpnweal th in the practice of public accounti ng as a nenber

thereof (i) nust be a certified public accountant of this

Commpnweal th in good standing and the holder of a live permt

i ssued under section 8.2 of this act, or (ii) nust be a

certified public accountant of sone state or political

subdi vision of the United States in good standi ng and nust have

filed with the board, but not have been refused by the board, an

application for a certificate of certified public accountant of
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this Commonweal th by reciprocity and after havi ng recei ved such

certificate nust have filed for, but not been refused, a permt

under section 8.2 of this act, and

(3) Each partner thereof engaged in the practice of public

accounting in the United States nust be a certified public

accountant of sone state or political subdivision of the United

States in good standi ng, and

(4) Each manager in charge of an office of a partnership in

this Commonweal th nust be a certified public accountant of this

Commpnweal th in good standing and the holder of a live permt

i ssued under section 8.2 of this act.

Section 8.4. Corporati ons Conposed Solely of Certified

Publi ¢ Accountants.--A professional corporation or a

pr of essi onal associ ati on conposed solely of certified public

accountants organi zed in this Commonweal th or any other state or

territory of the United States or District of Col unbia, and

engaged in the practice of public accounting in this

Commpnweal th as certified public accountants, shall reqister

with the board and file with the board a copy of its Articles of

| ncorporation, or Articles of Association, and a copy of its

byl aws, and such professi onal corporati on, or professional

associ ation shall at all tines have the foll ow ng

characteristics:

(1) The nane under which the professional corporation or

pr of essi onal associ ati on renders professi onal services shal

contain only the nane of the certified public accountant in the

case of a sole practitioner, the nanes of one or nore of the

present or forner associ ates or shareholders or of partners who

were associ ated with a predecessor accounting firm No nane of a

pr of essi onal corporati on, or professional associati on shal
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i nclude the words certified public accountant, public

accountant, or any abbrevi ations thereof. | npersonal or

fictitious nanes, as well as nanes which indicate a specialty,

are prohibited.

(2) The professional corporation, or professional

associ ati on shall not provide services that are i nconpati bl e

with the practice of public accounting.

(3) Al sharehol ders of the professional corporation or

associ ates of the professional associati on shall be persons duly

qualified to practice as certified public accountants in a state

or territory of the United States or the District of Col unbia,

and engaged in the practice of public accounting. At | east one

shar ehol der of a professional corporation nust be a certified

public accountant of this Commopbnweal th, and each shar ehol der

t hereof personally engaged within this Commonweal th in the

practi ce of public accounting as a sharehol der thereof, nust be

a certified public accountant of this Commonweal th. Each nmanager

in charge of an office of a professional corporation in this

Commpnweal th nmust be a certified public accountant of this

Commpnweal th in good standing and the holder of a live permt

i ssued under section 8.2 of this act. At | east one associ ate of

a prof essional association nust be a certified public accountant

of this Commponweal th and each associ ate thereof personally

engaged within this Commonwealth in the practice of public

accounting as an associ ate thereof, nust be a certified public

accountant of this Conmbnweal th. Each nmnager in charge of an

office of a professional association in this Commonweal th nust

be a certified public accountant of this Conmpbnwealth in good

standi ng and the holder of a live pernmt issued under section

8.2 of this act. Sharehol ders or associates shall at all tines
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own their shares or interest in their own right and shall be the

real and beneficial owners of such equity capital or interest

ascribed to them

(4) |In the case of professional corporations, transfer of

shares shall be in accordance with the provisions of the act of

July 9, 1970 (P.L.461, No.160), known as the "Professi onal

Corporation Law. " In the case of professional associ ati ons,

provi sions shall be nade requiring any associ ate who ceases to

be eligible to be an associate to di spose of all of his interest

within a reasonabl e period to a person qualified to be an

associate or to the association. |If nutual agreenent cannot be

reached, and if the nethod of determ ning the sale price of the

interest of an associate is not expressed in the Articles of

Associ ation, the fair value of such interest shall be determ ned

by the Anerican Arbitrati on Associ ati on.

(5) The principal executive officer of a professional

corporation shall be a shareholder and a director, and to the

extent possible, all other directors and officers shall be

certified public accountants. The princi pal executive officer of

a professional associati on shall be an associate and a gover nor

and, to the extent possible, all other governors and officers

shall be certified public accountants. Lay directors, governors,

and officers shall not exercise any authority what soever over

pr of essi onal matters.

(6) The right to practice as a professional corporation or

pr of essi onal associ ati on shall not change the obligation of its

sharehol ders, directors, officers, associates, or board of

governors and ot her enployes to conply with the rul es of

pr of essi onal conduct pronul gated by the board.

