HOUSE AMENDED
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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
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| NTRODUCED BY CORMAN, BROWNE, MELLOW BOSCOLA, M VHI TE,

WOZNI AK, GORDNER, ERI CKSON, RAFFERTY, LOGAN, ORI E, FONTANA
MUSTO, O PAKE, ROBBINS, FOLMER, VANCE, D. WH TE, KASUN C
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MAY 4, 2007

AS REPORTED FROM COWM TTEE ON PROFESSI ONAL LI CENSURE, HOUSE OF

REPRESENTATI VES, AS AMENDED, JUNE 25, 2008

OCO~NOUITARWNE

AN ACT

Amendi ng the act of May 26, 1947 (P.L.318, No.140), entitled, as

anended, "An act relating to the practice of public
accounting; providing for the exam nation, education and
experience requirenents for certification of certified public
accountants and for the licensing of certified public
accountants, public accountants and firms; requiring
continui ng education and peer review, providing for the
organi zati on and ownership of firms and for the procedures
and grounds for discipline and reinstatenent of |icensees;
prescri bing the powers and duties of the State Board of
Account ancy and the Departnent of State; providing for

owner ship of working papers and confidentiality; regulating
t he professional responsibility of |icensees; defining

unl awful acts and acts not unlawful; providing penalties; and
repealing existing laws,"™ further providing for definitions,
for State Board of Accountancy, for general powers of the
board, for exam nation and issuance of certificate, for
education requirenments, for experience requirenents;
providing for requirenments for issuance of certificate;
further providing for certificates issued by domestic
reciprocity and for certificates issued by foreign
reciprocity; providing for practice in this Commonweal th by
i ndi vi dual s under substantial equival ency, for practice

out side this Commonweal th under substantial equival ency;
further providing for licenses to practice, for licensing of
firms, for peer review, for grounds for discipline, for
reinstatenent, FOR OAMERSH P OF WORKI NG PAPERS, for unlawfu
acts and for acts not unlawful .

The General Assenbly of the Conmonweal th of Pennsyl vani a
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her eby enacts as foll ows:

Section 1. Section 2, 2.3(a), 3 and 3.1 of the act of My
26, 1947 (P.L.318, No.140), known as the CPA Law, reenacted and
anended Decenber 8, 1976 (P.L.1280, No.286) and anended Decenber
4, 1996 (P.L.851, No.140), are anended to read:

Section 2. Definitions.--The foll ow ng words and phrases
when used in this act shall have the neanings ascribed to them
in this section unless the context clearly indicates otherw se:

"AlCPA." The Anmerican Institute of Certified Public

Account ant s.

"Attest activity." [An exam nation, audit, review,
conpil ation or other agreed-upon procedure with respect to
financial information, together with the issuance of a report
expressing or disclaimng an opinion or other assurance on the

information.] The provision of any of the follow ng financial

statenent services together with the i ssuance of a report

expressi ng or disclainng an opi nion or other assurance on the

i nfornmati on:

(1) an audit or other engagenent perforned i n accordance

with Statenents on Auditing Standards (SAS)

(2) a reviewor conpilation of a financial statenent

perforned i n accordance with Statenents on Standards for

Accounti ng and Revi ew Servi ces ( SSARS)

(3) an engagenent perforned in accordance with Statenents on

St andards for Attestati on Engagenents (SSAE): or <—

(4) AN AUDIT OR OTHER ENGAGEMENT PERFORMED | N ACCORDANCE <—

W TH GOVERNVENT AUDI TI NG STANDARDS | SSUED BY THE COVPTROLLER

GENERAL _OF THE UNI TED STATES; OR

{4 (5) any other engagenent perforned in accordance with <—

attestation standards establi shed by an organi zati on gr ant ed
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authority by statute or requlation to establish attestati on

standards, such as the Anerican Institute of Certified Public

Account ants (Al CPA) or the Public Conpany Accounting Oversi ght

Boar d ( PCAOB)

"Board." The State Board of Accountancy.
"Business unit." A functional group of individuals in a firm
or a sole practitioner performng attest activity.

"Certificate." A certificate as "certified public

accountant" issued under this act or a corresponding right to

practice as certified public accountant issued after exani nation

under the | aw of another jurisdiction.

"Certified public accountant.™ An individual to whom a
certificate [of certified public accountant] has been issued.
[under the laws of this Commonweal th or another state.]

"Client." Any person that agrees orally, in witing or in

electronic formwith a certified public accountant, public

accountant or firmto receive a professional service.

"Conmi ssion.” Conpensation for reconmending or referring a
product or service to be supplied by another person. The term
does not include a referral fee.

"Conpilation." A service perforned in accordance wi th

Statenents on Standards for Accounti ng and Revi ew Servi ces

(SSARS) that presents, in the formof financial statenments,

information that is the representati on of nanagenent or the

owners W thout undertaki ng to express any assurance on the

statenents.

"Departnment."” The Departnent of State acting through the
Commi ssi oner of Professional and Cccupational Affairs.

"Engagenent review." A peer review process whi ch provi des

the reviewer with a reasonable basis for expressing |limted

20070S0838B2247 - 3 -
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assurance that:

(1) the financial statenents or informati on and the rel ated

accountant's report on the accounting, review and attestation

engagenents submtted for review conformw th the requirenents

of professional standards in all nmaterial respects; and

(2) the reviewed firnls docunentati on conforns with the

requi renents of Statenents on Standards for Accounting and

Revi ew Servi ces (SSARS) and Statenents on Standards for

Attestati on Engagenents (SSAE) applicable to those engagenents

in all material respects.

"Equity interest.” Any type of ownership interest in a firm
The termincludes the right to vote with respect to any issue,
whet her or not the right to vote is coupled with an interest in
the profits or assets of the firm

"Exam nation.” The exami nation for the certificate of
certified public accountant provided for in section 3.1(b) of
this act.

"Firm" A qualified association that is a |licensee.

"Hol ding out” or "hold out.”™ Any representation of the fact
that a person, or an individual associated in any way with a
person, holds a certificate of certified public accountant, a
regi stration as a public accountant or a license, made in
connection with the performance of, or an offer to perform
services for the public. A representation shall be deened to
i nclude any oral or witten comunication conveying the fact
that the person or individual holds a certificate, registration
or license, including, without Iimtation, the use of titles or
| egends on | etterheads, business cards, office doors,
advertisenments and listings or the displaying of a certificate,

regi stration or |icense.

20070S0838B2247 - 4 -
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“Internal auditor.”™ An individual within a governnental or
private entity who perforns an audit function that requires the
i ndi vidual to be independent of the activities being audited.
The i ndependence required of an internal auditor does not need
to nmeet the standard of independence required of a certified
publ i ¢ accountant or public accountant.

"Licensee.” An individual certified by or registered with
the board and holding a current |icense to practice under
section 8.2 of this act or a qualified association holding a
current license to practice under section 8.8 of this act. The
term does not include a person on inactive status under section
8.2(a.1) of this act or otherwi se not holding a current |icense.

"NASBA." The National Association of State Boards of

Account ancy.

"PCAOB." The Public Conpany Accounti ng Oversi ght Board.

"Peer review." A study, appraisal or review of one or nore
aspects of the professional work of an individual or firmin the
practice of public accounting to determ ne the degree of
conpliance by the individual or firmw th generally accepted
accounting principles and auditing standards and other generally
accepted technical standards, conducted by persons who hold
current licenses to practice public accounting under the |aws of
t his Cormonweal th or another state and who are not affiliated
with the individual or firm being reviewed.

"Princi pal place of business." The |ocation of the principal

office where a certified public accountant practices public

accounti ng.

"Prof essional services." Services perforned by a certified

publi c accountant, public accountant or firm

(1) as part of the practice of public accounting; or

20070S0838B2247 - 5 -
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(2) that would be part of the practice of public accounting

except that the individual perform ng the services does not hold

out as a certified public accountant or public accountant.

"Public accountant.” An individual who was qualified and
accepted for registration in accordance with former section 8.7
of this act.