(7)) In addition to the liability provisions of the
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"Pr of essi onal Corporation Law," the professional corporation

shall carry professional liability i nsurance or nmintain

uni npai red capital in accordance with requl ati ons promnul gat ed by

the board. In addition to the liability provisions of the act of

August 7, 1961 (P.L.941, No.416), known as the "Professional

Associ ati on Act," the professional association shall carry

professional liability i nsurance or mai ntain uni npaired capital

in accordance with requl ati ons pronul gated by the board.

Liability shall not be linited by the formati on of subsidi ary or

affiliated corporati ons or associ ati ons each with its own

limted and unrelated liability.

Secti on 8.5. Part ner shi ps, Conposed of Certified Public

Account ants and Public Accountants or Solely of Public

Account ants. --A partnershi p, conposed of certified public

accountants and public accountants or solely of public

accountants, engaged in this Commonwealth in the practice of

public accounting shall, within six (6) nonths after the

enactnent of this act, register with the board as a partnership

of public accountants provided it neets the foll ow ng

requi renents:

(1) At |east one partner thereof nmust be a certified public

accountant or a public accountant reqi stered under this act, in

good standi ng and the holder of a live pernmt issued under

section 8.2 of this act, and

(2) Each partner thereof personally engaged within this

Commpbnweal th in the practice of public accounti ng as a nenber

thereof (i) nust be a certified public accountant or a public

accountant regi stered under this act, in good standi ng and the

hol der of a live pernmit issued under section 8.2 of this act, or

(ii) nmust be a certified public accountant of sone state or
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political subdivision of the United States in good standi ng and

must have filed with the board, but not have been refused by the

board, an application for certificate of certified public

accountant of this Conmpbnweal th by reciprocity and after having

recei ved such certificate, nust have filed for, but not have

been refused, a permt under section 8.2 of this act, and

(3) Each manager in charge of an office of a partnership in

this Commonweal th nust be a certified public accountant or a

public accountant of this Commpbnwealth i n good standi ng and the

hol der of a live permt issued under section 8.2 of this act.

Section 8.6. Corporati ons, Conposed of Certified Public

Account ants and Public Accountants or Solely of Public

Account ants. --A professional corporation or a professional

associ ati on, conposed of certified public accountants and public

accountants or solely of public accountants, organi zed under the

|l aws of this Commonweal th and engaged in the practice of public

accounting in this Conmmbnweal th as public accountants, shall,

within twelve (12) nonths after the enactnent of this act,

regi ster with the board and file with the board a copy of its

Articles of |Incorporation, or Articles of Association, and a

copy of its bylaws, and such professi onal corporation, or

pr of essi onal associ ation shall at all tines have the foll ow ng

characteristics:

(1) The nane under which the professional corporation or

pr of essi onal associ ati on render professi onal services shal

contain only the nane of the public accountant in the case of a

sol e practitioner, the nanes of one or nore of the present or

former associ ates or sharehol ders or of partners who were

associ ated with a predecessor accounting firm No nane of a

pr of essi onal corporati on, or professional associati on shal
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i nclude the words certified public accountant, public

accountant, or any abbrevi ations thereof. | npersonal or

fictitious nanes, as well as nanes which indicate a specialty,

are prohibited.

(2) The professional corporation or professional association

shall not provide services that are i nconpatible with the

practi ce of public accounting.

(3) Al sharehol ders of the professional corporation or

associ ates of the professional associati on shall be persons duly

qualified to practice as certified public accountants in a state

or territory of the United States or the District of Col unbia,

or as public accountants regi stered under this act, and engaged

in the practice of public accounting. At | east one sharehol der

of a professional corporation nmust be a certified public

accountant, or a public accountant reqi stered under this act and

each sharehol der thereof personally engaged within this

Commpnweal th in the practice of public accounting as a

shar ehol der thereof, nust be a certified public accountant, or a

public accountant reqgi stered under this act. Each manager in

charge of an office of a professional corporation in this

Commpnweal th nmust be a certified public accountant, or a public

accountant regi stered under this act, in good standi ng and the

hol der of a live pernmit issued under section 8.2 of this act. At

| east one associate of a professional association nmust be a

certified public accountant, or a public accountant reqistered

under this act and each associ ate thereof personally engaged

within this Commonwealth in the practice of public accounting as

an associ ate thereof, nust be a certified public accountant, or

a public accountant regi stered under this act. Each nmanager in

charge of an office of a professional association in this
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Commpnweal th nmust be a certified public accountant, or a public

accountant regi stered under this act, in good standi ng and the

hol der of a live permt issued under section 8.2 of this act.

Shar ehol ders or associ ates shall at all tinmes own their shares

of interest in their own right and shall be the real and

beneficial owners of such equity capital or interest ascribed to

(4) |In the case of professional corporations, transfer of

shares shall be in accordance with the provisions of the act of

July 9, 1970 (P.L.461, No.160), known as the "Professional

Corporation Law." In the case of professional associ ati ons,

provi sions shall be nade requiring any associ ate who ceases to

be eligible to be an associate to di spose of all of his interest

within a reasonabl e period to a person qualified to be an

associate or to the association. |If nutual agreenent cannot be

reached, and if the nethod of determ ning the sale price of the

interest of an associate is not expressed in the Articles of

Associ ation, the fair value of such interest shall be determ ned

by the Anerican Arbitrati on Associ ati on.

(5) The principal executive officer of a professional

corporation shall be a shareholder and a director, and to the

extent possible, all other directors and officers shall be

certified public accountants, or public accountants reqi stered

under this act. The princi pal executive officer of a

pr of essi onal associ ati on shall be an associ ate and a gover nor

and, to the extent possible, all other governors and officers

shall be certified public accountants, or public accountants

regi stered under this act. Lay directors, governors, and

officers shall not exerci se any authority what soever over

pr of essi onal matters.
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(6) The right to practice as a professional corporation or

pr of essi onal associ ati on shall not change the obligation of its

sharehol ders, directors, officers, associates, or board of

governors and ot her enployes to conply with the rul es of

pr of essi onal conduct pronul gated by the board.

(7)) |In addition to the liability provisions of the

"Pr of essi onal Corporation Law," the professional corporation

shall carry professional liability i nsurance or nmintain

uni npai red capital in accordance with requl ati ons pronul gat ed by

the board. In addition to the liability provisions of the act of

August 7, 1961 (P.L.941, No.416), known as the "Professional

Associ ati on Act," the professional association shall carry

professional liability i nsurance or mai ntain uni npaired capital

in accordance with requl ati ons pronul gated by the board.

Liability shall not be linited by the formati on of subsidi ary or

affiliated corporati ons or associ ations each with its own

limted and unrelated liability.

Section 8.7. Regi strati on of Public Accountants.--Any person

(i) who is a resident of this Commonweal th or has a pl ace of

busi ness therein, and (ii) who has attai ned the age of ei ghteen

vears, and (iii) who is of good noral character, and (iv) neets

the requirenents of clause (1) or (2) to the satisfaction of the

board as set forth in clause (3) may register with the board as

a public accountant wthin six{6})renthsof the effective date <—
of —this—aet—and not—thereaftter— TWELVE (12) MONTHS FROM <—
PUBLI CATI ON I N THE PENNSYLVANI A BULLETI N OF THE ANNOUNCEMENT

THAT APPL| CATI ON FORMS ARE AVAI LABLE AND NOT THEREAFTER:

(1) Persons who held thensel ves out to the public as public

accountants and who were engaged as principals (as distingui shed

fromenployes) within this Commonweal th (1) at the effective <—
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date of this act in the practice of public accounting as their

princi pal occupation, OR (I1) AT ANY TIME WTH N SI X (6) YEARS <—

PRIOR TO THE EFFECTI VE DATE OF TH S ACT.

(2) Persons serving in the arned forces of the United States

of Anerica at the effective date of this act who i Mmedi atel y

prior to entering such service held thensel ves out to the public

as public accountants and were engaged as principals (as

di sti ngui shed from enpl oyes) within this Commonwealth in the

practi ce of public accounting as their principal occupation. In

the case of any such person, the tine for reqgistrati on shall be

extended for a period of six (6) nonths fromthe tine such

person i s separated fromactive duty with such service.

(3) In order to neet the requirenents of clauses (1) and

(2), the applicant nust furnish the board with evi dence that he,

as a principal (as distinguished froman enpl oye), has held

hinself out to the public as being engaged in the practice of

public accounting as his principal occupati on. anrd-hedid <—

(4) The board shall in each case detern ne whether the

applicant qualified for registration. Any individual who is so

regi stered and who holds a pernmt issued under section 8.2 of

this act shall be styled and known as a "public accountant."
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(5) The departnent shall charge a fee for registration

her eunder.

(6) Persons who have reqi stered as provided in this section

and whose qualifications as set forth in their regi strati on

applications are in conpliance with this section nmay conti nue to

hol d thensel ves out to the public as public accountants and

engage as principals in the practice of public accounting w thin

this Commonweal th and shall not be subject to sections 12, 14,

15, 16 and 16.2 for a period of one (1) year fromthe enactnent

hereof but thereafter shall be subject to the provisions of

sections 12, 14, 15, 16 and 16. 2.

Section 6 8. Section 9 of the act is reenacted and anended <—
to read:

Section 9. Procedure for the Suspension and Revocation of
Certificates; Appeals.--The procedure to be followed in the

suspensi on and revocation of certificates, registrations or

pernmits to practice under this act, censure of certificate

hol ders or registrants, and in appeals taken from actions of the

board shall be that prescribed by the act, approved the fourth
day of June, one thousand nine hundred forty-five (Panphlet Laws
1388), known as the Adm nistrative Agency Law, and its

anmendnents, and any General Rules of Adninistrative Practice and

Procedure pronul gated by the board pursuant to said act.