"Public accounting." Ofering to performor performng for a
client or potential client:

(1) Attest activity.

(2) Oher [professional] services involving the use of
accounting skills, including, but not limted to, managenent
advi sory or consulting services, business valuations, financial
pl anni ng, preparation of tax returns or furnishing of advice on
tax matters by a person holding out as a certified public
accountant, public accountant or firm

"Qualified association.” An association as defined in 15
Pa.C.S. 8 102 (relating to definitions) that is incorporated or
organi zed under the laws of this Commonweal th or any other state
or foreign jurisdiction if the organic |aw under which the
association is incorporated or organi zed does not afford the
shar ehol ders, partners, nenbers or other owners of equity
interests in the association or the officers, enployes or agents
of the association greater immnity than is available to the
shar ehol ders, officers, enployes or agents of a professional
corporation under 15 Pa.C. S. § 2925 (relating to professional
rel ati onship retained).

"Qualified nonlicensee.” An individual who does not hold a
current license or permt to practice public accounting in this
Commonweal th or any other state or foreign jurisdiction.

"Referral fee." Conpensation paid to a |icensee for

20070S0838B2247 - 6 -
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recommendi ng anot her |icensee to, or referring to another
| icensee, any person for the performance by the other licensee
of public accounting.

"Report." Any opinion, statement or other formof witten
comuni cation that states or inplies assurance as to the
reliability of any financial information or assessnments of the
status or performance of any person and that also inplies or is
acconpani ed by any statenment or inplication that the person
issuing it has special know edge or conpetence in accounting or
auditing. Such a statenment or inplication of special know edge
or conpetence nmay arise fromuse by the issuer of the
comuni cation of names or titles indicating that the issuer or
any individual enployed by or affiliated with it is an
accountant or auditor or may arise fromthe | anguage of the
communi cation itself. The termincludes any form of | anguage
whi ch di scl ai ns an opi ni on when the form of | anguage is
conventionally understood to inply any positive assurance as to
the reliability of the financial information referred to or
speci al conpetence on the part of the person issuing the
| anguage. The term al so i ncl udes any ot her form of | anguage that
is conventionally understood to inply assurance or speci al
know edge or conpetence.

"Statenents on Auditing Standards (SAS)." The Statenents on

Audi ti ng Standards or any sinilar professional standard which

super sedes such statenents.

"Statenents on Standards for Attestati on Engagenents (SSAE)."

The Statenents on Standards for Attestati on Engagenents or any

sim | ar professional standard whi ch supersedes such statenents.

"Statenents on Standards for Accounting and Revi ew Servi ces

(SSARS)." The Statenents on Standards for Accounti ng and Revi ew

20070S0838B2247 - 7 -



1 Services or any simlar professional standard whi ch supersedes
2 such statenents.

3 "Substantial equivalency." The fact that:

4 (1) the education, exam nation and experience requirenents
5 contained in the statutes and regul ati ons of anot her

6 jurisdiction are conparable to or exceed the education,

7 exam nation and experience requirenents contained in this act;
8 or

9 (2) a certified public accountant's education, exam nation
10 and experience qualifications are conparable to or exceed the
11 education, exam nation and experience requirenents contained in
12 this act.

13 "Systemreview." A peer review process which provides the
14 reviewer with a reasonable basis for expressing an opihion on
15 whether, during the year under review

16 (1) the reviewed firmis systemof quality control for its
17 accounting and auditing practice has been designed in accordance
18 wth quality control standards established by the Anerican

19 Institute of Certified Public Accountants; and
20 (2) is being conplied with to provide the firmwth
21 reasonabl e assurance of conform ng with professional standards
22 in all material respects.
23 Section 2.3. State Board of Accountancy.--(a) The State
24 Board of Accountancy shall consist of fifteen nmenbers, one of
25 whom shall be the Comm ssioner of Professional and Occupati onal
26 Affairs in the Departnent of State or a designee, one of whom
27 shall be the Director of the Bureau of Consuner Protection in
28 the Ofice of Attorney General or his designee, and the
29 remaining thirteen of whom shall be appointed by the Governor,

30 subject to the consent of the Senate, as follows:

20070S0838B2247 - 8 -
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(1) [Eight] N ne nenbers shall be certified public
accountants, all of whomare licensees and at |east six of whom
are actively engaged in the practice of public accounting as
their principal occupation at the tinme of their appointnment. Two
of the menbers who are certified public accountants shall be
appointed fromthe eastern part of the State, two fromthe

western part, two fromthe central part, and [two] the renainder

fromany part of the State. At |east two of the nenbers who are
certified public accountants shall be actively engaged at the
time of their appointnent in the practice of public accounting
with firnms that have five or fewer |icensees participating in
the firms practice.

(2) Three nenbers shall be persons who are not affiliated in
any manner with the profession, who shall represent the public
at | arge.

(3) [Two nenbers shall be public accountants who are
| i censees engaged in the practice of public accounting as their
princi pal occupation at the tinme of their appointnent. The
nunber of public accountant nmenbers shall be reduced by one and
t he nunber of certified public accountant nenbers increased by
one when the nunber of public accountants who are |icensees

falls below five hundred for the first tine.] One nenber shal

be a public accountant who is a |licensee engaged in the practice

of public accounting as his or her principal occupation at the

time of appointnent. The [remaining] public accountant mnenber

shall be elimnated and the nunber of certified public
accountant mnenbers increased by one when the nunber of public
accountants who are licensees falls below fifty for the first
time. [A decrease in the nunber of nmenbers of the board who are

required to be public accountants] The elim nation of the public

20070S0838B2247 - 9 -
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accountant nenber as provided in this clause shall not have the

effect of shortening the termof [an incunbent] the incunbent

publ i ¢ account ant menber of the board.

* * %

Section 3. General Powers of the Board.--(a) The Board
shall have the power:

(1) To provide for, regulate and approve the issuance of a
certificate of certified public accountant to any person (a) who
neets the requirenents for the issuance of a certificate in
[section 3.1(e) of] this act; or (b) who neets the requirenents
for the issuance of a certificate by reciprocity in section 5 or
5.1 of this act.

(3) To contract with a professional testing organization for
the preparation and adm nistration of the exam nation, in
accordance with section 812.1(a) of the act of April 9, 1929
(P.L.177, No.175), known as "The Adm nistrative Code of 1929,"
and to establish prior to the adm nistration of each exam nation
an appropriate mni mum passing score, in keeping with the
pur poses of this act.

(4) To keep a record showi ng the nanes and the pl aces of
busi ness of persons to whoma certificate of certified public
accountant has been issued under this act or prior laws and al
ot her persons registered or holding |icenses under this act or
prior laws. The departnent shall furnish copies of such record
to the public upon request and may establish a reasonable fee
for such copies which shall not exceed the cost of reproduction.

(5) To.

(i) revoke, suspend, limt or otherw se restrict the
certificate or license of any certified public accountant or the

registration or |license of any public accountant or the |icense

20070S0838B2247 - 10 -
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of any firmunder this act[, to];

(ii) censure or publicly reprimnd the hol der of any
certificate, registration or license[, to];

(iii) require conpletion of general or a specific nunber of
conti nui ng professional education courses[, to];

(iv) require nore frequent peer review or other renedial
action [and to];

(v) revoke, suspend or linmt the right of a person to

practi ce under section 5.2 or 5.4 of this act;

(vi) censure or publicly repri mand a person practicing under

section 5.2 or 5.4: and

(vii) imnpose civil penalties as provided in section 16 for
viol ation of this act.

(6) To collect fees as provided for in this act and to
submt annually to the departnment an estinmate of the financial
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, to adm nister and enforce the laws of this Conmonweal t h
relating to certification, registration, licensing and practice
by certified public accountants, public accountants and firns
and to instruct and require its agents to seek an injunction, or
bring a prosecution for a violation of this act.