Section # 9. Sections 9.1 and 9.2 of the act, anended <—

Decenber 30, 1974 (P.L.1122, No.362), are reenacted and anended

to read:
Section 9.1. Revocation or Suspension of Certificate, <—
Regi stration or Permt.--1n accordance with the procedure

referred to in section 9 of this act, the board, [by unani nous

vote] by a two-third's vote of its maxi num aut hori zed nenbership
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as provided by law, or by a mnimmof five affirmati ve votes,

if the nenbership of the board is |less than its authorized

nenbership as provided by |aw, nmay revoke or suspend any

certificate of certified public accountant or the registration

of those registered under [section 8.1] sections 8.1 and 8.7 of

this act, or may revoke, suspend or refuse to renew any perm:t

i ssued under section 8.2(a)(i) of this act, or may censure the

hol der of any such certificate, registration or permt, for any
one or any conbination of the foll ow ng causes:

(1) Fraud or deceit in obtaining a certificate as certified
public accountant or in obtaining registration under this act or
in obtaining a permit to practice under this act.

(2) Dishonesty, fraud or gross negligence in the practice of
publ i ¢ accounti ng.

(3) Violation of any of the provisions of section 12 of this
act .

(4) Violation of a rule of professional conduct promnul gated
by the board under the authority granted by this act.

(5) Pleading guilty, entering a plea of nolo contendere, or
being found guilty of a felony under the |laws of any state or
political subdivision of the United States or of the United
St at es.

(6) Pleading guilty, entering a plea of nolo contendere, or
being found guilty of any crine, an elenment of which is
di shonesty or fraud under the |laws of any state or political
subdi vision of the United States or of the United States.

(7) Cancellation, revocation, suspension or refusal to renew
authority to practice as a certified public accountant,

[ prof essi onal corporation or professional association] public

accountant or foreign accountant by any other state or political
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subdi vi sion of the United States for any cause other than

failure to pay a registration or other fee in such other state

or political subdivision.

(8) Suspension or revocation of the right to practice before
any state or Federal agency.

(10) Failure (1) of a certificate holder or registrant to
obtain a biennial permt under section 8.2 within either (a)
three years fromthe expiration date of the permt to practice
| ast obtained or renewed by said certificate hol der or
registrant, or (b) three years fromthe date upon which the
certificate holder or registrant was granted a certificate or
registration if no permt was ever issued, unless under section
8.2, such failure shall have been excused by the board; or (2)

of a certificate holder or registrant to furni sh evi dence of

sati sfaction of requirenents of continuing educati on as required

by the board under and pursuant to section 8.2 or to neet any

conditions in respect of continui ng educati on which the board

may have ordered in respect of such certificate hol der or

regi strant under that section.

(11) Conduct discreditable to the public accounting
pr of essi on.

Section 9.2. Reinstatenent.--Upon application in witing and
after hearing pursuant to notice, the board may i ssue a new
certificate to a certified public accountant whose certificate
has been revoked, or may permt the re-registration of any
person, [professional corporation, or professional association]

partnership or corporation whose regi stration has been revoked,

or may reissue or nodify the suspension of any permt to
practice which has been revoked or suspended.

Section 8 10. The act is anended by adding a section to <—
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r ead:

Secti on 9. 3. Revocati on or Suspensi on of Partnership or

Corporation Registration or Permt.--In accordance with the

procedure referred to in section 9 of this act, the board shal

revoke the reqgistration and pernit to practice of a partnership

or corporation if at any tine it does not have all the

qual i fications prescribed by the section of this act under which

it qualified for regi strati on.

Section 9 11. Section 10 of the act is reenacted to read: <—
Section 10. Enployes and Assistants.--The departnent shal
assign to the board such agents, clerks, stenographers,
assistants and investigators as may be deened necessary to carry
out and enforce the provisions of this act.
Section 40 12. Sections 11, 11.1, 12, 13, 14, 15 and 16 of <—
t he act, anended Decenber 30, 1974 (P.L.1122, No.362), are
reenacted and anmended to read:
Section 11. Ownership of Wirking Papers.--Al statenents,
records, schedul es, working papers and nenoranda prepared by or
for a certified public accountant, [professional corporation, or

prof essi onal associ ation] public accountant, partnership or

corporation incident to or in the course of professional service

to clients by such certified public accountant, [professional

corporation, or professional association] public accountant,

partnership or corporation, except reports submtted to a

client, shall be and remain the property of such certified
publ i ¢ accountant, [professional corporation, or professional

associ ation] public accountant, partnership or corporation in

t he absence of an express agreenent between the parties to the
contrary. No such statenent, record, schedul e, working paper or

menor andum shall be sold, [or] transferred, or bequeat hed,
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wi t hout the consent of the client or his personal
representative, successor or assignee, to anyone other than one
or nore surviving partners, sharehol ders or associ ates of such

certified public accountant or such public accountant.

Section 11.1. Privileged Comuni cation. --Except by
perm ssion of the client or person or [firmor corporation]

entity engaging himor the heirs, successors or personal

[ prof essi onal corporation, or professional association] public

accountant, partnership or corporation, holding a permt to

practice under this act, or a person enployed by a certified

public accountant, public accountant, partnership, or a director

of or a person enployed by a professional corporation holding a
permt to practice under this act, or an associate of or a
person enpl oyed by a professional association holding a permt
to practice under this act shall not be required to, and shal

not voluntarily, disclose or divulge information of which he may
have becone possessed relative to and in connection with any
prof essional services as a certified public accountant,

[ prof essi onal corporation, or professional association] public

accountant, partnership or corporation. The informati on derived

fromor as the result of such professional services shall be
deened confidential and privileged: Provided, however, That
not hi ng herein shall be taken or construed as prohibiting the

di scl osure of information required to be disclosed by the
standards of the profession in reporting on the exam nation of
financial statenments, or in making disclosures in a court of |aw
or in disciplinary investigations or proceedi nhgs when the

prof essi onal services of the certified public accountant,
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[ prof essi onal corporation, or professional association] public

accountant, partnership or corporation are at issue in an

action, investigation or proceeding in which the certified
publ i ¢ accountant, [professional corporation or professional

associ ation] public accountant, partnership or corporation are

parties.

Section 12. Unlawful Acts.--(a) It is unlawful for any
person (1) to assune or use the title or designation "certified
public accountant,” or the abbreviation "CPA " or any other
title, designation, words, letters, abbreviation, sign, card or
device, tending to indicate that such person is a certified
publ i ¢ accountant unless such person has received, or has been
notified in witing by the board that he has qualified to
receive a certificate of certified public accountant issued by
this Commonweal th, which is not revoked or suspended, or (2) to
assume or use such title, designation or abbreviation in the

practice of public accounting unless he has received or has been

notified in witing that he has qualified to receive a

certificate of certified public accountant by this Commbnweal t h

and unless he also holds a permt issued under section 8.2 of
this act, which is not revoked or suspended, hereinafter
referred to as a "live permt": Provided, That a foreign
accountant who has regi stered under the provisions of section
8.1 of this act, and who holds a live permt issued under
section 8.2 of this act, may use the title under which he is
permtted to practice in his country, followed by the nane of
the country fromwhich he received his certificate, |icense or
degr ee.

(b) It is unlawful for any person to use the title

"certified public accountant," public accountant” or any
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abbreviation thereof, or the letters "CPA" or "PA" by virtue of

any certificate, registration or permt illegally or

fraudul ently obtained by such person, or issued unlawfully or

t hrough any fraudul ent representation or deceit, or m sstatenent
of material fact or fraudul ent conceal nent of a material fact
made or induced or aided or abetted by such person.

(c) It is unlawful for any partnership or corporation to

assume or use the title or designation "certified public

accountant,” or the abbreviation "CPA, " or any other title,
desi gnation, words, letters, abbreviation, sign, card or device,

tending to indicate that such partnership or corporation is

conposed of certified public accountants, unless such
partnership [nmeets all of the follow ng requirenents:

(1) At least one partner thereof nmust be a certified public
accountant of this Comonweal th in good standing and the hol der
of alive permt issued under section 8.2 of this act, and

(2) Each partner thereof personally engaged within this
Commonweal th in the practice of public accounting as a nenber
thereof (i) nust be a certified public accountant of this
Commonweal th in good standing and the holder of a live permt
i ssued under section 8.2 of this act, or (ii) must be a
certified public accountant of some state or political
subdi vi sion of the United States in good standing and nust have
filed with the board, but not have been refused by the board,
application for a certificate of certified public accountant of
this Cormmonweal th by reciprocity, and after having received such
certificate, nust have filed but not have been refused a permt
under section 8.2 of this act;

(3) Each partner thereof must be a certified public

accountant of sone state or political subdivision of the United
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States in good standing, and

(4) Each manager in charge of an office of the firmin this
Commonweal th nmust be a certified public accountant of this
Commonweal th in good standing and the holder of a live permt

i ssued under section 8.2 of this act.] or _corporation is

regi stered as a partnership or corporation of certified public

accountants under sections 8.3 and 8.4 of this act and holds a

live pernmt issued under section 8.2 of this act.

(d) It is unlawful for any person, [professional

corporation, or professional association] partnership or

corporation to sell or offer to sell or fraudulently obtain,

furnish or procure any certificate, registration or permt under
the provisions of this act or cause or aid or abet another
person so to do.

(e) It is unlawful for any person or persons to engage in
the practice of public accounting in this Comobnwealth as a
limted partnership providing for limted liability of the
menbers or partners.