(8) To keep mnutes and records of all its transactions and
proceedi ngs. To the extent required by the act of June 21, 1957
(P.L.390, No.212), referred to as the Right-to-Know Law, the
departnment shall furnish copies of such mnutes and records to
t he public upon request and may establish a reasonable fee for
such copi es which shall not exceed the cost of reproduction.

(9) To becone a nenber of [the National Association of State

20070S0838B2247 - 11 -
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Boards of Accountancy] NASBA, or a simlar organization, and pay
such dues as said association shall establish and to send
menbers of the board and staff as del egates to the neetings of
that association and defray their expenses.

(10) To adopt, promulgate and enforce rules and regul ati ons
consistent with the provisions of this act establishing
requi renents of continuing education and peer review to be net
by certified public accountants, public accountants and firns as
a condition for renewal of biennial |icenses to engage in the
practice of public accounting in this Commonweal th. Such rules
and regul ations shall include, but not be limted to, analysis
of continuing education records by a consultant whose anal ysis
shall cover licensee fornms and records of continuing education
sponsors. The analysis shall be designed to determ ne conpliance
with all continuing education regulations of the board,

i ncludi ng attendance of |icensees, qualifications of sponsors
and qualifications of courses for credit.

(11) To pronmul gate and anend rul es of professional conduct,
uniformy applicable to certified public accountants and public
accountants, appropriate to establish and nmaintain a high
standard of integrity, objectivity and dignity by certified
publ i ¢ accountants, public accountants and firnmns.

(12) To adopt, promrulgate and enforce such adm nistrative
rul es and regul ati ons not inconsistent with this act, or other
acts, as are necessary and proper to carry into effect the
provi sions of this act.

(15) To submt annually to the House and Senate
Appropriations Conmttees, not later than fifteen days after the
Governor has submtted his budget to the General Assenbly, a

copy of the budget request for the upcom ng year that the board

20070S0838B2247 - 12 -
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previously submtted to the departnent.

(16) To engage consultants as nay be deened necessary to
carry out and enforce the provisions of this act.

(b) The board shall not require a photograph as part of an
application for a certificate of certified public accountant.

Section 3.1. |[Exam nation and Issuance of Certificate.--(a)
An individual shall be permitted to take the exami nation for the
certificate of certified public accountant if the individual:

(1) At the tine the individual first sits for the
exam nati on:

(i) 1is a resident of this Conmonwealt h;

(ii) is enrolled in or has graduated froma coll ege or
university in this Commonweal th; or

(ti1) is enployed in this Conmonweal th under the supervision
of a |icensee.

(2) Has attained the age of eighteen years.

(3) |Is of good noral character

(4) Meets the education requirenments of section 4 of this

act.] Exam nation.--

(b) The exam nation shall [be held at | east twice in each
cal endar year and simultaneously in at |east two counties of
this Cormonweal th and shall be a witten exam nation in business
| aw and professional responsibilities, auditing, accounting and
reporting, and financial accounting and reporting.] test the

applicant's know edge and skills required for perfornmance as a

certified public accountant. The exam nation shall include the

subj ect areas of accounting and auditi ng and such rel at ed

know edge and skills as the board may require. The tine and

| ocation for holding the exam nati on shall be determ ned by the

board and may be changed fromtine to tine. The exam nati on nay

20070S0838B2247 - 13 -
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be administered in either witten or conputerized form The

board may use all parts of the Uniform Certified Public
Account ants' exam nation and [ Advi sory Grading Service of the
American Institute of Certified Public Accountants] designated

grading service of the AICPA to assist in performng its duties

her eunder .

(c) Subject to such regulations as the board nay adopt
governi ng reexam nations, a candidate shall be entitled to
retake the exam nation.

(d) An individual who has previously taken an exam nation
for a certificate of certified public accountant under the
provisions of a prior |aw of this Comonweal th shall continue to
be permtted to take the exam nation and receive a certificate
subj ect to such prior provisions and applicable regul ati ons.

[(e) Acertificate of certified public accountant shall be
i ssued by the board upon application by an individual who has
passed the exam nation and neets the experience requirenents
provided for in section 4.1 of this act.]

Section 2. Section 4 of the act, amended Decenber 4, 1996
(P.L.851, No.140) and May 9, 1997 (P.L.145, No.9), is repealed:

[ Section 4. Education Requirenents.--(a) Before an
individual is permtted to take the exam nation, the board shal
be satisfied that, except as provided in subsection (b), he has:

(1) graduated with a baccal aureate degree froma coll ege or
uni versity approved at the tine of graduation by the Departnent
of Education and al so conpleted at |east a total of twenty-four
senmester credits, which credits shall be in accounting and
audi ti ng, business law, finance or tax subjects of a content
satisfactory to the board, not necessarily as a part of his

under gr aduat e work;

20070S0838B2247 - 14 -



© 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

(2) graduated with a Master's Degree or other post-graduate
degree froma college or university approved at the tine of
graduati on by the Departnment of Education and conpl eted at | east
a total of twenty-four senester credits, which credits shall be
in accounting and auditing, business |law, finance or tax
subjects of a content satisfactory to the board, not necessarily
as part of his undergraduate or graduate work;

(3) within tw years of the effective date of this cl ause,
graduated with a baccal aureate degree, Master's Degree or other
post - graduat e degree froma college or university approved at
the tinme of graduation by the Departnment of Education with
subjects of a content satisfactory to the board which neet or
exceed the education requirenent for licensure as of January 1,
1996; or

(4) graduated with a baccal aureate or higher degree froma
col |l ege or university approved at the time of graduation by the
Depart ment of Education and conpleted a total of one hundred
fifty senester credits of post-secondary education, including at
| east a total of twenty-four senester credits of accounting and
audi ti ng, business law, finance or tax subjects of a content
satisfactory to the board, and an additional twelve senester
credits in accounting, auditing and tax subjects of a content
satisfactory to the board, not necessarily as part of his
under graduat e or graduate worKk.

(g) The board shall permt an applicant taking the
exam nation for the first time within one year after the
effective date of this subsection to take the exam nation during
the final term senmester or quarter of the school year in which
he will graduate, if it is reasonably expected that he w |

fulfill the educational requirenments of subsection (a) and

20070S0838B2247 - 15 -
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receive the required degree within ninety days after the date of
t he exam nati on. ]

Section 3. Section 4.1 of the act, added Decenber 4, 1996
(P.L.851, No.140), is repeal ed:

[Section 4.1. Experience Requirenents.--(a) An individual
shall be issued the certificate of certified public accountant
under section 3.1(e) of this act after the individual has
conplied with the followi ng experience requirenents:

(1) An individual taking the exam nation on the basis of
havi ng satisfied the education requirenents in section 4(a)(1)
of this act shall have conpleted at | east two years of
experi ence.

(2) An individual taking the exam nation on the basis of
having satisfied the education required in section 4(a)(2) of
this act shall need only one year of qualifying experience.

(3) Beginning on January 1, 2000, an individual taking the
exam nation on the basis of having satisfied the education
required in section 4(a)(4) of this act shall need only one year
of qualifying experience.

(b) The experience required under subsection (a) nust:

(1) Be in public accounting or as an internal auditor or an
auditor with a unit of Federal, State or |ocal governnment.

(2) Be of a caliber satisfactory to the board.

(3) Satisfy the requirenments of subsection (d).

(4) Have been supervised by an individual who is currently
licensed to practice public accounting as a certified public
accountant or public accountant in this Commonweal th or anot her
st ate.

(c) Individuals taking the exam nation for the first tine

after January 1, 2000, nust conplete the experience required by
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this section within one hundred twenty nonths preceding the date
of application for a certificate of certified public accountant
under section 3.1(e) of this act. Individuals taking the
exam nation before January 1, 2000, need not attain the
experience required by this section within any particul ar period
of tine.
(d) The experience required under subsection (a)(1l) nust
i nclude not |ess than eight hundred hours of attest activity,
and the experience required under subsection (a)(2) or (4) nust
i nclude not |ess than four hundred hours of attest activity.]
Section 4. The act is anmended by adding a section to read:

Secti on 4. 2. Requi renents for |ssuance of Certificate.--(a)

The board shall issue a certificate upon applicati on by an

i ndi vi dual who has passed the exam nati on and neets the

educati on and experience requirenents in this section.