(f) Except as prescribed in subsections (a) and (c), [and
(h),] in respect of certified public accountants, it is unlawf ul
for any person, partnership, [professional corporation, or

prof essi onal association] or corporation to use a title,

including the word "certified" as a part thereof, or any other
title or designation likely to be confused with "certified

public accountant,” or any title or designation inplying or
connoting accreditation by a state or political subdivision of
the United States, for the practice of any type of bookkeepi ng,
accounting, auditing, tax or other professional practice related
thereto, or to use any abbreviation of such title or

desi gnati on.
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(g) It is unlawful for any person to assune or use the title

accountant” in conjunction with nanes indicating or inplying

that there is a partnership or corporation, or in conjunction

with the designation "and Conpany” or "and Co" or a simlar
designation, if there is, in fact, no bona fide partnership or

corporation regi stered under sections 8.3 through 8.6: Provided,

That a sole proprietor or partnership lawfully using such title
or designation in conjunction with such nanmes or designation
prior to Novenber 1, 1961 may continue to do so if he, or it,

ot herwi se conplies with the provisions of this act: And further

provi ded, That any public accountant reqi stered under this act

using the title or designati on public accountant or the

abbreviation "PA" in conjunction with such nanes or desi gnati on

prior to the effective date of this act nay continue to do so if

he otherwi se conplies with the provisions of this act.

(h) [It is unlawful for any professional corporation or
prof essi onal association to use the title or designation
"certified public accountant” or the abbreviation "CPA" or any
other title, designation, words, letters, abbreviation, sign,
card, or device, tending to indicate that such professional
corporation or professional association is conposed of certified
publ i ¢ accountants, unless such professional corporation or
pr of essi onal association is registered under section 8.1 of this
act and holds a live permt issued under section 8.2 of this
act; and, each manager in charge of an office of the firmin
this Coomonwealth is a certified public accountant of this

Commonweal th in good standing and the holder of a live permt

i ssued under section 8.2 of this act.] No person shall sign or

affix a partnership or corporate nane to any opi ni on or
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certificate attesting in any way to the reliability of any

representation or estinmate in regard to any person or

organi zation enbracing (1) financial information or (2) facts

respecting conpliance with conditi ons established by | aw or

contract, including but not limted to, statutes, ordi nances,

requl ati ons, grants, |oans, and appropriati ons, together with

any wordi ng, acconpanyi ng or contai ned in such opini on or

certificate, which indicates that such partnership or

corporation is conposed of or enploys (i) accountants or

auditors or (ii) persons having expert know edge i n accounti ng

or auditing, unless the partnership or corporation holds a live

permt issued under section 8.2 of this act.

(1) It is unlawmful for a certified public accountant,
[ prof essi onal corporation, or professional association] public

accountant, partnership or corporation, engaged in the practice

of public accounting, to use an inpersonal fictitious nane or a
name which indicates a specialty. Firmnanmes may contain the
nanmes of one or nore of the present or fornmer associates or
shar ehol ders or of partners who were associated with a
predecessor accounting firm

(j) It is unlawful for any person to assune or use the title

or desi gnation "public accountant” or the abbrevi ati on "PA" or

any other title, designation, words, letters, abbreviation,

sign, card or device, tending to indicate that such person is a

publ i c accountant, unless such person is registered as a public

accountant under section 8.7 of this act and holds a live permtt

i ssued under section 8.2 of this act, or unless such person has

recei ved, or has been notified in witing by the board that he

has qualified to receive a certificate as certified public

accountant issued by this Commonwealth and holds a |live permt
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i ssued under section 8.2 of this act.

(k) It is unlawful for any partnership or corporation to

assune or use the title or designati on "public accountant" or

t he abbreviati on "PA" or any other title, designati on, words,

|l etters, abbreviation, sign, card or device, tending to i ndicate

t hat such partnership or corporation is conposed of public

accountants, unless such partnership or corporation is

regi stered as a partnership or corporati on of public accountants

under section 8.5 or 8.6 of this act, or as a partnership or

corporation of certified public accountants under section 8.3 or

8.4 of this act and holds a live pernmt issued under section 8.2

of this act; and each nanager in charge of an office of the firm

in this Commonwealth is a certified public accountant or a

public accountant reqgi stered under this act, in good standi ng

and the holder of a live permt issued under section 8.2 of this

act.

(1) 1t is unlawful for any person, partnership or

corporation to assune or use the title or designation "certified

accountant," "chartered accountant," "enroll ed accountant,"

"licensed accountant," "registered accountant," "licensed public

accountant," "reqgi stered public accountant," or "accredited

accountant," or any other title or designation likely to be

confused with "certified public accountant" or "public

accountant," or any of the abbreviations "CA " "EA " "RA " "LA"

"RPA," "LPA " or "AA " or simlar abbreviations likely to be

confused with "CPA": Provided, however, That anyone who hol ds a

live pernmit issued under section 8.2 of this act may hol d

hinself out to the public as an "accountant," "auditor" or

"accountant and auditor": Provided, however, That a foreign

accountant regi stered under section 8.1 of this act and who
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holds a live permt issued under section 8 2 of this act nay use

the title under which he is pernmitted to practice in his own

country, followed by the nane of the country from whi ch he

received his certificate, |license or degree.