(b) Before an individual nay take the exani nation, the board

shall be satisfied that the individual:

(1) has attained ei ghteen years of age;

(2) is of good noral character; and

(3) has graduated with:

(i) a baccal aureate or hi gher degree froma coll ege or

uni versity approvedatthe tinme of graduation by the Department <—
of Education ACCREDI TED BY A NATI ONALLY RECOGNI ZED ACCREDI Tl NG <—

AGENCY RECOGNI ZED BY THE UNI TED STATES DEPARTMENT OF EDUCATI ON,

OR A COLLEGE OR UNI VERSITY APPROVED BY THE BOARD, and conpl et ed

a total of one hundred fifty senmester credits of post-secondary

education, including at | east a total of twenty-four senester

credits of accounting and auditing, business |aw, finance or tax

subj ects of a content satisfactory to the board, and an

addi ti onal twel ve senester credits in accounting, auditing and
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tax subjects of a content satisfactory to the board, not

necessarily as part of the individual's undergraduate or

gr aduat e worKk;

(ii) a baccal aureate deqree froma college or university

<
Education ACCREDI TED BY A NATI ONALLY RECOGNI ZED ACCREDI Tl NG <—
AGENCY RECOGNI ZED BY THE UNI TED STATES DEPARTMENT OF EDUCATI ON,

OR A COLLEGE OR UNI VERSI TY APPROVED BY THE BOARD, and alse <—

conpleted at | east a total of twenty-four senester credits,

which credits shall be in accounting and auditi ng, busi ness | aw,

finance or tax subjects of a content satisfactory to the board,

not necessarily as a part of his undergraduate work; or

(iii) a Master's Degree or other post-qgraduate degree froma

coll ege or university approved—at—the tinme of graduationbythe <—
Departent—of —FEducation ACCREDI TED BY A NATI ONALLY RECOGNI ZED <—

ACCREDI TI NG AGENCY RECOGNI ZED BY THE UNI TED STATES DEPARTMENT OF

EDUCATI ON, OR A COLLEGE OR UNI VERSI TY APPROVED BY THE BOARD, and

conpleted at | east a total of twenty-four senester credits,

which credits shall be in accounti ng and auditi ng, busi ness | aw,

finance or tax subjects of a content satisfactory to the board,

not necessarily as part of his undergraduate or ¢graduate work.

(c) Before an individual who takes the exanm nati on under

subsection (b)(3)(ii) or (iii) nmay be issued a certificate, the

i ndi vi dual nust al so satisfy the educati on requirenent in

subsection (b)(3)(i).

(d) Before an individual nay be issued a certificate, the

board shall be satisfied that the individual has conpl eted at

| east one year of experience that was: <

(1) WAS conpleted within sixty nonths precedi ng the date of <—

application for a certificate;
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(2) +na—ene INCLUDED NOT LESS THAN FOUR HUNDRED HOURS OF <—

ATTEST ACTIVITY IN ANY of the foll ow ng:

(i) public accounti ng;

(ii) as an internal auditor, if the internal audit function

reports to an i ndependent board or sinmlar body responsible for

oversight of the financial reporting process; or

(iii) as an auditor with a unit of Federal, State or |ocal

gover nnent ;
(3) WAS of a caliber satisfactory to the board and—included <—
pot—lessthanfour—hundred hoursof attestactivity; and

(4) WAS supervised by an individual with a current |icense <—

to practice public accounting as a certified public accountant

or public accountant in this Commonweal th or anot her state.

(e) The followi ng requirenents may be conplied with instead

of the otherw se applicabl e provisions of subsections (b), (c)

and (d):

(1) An individual who takes the exam nati on bef ore Decenber

31, 2011, but does not pass at | east one part taken before that

date, may not be issued a certificate until the individual:

(i) has satisfied the education requirenent in subsection

(c), if applicable; and

(ii) has conpleted at | east one year of experience descri bed

in subsection (d)(2), (3) and (4) within one hundred twenty

nmont hs precedi ng the date of application for a certificate.

(2) An individual who passes at | east one part of the

exanm nati on taken before Decenber 31, 2011, pursuant to

subsection (b)(3)(ii), may be issued a certificate before or

after Decenber 31, 2011, without satisfying the education

requi renent in subsection (c), but not until the individual has

conpl eted at | east two years of experience that satisfies the
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requi renents in subsection (d)(3) and (4), except that the

experi ence nust include at | east ei ght hundred hours of attest

activity. The experi ence may be conpl eted within one hundred-

twenty nonths preceding the date of application for a

certificate.

(3) An individual who passes at | east one part of the

exanm nati on taken before Decenber 31, 2011, pursuant to

subsection (b)(3)(iii), may be issued a certificate before or

after Decenber 31, 2011, without satisfying the education

requi renent in subsection (c) and may conpl ete the one year of

experi ence requi red by subsection (d) within one hundred twenty

nont hs precedi ng the date of application for a certificate.

Section 5. Sections 5 and 5.1 of the act, anended or added
Decenber 4, 1996 (P.L.851, No.140), are anended to read:

Section 5. Certificates Issued by Donmestic Reciprocity.--(a)
Wthout requiring the exam nation otherw se required under
section [3.1(e)] 4.2 of this act, the board may, inits
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 by any other state foll ow ng
passage of [a witten] an exam nation if the applicant shal
submt evidence satisfactory to the board that he:

(1) possesses the general qualifications specified in

section [3.1(a)] 4.2(b)(1) and (2) of this act, has passed the

[witten] exam nation required to practice as a certified public
accountant under the |l aws of the other state, neets the
continui ng education requirenments specified in section 8.2(b) of
this act and has the experience required under section [4.1]
4.2(d) of this act to receive the certificate in this

Commonweal t h; or
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(2) has passed the [witten] exam nation required to
practice as a certified public accountant under the |laws of the
other state and has held a certificate and |license to practice
public accounting for the imrediately preceding five years in
anot her state.

(b) An applicant for a certificate under this section shal
list in the application all states and foreign jurisdictions in
whi ch the applicant has applied for or holds a designation or
certificate to practice public accounting.

(c) Each holder of a certificate issued under this section
shall notify the board in witing within thirty days after its
occurrence of any issuance, denial, revocation or suspension of
his designation, certificate or license to practice public
accounting or the commencenent of a disciplinary or enforcenent
action against himor his firmby any state or foreign
jurisdiction.

Section 5.1. Certificates Issued by Foreign Reciprocity.--
(a) Wthout requiring the exam nation otherw se required under
section [3.1(e)] 4.2 of this act, the board may in its
di scretion issue a certificate of certified public accountant to
a hol der of a foreign designation, granted and then in ful
force in a foreign country or other jurisdiction that is not a
state, entitling the holder thereof to engage in the practice of
public accounting if all of the follow ng conditions are
sati sfied:

(1) Pursuant to a duly enacted free trade agreenent, the
foreign jurisdiction that granted the designation nakes simlar
provision to allow an individual who holds a valid certificate
of certified public accountant issued by this Commonwealth to

obtain such foreign jurisdiction s conparabl e desi gnati on.
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(2) The foreign designation:

(1) Was duly issued by a duly constituted authority within
the foreign jurisdiction that regul ates the practice of public
accounting, and the foreign designation has not expired or been
revoked or suspended.

(ii) Entitles the holder to issue reports.

(ti1) Was issued upon the basis of educational, exam nation
and experience requirenments established by the foreign authority
or by | aw.

(3) The applicant:

(i) Received the designation based on educational and
exam nation standards substantially equivalent to those in
effect in this Commpbnwealth at the tinme the foreign designation
was grant ed.

(1i) Conpleted an experience requirenment substantially
equi valent to the requirenents set forth in section [4.1] 4.2(d)
of this act in the jurisdiction that granted the foreign
designation or has conpleted five years of experience in the
practice of public accounting in this Conmonwealth or neets such
ot her requirenents as nmay be prescribed by the board by rule
within the ten years imredi ately preceding the application.

(i1i1) Passed a uniformqualifying exam nation in national
st andar ds.

(b) An applicant for a certificate under this section shal
list in the application all states and foreign jurisdictions in
whi ch the applicant has applied for or holds a designation or
certificate to practice public accounting.

(c) Each holder of a certificate issued under this section
shall notify the board in witing within thirty days after its

occurrence of any issuance, denial, revocation or suspension of
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his designation, certificate or license to practice public
accounting or the commencenent of a disciplinary or enforcenent
action against himor his firmby any state or foreign
jurisdiction.

Section 6. The act is anmended by addi ng sections to read:

Secti on 5. 2. Practice in this Commonweal th by | ndi vi dual s

under Substanti al Equival ency.--(a) A person may practice

public accounting in this Conmmonweal th under substanti al

equi val ency as provided in this section and section 5.4 |F THE <—

STATE THE PERSON |S LI CENSED I N HAS ALSO ADOPTED | NTO LAW A

PROVI SI ON ALLOW NG FOR PRACTI CE UNDER SUBSTANTI AL _EQUI VALENCY

THAT | NCLUDES NO NOTI CE AND NO FEE AS PROVI DED FOR | N SUBSECTI ON

(B)Y(9). Any determ nation as to whet her substantial equival ency

exists with respect to a state or individual for purposes of

this act shall be consistent with any determ nation as to

substanti al equival ency with respect to that state or individual

made by the National Associ ation of State Boards of Accountancy

Nati onal Qualification Apprai sal Service.

(b) The following apply to practice in this Conmmopbnweal t h

under substantial equival ency:

(1) Notwi thstandi ng any other provision of this act, an

i ndi vi dual whose princi pal place of business is not in this

Commpnweal th and who has a valid certificate or right to

practi ce public accounting froma state that is substantially

equi val ent shall be presuned to have qualifications

substantially equivalent to the Conmbnweal th's requirenents and

shall have all the privil eges and obligations of a |icensee of

the Commonweal th wi thout the need to obtain a certificate or

|i cense under this act.

(2) Notwi thstandi ng any other provision of this act, an
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i ndi vi dual whose princi pal place of business is not in this

Commpnweal th and who has a valid certificate or right to

practi ce public accounting froma state that i s not

substantially equival ent shall be presuned to have

qual i fi cations substantially equivalent to the Cormmonweal th's

requi renents and shall have all the privil eges and obligati ons

of a licensee of the Commponweal th wi thout the need to obtain a

certificate or license if there is substantial equival ency as to

the individual. |In determ ni ng whether substantial equival ency

exists as to an individual, the order in which the individual

sati sfied the experi ence, educati on and exam nati on requirenents

shal | be di sreqgarded.

(3) The exercise by an individual of the right to practice

in this Commonweal th under this secti on constitutes:

(i) sufficient contact with this Commonweal th for the

exerci se of personal jurisdiction by the board and the courts of

this Commonweal th over the individual in any acti on or

proceedi ng ari sing out of acts or om ssions by the individual:

(ii) consent by the individual to the personal and subj ect

matter jurisdiction and disciplinary authority of the board;

(iii) an agreenent by the individual to conply with the

provi sions of this act and requl ati ons pronul gated by the board;

and

(iv) consent by the individual to the appoi ntnent of the

board of accountancy or other regqul atory authority of the state

in which the principal place of business of the individual is

| ocated as the agent upon which process nay be served i n any

acti on or proceedi ng by the board agai nst the i ndi vi dual .

(4) An individual who exercises the right to practice under

this section shall be subject to disciplinary action in this
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Commpnweal th for any act or om ssion that woul d subject the

hol der of a Pennsyl vania certificate or license to disciplinary

acti on.

(5) An individual who passed the Uniform CPA Exam nati on and

holds a valid |license to practice public accounting i ssued by

any other state on or before Decenber 31, 2011, shall MAY be

exenpt fromthe educati on requirenents in section 4.2(b)(3)(i)

and (c) of this act for purposes of this section.

(6) |If the board i nposes discipline on an individual

exercising the right to practice under this section, the board

shall as soon as practicable notify the board of accountancy or

other requlatory authority in each state where the board has

| earned during the disciplinary process that the individual has

been granted a certificate or license to practice public

accounting of the inposition of the discipline. |If the order

i mposi nqg di scipline is appeal ed or stayed, the board shall send

a subsequent notice to each reqgul atory authority advi sing of the

filing of the appeal or entry of the stay. As an alternative to

sendi ng the notices to each requlatory authority, the board nmay

send the notices instead to a nultistate enforcenent i nformation

network nmmi ntained at the tine by Al CPA or NASBA. The board nay

furni sh i nvestigative informati on and the hearing record

relating to the disciplinary proceedi ng to such other requl atory

aut horities upon request.

(7)) An individual exercising the right to practice under

this section may identify the fact that the individual practices

with a partnership, corporation or other associ ati on and may use

its nane even if the partnership, corporati on or other

association is not a |licensee.

(8) An individual practicing under this section or a firmor
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qualified unlicensed entity practici ng under section 5.4 nay

provi de professional services in this Commpnwealth in the sane

manner as a licensee, including without linmtation, in person or

by mail, tel ephone or el ectroni c nmeans.

(9) The board shall not require a filing or paynent of a fee

by an individual, firmor qualified unlicensed entity in

connection with practicing under this section or section 5.4.

Secti on 5. 3. Practi ce outside this Conmonweal th under

Subst anti al Equi val ency.--(a) A licensee who practices public

accounting in another jurisdiction under substantial equival ency

shall be subject to disciplinary action in this Conmpbnweal th for

an act or om ssion in the other jurisdiction if the act or

onmi ssi on:

(1) subjects the licensee to discipline in the other

jurisdiction; or

(2) would subject the licensee to discipline in this

Commpnweal t h.

(b)Y The board shall investigate any conpl ai nt nmade by the

board of accountancy or other requl atory authority of another

state against a |licensee.

Secti on 5. 4. Practice by Firns and Unlicensed Entities under

Subst anti al Equi val ency.--(a) A firmnay practice public

accounting in this Conmmonweal th through an i ndi vidual who i s not

a licensee if the individual has the right to practice in this

Commpnweal th under section 5.2 of this act AND | F THE STATE THE <—

FIRM IS LICENSED I N HAS ALSO ADOPTED | NTO LAW A PROVI SI ON

ALLOW NG FOR PRACTI CE UNDER SUBSTANTI AL_EQUI VALENCY THAT

I NCLUDES NO NOTI CE AND NO FEE AS PROVI DED FOR I'N SECTI ON

5.2(B)(9) OF THIS ACT. The exercise by a firmof the right to

practi ce through such individuals under this subsecti on
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1 constitutes an agreenent by the firm

2 (1) to be subject to the jurisdiction and disciplinary

3 authority of the board with respect to acts or om ssions of the
4 individuals through whom it practices under this subsection;

5 (2) to accept service of process fromthe board on behal f of
6 the individuals through whomit practices under this subsection;
7 and

8 (3) to cooperate in any investigation by the board involving
9 an individual through which the firmhas practiced under this
10 subsection even if the individual is no |onger an owner of or

11 enployed by the firm

12 (b) A qualified unlicensed entity may practice public

13 accounting in this Commonweal th through an individual who:

14 (1) has the right to practice in this Commobnweal t h under

15 section 5.2 of this act; or

16 (2) is a licensee.