(m It is unlawful for any person to sign or affix his nane

or any trade or assuned nane used by himin his profession or

busi ness to any opinion or certificate attesting in any way to

the reliability of any representation or estinmate in regard to

any person or organi zati on enbracing (1) financial infornmation

or (2) facts respecting conpliance with conditi ons established

by law or contract, including, but not linmited to statutes,

ordi nances, requl ations, grants, |oans, and appropriati ons,

together with any wordi ng acconpanyi ng or contai ned in such

opinion or certificate, which indicates (i) that he is an

accountant or auditor, or (ii) that he has expert know edge in

accounting or auditing, unless he holds a live permt issued

under section 8.2 of this act: Provided, however, That the

provi sions of this subsection shall not prohibit any officer,

enpl oye, partner, or principal of any organi zation from affi xi ng

his signature to any statenent or report in reference to the

affairs of said organi zation with any wordi ng desi gnati ng the

position, title, or office which he holds in said organi zati on,

nor shall the provisions of this subsection prohibit any act of

a public official or public enploye in the performance of his

duti es as such.

(n) It is unlawful for any PERSON, partnership or

corporation not holding a live pernmit under section 8.2 of this

act to hold H MSELF OR itself out to the public as an “account™

or "auditor" OR AS AN ACCOUNTANT AND AUDI TOR by use of either er

both—of such—words—or DESI GNATI ON ON any sign, card, |etterhead,
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or in any advertisenent or directory withoutindicatingthereon
I ) I I hi ) | hold
such—a permt: Provided, however, That this subsection shall not

prohi bit any officer, enploye, partner, or principal of any

organi zation from descri bing hinmself by the position, title or

office he holds in such organi zati on, nor shall this subsection

prohi bit any action of a public official or public enploye in

the performance of his duties as such.

(o) It is unlawful for any person, partnership or

corporation to indicate by printed or witten statenent, sign,

card or other device that such person, foreign accountant,

partnership or corporati on holds nenbership in any society,

associ ati on or organi zation of certified public accountants or

publ i c accountants, unless such person holds a valid certificate

of certified public accountant i ssued by this Commonweal th or by

sone state or political subdivision of the United States, is

regi stered as a forei gn accountant under section 8.1 or as a

publ i ¢ accountant under section 8.7, and in the case of a

partnership or corporation, they are reqi stered under sections

8.3 through 8.6 of this act.

(p) The provisions of sections 12, 14, 15, 16 and 16.2 as

they relate to public accountants pernmtted to reqi ster under

section 8.7 and as to partnerships permtted to reqi ster under

sections 8.3 and 8.5 and as to corporations pernitted to

regi ster under section 8.4 and 8.6, the said sections shal

becone effective one (1) yvear fromthe enactnent hereof.

Section 13. Acts Not Unlawful.--(a) Nothing contained in
this act shall prohibit any person not a certified public

accountant or a public accountant reqi stered under this act from

serving as an enploye of or an assistant to a certified public
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accountant, [a professional corporation, or a professional

association] a public accountant, a partnership of certified

publ i c accountants or public accountants or a corporation,

holding a permt to practice issued under section 8.2 of this
act, [a partnership of certified public accountants,] or a
forei gn accountant regi stered under section 8.1 of this act:
Provi ded, That such enpl oye or assistant shall not issue any
accounting or financial statenment over his nane.

(b) Nothing contained in this act shall prohibit a certified
publ i ¢ accountant, [professional corporation, or professional

association,] or partnership or corporation conposed of

certified public accountants of another state or political

subdi vi sion of the United States, or any accountant who holds a
certificate, degree or license in a foreign country constituting
a recogni zed qualification for the practice of public accounting

in such country, and who is concurrently engaged in public

practice in such state, political subdivision or country from

tenporarily practicing in this Comonweal th on professional
business incident to their regular practice outside this
Commonweal t h: Provi ded, That such tenporary practice is
conducted in conformty with the regulations and rul es of
pr of essi onal conduct promul gated by the board.