17 (c) The exercise by a qualified unlicensed entity of the

18 right to practice in this Commonweal th under subsection (b)

19 constitutes:
20 (1) sufficient contact with this Commonweal th for the
21 exercise of personal jurisdiction by the board and the courts of
22 this Conmmonwealth over the qualified unlicensed entity in any
23 action or proceeding arising out of acts or oni ssions by an
24 individual associated with the qualified unlicensed entity in
25 any capacity;
26 (2) consent by the qualified unlicensed entity to the
27 personal and subject matter jurisdiction and disciplinary
28 authority of the board;
29 (3) an agreenent by the qualified unlicensed entity to

30 conply with the provisions of this act and requl ati ons
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pronul gated by the board; and

(4) consent by the qualified unlicensed entity to the

appoi ntnent of the board of accountancy or other requl atory

authority of the state in which the principal place of business

of the qualified unlicensed entity is |ocated as the agent upon

whi ch process nmay be served in any action or proceedi ng by the

board agai nst the qualified unlicensed entity.

(d) As used in this section "qualified unlicensed entity"

means a partnership, corporation or other association that:

(1) is not a licensee;

(2) does not have an office in this Commbnweal th; and

(3) may lawfully practice public accounting i n anot her

Section 7. Sections 8.2 and 8.8 of the act, anended or added
Decenber 4, 1996 (P.L.851, No.140), are anended to read:

Section 8.2. Licenses to Practice.--(a) Biennial |icenses
to engage in the practice of public accounting in this
Commonweal th shall be issued by the Departnment of State upon
paynent of the biennial licensing fee to (i) holders of the
certificate of certified public accountant issued by this
Commonweal th and public accountants registered in this
Commonweal th who [shal |l have furnished evidence satisfactory to

t he board of conpliance] have certified to the board that they

have conplied with the requirenents of subsection (b) of this

section and (ii) qualified associations |icensed under section
8.8 of this act. Licenses to practice shall expire on the | ast

day of [April of even-nunbered] Decenber of odd-nunbered years

or on such other biennial expiration dates as the departnent may

fix. The renewal application of a certified public accountant or

publ i ¢ accountant does not need to |list the continui ng educati on
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courses taken by the applicant except as provided by the rul es

and reqgul ati ons of the board.

(a.1) A certified public accountant or public accountant who
is not engaged in the practice of public accounting may request
the board, in witing, to place his nanme on the inactive rol
and thus protect his right to obtain a license at such tinme as
he may becone engaged in the practice of public accounting.

(b) Each certified public accountant and public account ant
filing an application for a |license or a renewal thereof to
engage in the practice of public accounting in this Commonweal t h
must, during the reporting period i medi ately preceding the
current biennial period, conplete eighty hours of continuing
education, in prograns approved by the board. The reporting
period for |icensees shall be January 1 of even-nunbered years
to Decenber 31 of odd-nunbered years. No carry-over of credits
shall be permtted fromone biennial |icense period to another.
The continui ng education requirenent shall not apply to firns
but shall apply to all natural persons who apply for a |icense
or a renewal thereof under this section.

(c) Failure by a licensed certified public accountant or
publ i ¢ accountant applying for renewal of his biennial |icense

to furnish [evidence] a certification of conpletion of the

requi red nunber of hours of acceptable continuing education
shall constitute grounds for denial or refusal to renew such
i cense, unless the board, in its discretion, shall determ ne

[such failure to have been] that the failure to conplete the

requi red conti nui ng educati on was due to reasonabl e cause, in

whi ch case the board shall grant an extension.
(d) In issuing rules, regulations and individual orders with

respect to requirenents of continuing education, the board may
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rely upon guidelines and pronouncenents of recogni zed

educati onal and professional organizations; may prescribe for
content, duration and organi zati on of courses; shall take into
account the accessibility of such continuing education as it may
require, and any inpedinents to interstate practice of public
accounting which may result fromdifferences in such
requirenents in other states; and may provide for relaxation or
suspensi on of such requirenents in instances of individual
hardshi p such as for reasons of health, mlitary service or

ot her good cause.

(e) A certified public accountant or public accountant who
is also certified, registered or licensed to practice public
accounting in any other state or foreign jurisdiction shal
report this information to the board on the biennial renewal
application. Any disciplinary action taken in any other state or
foreign jurisdiction shall be reported to the board on the
bi enni al renewal application or within thirty days of
di sposition, whichever is sooner. Miltiple certification,
registration or licensure shall be noted by the board on the
record of the certified public accountant or public accountant,
and the other state or foreign jurisdiction shall be notified by
the board within thirty days after any disciplinary action is
t aken against the certified public accountant or public
accountant in this Commonweal t h.

(f) An initial or renewal |icense shall not be issued after
April 30, 2000, to a certified public accountant or public
accountant practicing as a sole practitioner unless he conplies
with the requirenments of section 8.9 of this act.

Section 8.8. Licensing of Firns.--(a) [An association] A

person other than an individual shall not practice public
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accounting in this Comonwealth unless it is a qualified

associ ation, has been granted a |license to practice and
satisfies the requirenents of this section at all tines while it
is alicensee. Anew firmshall apply for its initial license
within thirty days after its formation; thereafter, the firms
license shall be subject to renewal in accordance with section
8.2 of this act.

(b) The initial and all renewal |icense applications by a
firmshall:

(1) List the nane, hone address and |icense nunber of each
certified public accountant or public accountant who owns an
equity interest directly or indirectly in the firmand who is a
| i censee.

(2) List the nane and hone address of each qualified
nonl i censee who owns an equity interest in the firmif the
princi pal residence or the office out of which the individual
principally practices is located in this Comopnwealth.

(3) Include a statenent that the firmis in conpliance with
subsections (d) and (e).

(c) Aninitial or renewal |icense shall not be issued to a
firmafter April 30, 2000, unless the firmconplies with the
requi renents of section 8.9 of this act.

(d) Afirmshall satisfy all of the follow ng requirenents:

(1) At least one general partner if the firmis a
partnership, one record and beneficial owner of comobn shares if
the firmis a corporation or one owner of a simlar equity
interest if the firmis any other formof qualified association
shall be a certified public accountant or public accountant who
is a licensee.

(2) Except as provided in subsections (e) and (f), each
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shar ehol der, partner, nmenber or other owner of an equity
interest in the firmnust be the holder of a current license to
practice public accounting as a certified public accountant or
publi c accountant under the |laws of this Comonweal th or anot her
jurisdiction. This clause shall not:

(i) apply in the case of a person who withdraws froma firm
for such period as nmay be reasonabl e under the circunstances to
permt the firmto conply with this requirenent; or

(ii) prohibit paynents by a firmto a forner equity owner or
his estate in connection with his withdrawal fromthe firm

(3) Each individual in charge of an office that perforns any
attest activity or business unit of the firmin this
Commonweal th shall be a certified public accountant or public
accountant who is a |icensee.

(4) The principal executive officer of the firmshall be a
certified public accountant or public accountant who hol ds a
current license to practice public accounting in this
Conmonweal th or anot her state.

(5) An individual who does not hold a current license to
practice public accounting as a certified public accountant or
public accountant in this Commonweal th or another state or
foreign jurisdiction shall not assume ultimate responsibility
for any attest activity.

(e) Notw thstanding any other provision of law, a qualified
nonl i censee may own an equity interest ina firmif all of the
foll ow ng conditions are net:

(1) Al of the qualified nonlicensees owning equity
interests in the firmshall not:

(i) own in the aggregate equity interests in the firm

entitling themto cast nore than [one-third] forty-nine percent
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of the votes on any issue or to receive nore than [one-third]

forty-ni ne percent of any dividend or other distribution of

profits or assets of the firm or

(ii) constitute nore than [one-third] forty-nine percent in

nunber of the owners of equity interests in the firm

(2) The qualified nonlicensee shall not hold hinself out as
a certified public accountant or public accountant.

(3) The qualified nonlicensee shall be permtted to
designate or refer to hinself as a principal, owner, officer
menber or sharehol der of the firm The qualified nonlicensee may
al so use such other titles as may be authorized by the
regul ati ons of the board.

(4) The qualified nonlicensee shall not:

(1) bhave pleaded guilty to, entered a plea of nolo
contendere to or been found guilty or been convicted of a fel ony
under the laws of this Comonweal th or any other jurisdiction;
or

(ii) be in violation of any regulation of the board
regardi ng the character or conduct of a qualified nonlicensee
who is the owner of an equity interest in a firm

(5) The participation of the qualified nonlicensee in the
busi ness of the firmnust be the principal occupation of the
i ndi vidual and shall be in the nature of providing services to
the firmor clients of the firmand not solely as an investor or
i n another commerci al or passive capacity.

(6) The qualified nonlicensee has graduated with a
baccal aureate or higher degree froma college or university
approved at the tinme of graduation by the Departnent of
Educat i on.

(7) The qualified nonlicensee shall conmply with al
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appl i cabl e provisions of this act and the regul ati ons of the
boar d.

(f) An equity interest in a firmmy be owned indirectly but
only if all of the ultimte, indirect beneficial owners of the
equity interest are |icensees.

(g) In accordance with the procedure referred to in section
9 of this act, the board nay revoke the license to practice of a
firmif at any tine it is in violation of any of the provisions
of this section.

Section 7.1. Section 8.9(a), (b), (d) and (g) of the act,
added Decenber 4, 1996 (P.L.851, No.140), are anended and the
section is anended by addi ng a subsection to read:

Section 8.9. Peer Review.--(a) As a condition for granting
afirma renewal license, or an initial license in the case of a
firmthat has previously been engaged in practice in another
jurisdiction, the board shall require that the firmundergo a
peer review in accordance with this section unless the firm
neets one of the exenptions in subsection (g). [The firm shal
submt to the board with its license application a letter fronj

The initial or renewal |icense application of a firmthat does

not neet one of those exenptions shall include a certification

that the firmis in conpliance with this section and shall state

t he nane of the organi zation admnistering the firm s nost

recent peer review [stating the date on which the peer review

was conpleted.], the date of acceptance of that peer review and

the period covered by that peer review. The board shall not

require submttal of the letter of acceptance, peer review
report, letter of conment, letter of response or working papers

related to the peer review process[.], but the board nay require

the organi zati on adnministering the firms nost recent peer
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review to confirmthe date of acceptance and the peri od covered

by that peer review. As used in this section, the term"firnt

includes, but is not limted to, a sole practitioner.

(b) Afirmwith less than three |icensees shall not be
required to undergo a peer review nore frequently than once
every five years and a firmwith three or nore |icensees shal
not be required to undergo a peer review nore frequently than
once every three years, except that:

(1) The board may order a firmthat has been disciplined
under section 9.1 of this act or that has been ordered to take
remedi al action under subsection (e) to undergo a peer review
nore frequently.

(2) Anewfirmthat is not subject to subsection (j) shal
undergo its first peer review within eighteen nonths after it is
granted its initial Iicense.

(2.2) Afirmthat was not previously required to undergo a

peer review nust notify the board within thirty days after

accepti ng an engagenent to performan attest activity other than

a conpilation and shall undergo a peer review wi thin ei ghteen

nmont hs after commenci ng the engagenent.

(3) The regulations of the board may | engt hen any of the
peri ods between required peer reviews prescribed in this
subsection in such manner, under such circunstances or with
respect to such firnms as the board in its discretion may
consi der appropri ate.

* %k

(d) (1) The peer reviewof a firmthat perforns one or nore
audits of historical financial statenents or exam nations of
prospective financial information shall [include an onsite] be a

systemreview, including a study and eval uati on of a
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representative selection of audit, exam nation, review and
conpilation reports, the financial information upon which those
reports were based and the associ ated worki ng papers. The
[onsite] systemreview shall include additional procedures
relating to the firmis systemof quality control sufficient to
provide the reviewer with a reasonabl e basis upon which to issue
a peer review report.

(2) The peer review of a firmthat perforns no audit or
exam nati on engagenents but does performone or nore review

engagenents shall be required only to be an [offsite] engagenent

review, including a study and eval uation of a representative

sel ection of reports issued by the firmand the financi al

i nformati on upon which those reports were based; but, if such a
firmelects to have [an onsite] a systemreview, that review
shall al so be acceptable. The [offsite] engagenent review shal
[not be required to] include a study of the associated worKking
papers [but shall include] and procedures and inquiries
sufficient to provide the reviewer with a reasonabl e basis upon
which to issue a peer review report.

(3) Afirmthat does not performany audits or reviews,
regardl ess of whether or not the firmperforns conpilations,
shall be exenpt fromthe requirenent to undergo a peer reviewto
the extent provided in subsection (g)(2).

* %k

(g0 Afirmshall be exenpt fromthe requirenment to undergo a
peer review if all of the follow ng apply:

(1) Wthin three years before the date of application for
initial or renewal licensure, the firm has undergone a peer

revi ew conducted in another state or foreign jurisdiction which

neets the requirenments of subsection (c)(1) and (2). The firm
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shall submt to the board a letter fromthe organization
adm nistering the firms nost recent peer review stating the
date on which the peer review was conpl et ed.

(2) The firmsatisfies all of the follow ng conditions:

(i) During the preceding two years, the firm has not
accepted or performed any audit or review engagenent.

(i1i) Wthin the next two years, the firmdoes not intend to
accept or performany audit or review engagenent.

[(iti) The firmagrees to notify the board within thirty
days of accepting an audit or review engagenent and to undergo a
peer review wi thin eighteen nonths of conmencing such
activities.]

(3) For reasons of personal health, mlitary service or
ot her good cause, the board determnes that the firmis entitled
to an exenption for a period of tinme not to exceed twelve
nont hs.

* * %

(m The fees charged by an adni ni steri ng organi zati on under

this section shall not vary dependi ng on whether or not a firm

or sone or all of its owners or enployees are nenbers of the

adm ni stering organi zati on.

Section 7.2. Sections 9 and 9.1(a) of the act, anended
Decenber 4, 1996 (P.L.851, No.140), are anended to read:

Section 9. Disciplinary Procedure; Appeals.--(a) Except as
provided in section 2.3(c) of this act, the procedure to be
followed in the revocation of a firms |icense under section
8.8(g) of this act or the inposition of discipline under section
9.1 of this act and in appeals taken fromdisciplinary actions
of the board shall be that prescribed under 2 Pa.C.S. Ch. 5

Subch. A (relating to practice and procedure of Comonweal th
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agencies) and Ch. 7 Subch. A (relating to judicial review of
Commonweal th agency action), 1 Pa. Code Part Il (relating to
general rules of adm nistrative practice and procedure) and

appl i cabl e regul ati ons promnul gated by the board.

(b) The board shall require an individual whose
certification has been suspended or revoked to return his
certificate or to certify in such manner as the board directs
that it was |ost, stolen or destroyed. Failure to conply with
t he board's directions shall be a m sdeneanor of the third
degr ee.

(c) The board nmay assess agai nst the respondent in a

di sciplinary action under this act, as part of the sanction, the

costs of investigation underlying that disciplinary action.

Section 9.1. Gounds for Discipline.--(a) |In accordance
with the procedure provided in section 9 of this act, the board
may revoke, suspend, limt or otherwise restrict the certificate
of a certified public accountant or the registration of a public
accountant, may revoke, suspend, limt or otherwi se restrict any
license issued under this act, nay censure or publicly reprinmnd
the hol der of any certificate, registration or |icense, nmay
require conpletion of general or a specific nunber of continuing
pr of essi onal education courses or may require nore frequent peer

review or other remedial action, or nmay revoke, suspend or limt

the right of an individual to practice under section 5.2 of this

act or censure or publicly reprinmand an i ndivi dual practicing

under section 5.2 of this act for any one or any conbination of

the foll ow ng causes:
(1) Fraud or deceit in obtaining:
(i) a certificate of certified public accountant [or in

obt ai ni ng] ;_
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(ii) registration under this act [or in obtaining];
(iii) alicense to practice under this act[.]; or

(iv) a determ nation that substantial equival ency exists

with respect to an individual.

(2) Dishonesty, fraud or gross negligence in the [practice

of public accounting.] provision of professional services.