(c) Persons, partnerships or corporations other than as

defined in this act offering and renderi ng only record keeping <—

BOOKKEEPI NG AND SI M LAR TECHNI CAL services or engaged in the <—

preparation of tax returns are not required to register under

this act and nmay continue to perform such services. SUCH <—

PERSONS, PARTNERSHI PS, OR CORPORATI ONS MAY USE THE TITLE OR

DESI GNATI ON OF " ACCOUNTANT" OR " ACCOUNTANTS. "

Section 14. Injunction Against Unlawful Act.--Wenever [in
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t he unani nous judgnment of all the nmenbers of the board] in the

judgnent of two-thirds of the maxi num aut hori zed nenber shi p of

the board as provided by law, or in the judgment of a m ni num of

five nenbers, if the nenbership of the board is less than its

aut hori zed nenbership as provided by |aw, any person,

[ prof essi onal corporation, or professional association]

partnership or corporation, has engaged or is about to engage in

any acts or practices which constitute or will constitute a
violation of this act the board or its agents may nake
application to the appropriate court for an order enjoining such
acts or practices and, upon a showi ng by the board that such
person, [professional corporation, or professional association]

partnership or corporation has engaged or is about to engage in

any such acts or practices, an injunction, restraining order or
such other order as may be appropriate shall be granted by such
court w thout bond.

Section 15. Single Act Evidence of Practice.--The [wilful]
Wi llful or knowi ng display or uttering by a person,

[ prof essi onal corporation, or professional association]

partnership or corporation of a card, sign, advertisenent or

other printed, engraved or witten instrunment or device bearing
a person's name, or the name of a [professional corporation or

pr of essi onal associ ation] partnership or corporation in

conjunction with the words "certified public accountant™ or

"public accountant™ or any abbreviation thereof or any

designation prohibited by this act, shall be prima facie
evi dence in any prosecution, proceeding or hearing that the

person, [professional corporation, or professional association,]

partnership or corporation whose nanme is so displayed, caused or

procured the display or uttering of such card, sign,
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advertisenment or other printed, engraved, or witten instrunment
or device and that such person, [professional corporation, or

pr of essi onal associ ation] partnership or corporation is holding

hinmself or itself out to be a certified public accountant or a

public accountant. In any prosecution or proceeding under this

act, evidence of the conmm ssion of a single act prohibited by

this act, shall be sufficient to justify an injunction or a

conviction w thout evidence of a general course of conduct.
Section 16. Penalties.--(a) Any person, [professional

corporation, or professional association] partnership or

corporation violating any of the provisions of this act shall be

guilty of a m sdenmeanor and upon conviction thereof shall be
sentenced to pay a fine not exceeding [five hundred dollars

($500)] one thousand dollars ($1,000) or suffer inprisonment not

exceedi ng one (1) year, or both.

(b) The right of the board to suspend and revoke

certificates and permts issued under this act and the right to

censure certificate holders or registrants shall be in addition

to the penalties set forth in this section.
Section 4% 13. Section 16.1 of the act, added Septenber 2, <—
1961 (P.L.1165, No.524), is reenacted to read:
Section 16.1. Construction.--If any provision of this act or
the application thereof to anyone or to any circunstances is
hel d invalid, the renmainder of the act and the application of
such provision to others or other circunstances shall not be
af fect ed t hereby.
Section 42 14. The act is anmended by adding a section to <—
read:

Section 16.2. Audits Limted to Certified Public Accountants

and Public Accountants Regi stered Under This Act.--Wenever any
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statute OR RULES AND REGULATI ONS OR ORDERS OF A DEPARTIMENT, <—

BOARD, AGENCY OR COWM SSI ON heretofore or hereafter enacted OR <—

ADOPTED requires the audit or exam nation of finances, accounts,

financial statenents, books and records or reports of (1) any

departnent, division, board, bureau, office, conm ssion or

agency of this Commonweal th or (2) of any nunicipal authority or

other authority or political subdivision within this

Commpnweal th, or (3) of any corporation, joint stock conpany,

nonprofit corporation, associ ation, cooperative or joint stock

associ ati on or any other business or professional entity or (4)

of any el eenpbsynary institution by a certified public

accountant, public accountant, independent accountant or

audi tor, conpetent public accountant or other person purporting

to have expert know edge of accounti ng and auditi ng, such

requi renent shall be construed to nean certified public

accountant or public accountant reqi stered under this act:

PROVI DED HONEVER, THAT NOTHING IN THI' S SECTI ON SHALL BE <—

CONSTRUED TO AFFECT THE ELIG BILITY OF ANY PERSON TO SERVE AS AN

ELECTED AUDI TOR I N POLI TI CAL_SUBDI VI SI ONS

Section 43 15. Section 17 of the act is reenacted AND <—
AVENDED t o read:

Section 17. Repeals.--The act, approved the twenty-ninth day
of March, one thousand ei ght hundred ni nety-nine (Panphlet Laws
21), entitled "An act to establish a board for the exam nation
of accountants, to provide for the granting of certificates to
accountants, and to provide a punishnent for the violation of

this act,” and its anmendnents are hereby repeal ed.

SECTI ON 421, ACT OF APRIL 9, 1929 (P.L.177, NO 175), KNOMW AS <—

"THE ADM NI STRATIVE CODE OF 1929," 1S REPEALED

Al'l other acts or parts of acts inconsistent herewith are
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1 hereby repeal ed.
2 Section 44 16. Except as heretofore provided, this act shall <—

3 take effect inmediately.
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