(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 to, entering a plea of nolo contendere
to or being found guilty of a felony under any Federal or State
law or the laws of any foreign jurisdiction.

(6) Pleading guilty to, entering a plea of nolo contendere
to or being found guilty of any crinme, an elenent of which is
di shonesty or fraud under any Federal or State |aw or the | aws
of any foreign jurisdiction.

(6.1) Pleading guilty to, entering a plea of nolo contendere
to or being found guilty of violating any Federal or State
revenue |law or the revenue | aws of any foreign jurisdiction.

(7) Cancellation, revocation, suspension or refusal to renew

[his authority to practice] authority to provide professional

by any other state or foreign jurisdiction for any cause ot her
than failure to pay a registration or other fee in such other
state or foreign jurisdiction.

(8) Suspension or revocation of the right to fpractice}

provideprofessional—services before any Federal or State

gover nnent al agency.

(10) Failure of certified public accountant or public
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accountant filing an application for a |license or renewal

for continuing education under section 8.2 of this act or to
nmeet any conditions with respect to continuing education that
the board nay have ordered in respect to such certified public
accountant or public accountant under that section.

(12) Failure of a firmor sole proprietorship to satisfy the
peer review requirenments in section 8.9 of this act.

(13) Failure of a firmto satisfy any of the organi zati onal
requirenents in section 8.8(d) of this act.

(14) Conduct that brings the profession of public accounting
into disrepute or that lowers public esteemfor the profession.

(15) Violation of an order of the board.

(16) Engagi ng i n unprofessional conduct. D scipline may be
i nposed under this clause whether or not actual injury or |oss
to a client is established.

(17) An act or om ssion by a |licensee in another

jurisdiction under substantial equival ency that subjects the

li censee to discipline in the other jurisdiction.

* * %

Section 8. Section 9.2 of the act, anended Decenber 4, 1996
(P.L.851, No.140) and May 9, 1997 (P.L.145, No.9), is anended to
read:

Section 9.2. Reinstatenent.--(a) Except as provided in
subsection (b), upon application in witing and after hearing
pursuant to notice, the board may reinstate or nodify the
suspensi on of any license to practice which has been suspended.
Rei nst atenent shall not be granted under this subsection:

(1) To an individual unless he denonstrates that he has

conpl eted the biennial continuing education requirenents that he
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woul d have been required to conplete during the i medi ately
preceding reporting period if his |license had not been
suspended.

(2) Unless the person seeking reinstatenent pays the current
biennial |icensing fee plus a reinstatenent fee.

(b) An individual whose |icense has been suspended for nore
than five years shall not be eligible to apply for reinstatenent
of the license, but instead nmust take the exam nation and apply
for a certificate of certified public accountant in accordance
with section [3.1] 4.2 of this act.

(c) Unless ordered to do so by a court, the board shall not
reinstate the certificate of a person to practice as a certified
public accountant or the registration of a person to practice as
a public accountant which has been revoked. A person whose
certification or registration has been revoked may take the
exam nation and apply for a certificate in accordance with
section [3.1] 4.2 of this act not earlier than five years after
his certificate or registration was revoked if he desires to
resunme the practice of public accounting.

(d) A person whose |icense to practice has expired for
failure to make biennial registration or who has been on the
i nactive roll under section 8.2(a.1l) of this act may have the
i cense reinstated upon conpliance with the foll ow ng:

(1) In the case of an individual, presentation to the board
of satisfactory evidence of having conpleted eighty hours of
continuing education in prograns approved by the board under
section 8.2(d) of this act within tw years preceding the date
of the application for reinstatenent.

(2) Paynment of the current biennial licensing fee plus a

rei nstatenent fee.
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(e) Upon application in witing and after heari ng pursuant to

notice, the board may reinstate or nodify the suspensi on of an

individual's right to practice under section 5.2 of this act

whi ch has been revoked or suspended.

SECTION 8.1. SECTION 11 OF THE ACT IS AMENDED BY ADDI NG A
SUBSECTI ON TO READ:

SECTION 11. OMERSH P OF WORKI NG PAPERS. --* * *

(©)  EXCEPT AS PROVIDED BY LAWOTHER THAN THI S ACT, A

LI CENSEE SHALL KEEP WORKI NG PAPERS AND OTHER MATERI ALS DESCRI BED

IN TH' S SECTI ON FOR SEVEN YEARS.

Section 9. Sections 12, 13 and 16(c) of the act, anended
Decenber 4, 1996 (P.L.851, No.140), are anended to read:
Section 12. Unlawful Acts.--(a) [It] Except as provided in

sections 5.2 and 5.4 of this act, it is unlawful for any person

to hold hinself out as or otherwi se use the title or designation
"certified public accountant," or the abbreviation "CPA " or any
other title, designation, words, letters or abbreviation tending
to indicate that the person is a certified public accountant or
engaged in the practice of public accounting unless the 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.

(b) It is unlawful for any person to hold hinmself out or

otherwise use the title "certified public accountant,”™ "public
accountant” or any abbreviation thereof, or the letters "CPA" or
"PA" by virtue of any certificate, registration or |license
illegally or fraudulently obtained by the person, or issued
unlawful Iy or through any fraudul ent representation or deceit,

or msstatenent of material fact or fraudul ent conceal nent of a
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mat eri al fact made or induced or aided or abetted by the person.

(c) [I1t] Except as provided in sections 5.2 and 5.4 of this

act, it is unlawful for any partnership, corporation or other
association to hold itself out as or otherw se use the title or
designation "certified public accountant™ or "public accountant"”
or the abbreviation "CPA" or "PA " or any other title,

desi gnation, words, letters or abbreviation tending to indicate
that the partnership, corporation or other association is
conposed of or includes certified public accountants or public
accountants unl ess the partnership, corporation or other

associ ation holds a current |license under section 8.8 of this
act .

(f) Except as provided in this subsection, in sections 5.2

and 5.4 of this act or in subsections (a) and (c), it is

unl awful for any person to use a title that includes 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 any
jurisdiction 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

designation. It is not a violation of this subsection for an

i ndi vi dual :

(1) except as provided in clause (2), to use atitle or
designation that includes the word "accredited" or "certified"
or an abbreviation of such a title or designation if the title
or designation has been conferred by a private organi zation
after evaluation of the individual's credentials or

qualifications and if when the title or designation is used on

the individual's stationery it is acconpani ed by a statenent
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that it has been conferred by an organi zation not affiliated
with the Federal or any State governnment; or

(2) to use the designation "certified financial planner"” or
an abbreviation of that designation if the designation has been
conferred by a private organi zation after evaluation of the
i ndividual's credentials or qualifications.

(j) It is unlawful for any person to hold hinmself out as or
otherwi se use the title or designation "public accountant” or
t he abbreviation "PA" or any other title, designation, words,
letters or abbreviation tending to indicate that the person is a
publ i ¢ accountant, unless such person is registered as a public
accountant and is a licensee, 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 Comonweal t h.

(1) It is unlawful for any person, partnership or
corporation to hold hinmself or itself out as or otherw se use

the title or designation "certified accountant," "chartered

accountant," "enrolled accountant," "licensed accountant,"

"regi stered accountant,” "licensed public accountant,"

"regi 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 abbreviation

of any of those prohibited titles or designations or simlar

abbreviations |likely to be confused with "CPA " except that a

person who is a licensee may hold hinself out to the public as

an "accountant," "auditor" or "accountant and auditor." It is
not a violation of this clause for an individual designated by
the Internal Revenue Service as an enrolled agent to use that

title or the abbreviation "EA. "
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(1.1) It is unlawmful for any person to sell or offer to sel
or fraudulently obtain, furnish or procure any certificate,

registration [or license], |license or determnation of

subst anti al equi val ency under the provisions of this act or
cause or aid or abet another person to do so.

(1.2) [I1t] Except as provided in sections 5.2 and 5.4 of

this act, it is unlawful for any person that is not a |icensee

to sign, affix a firmnane to or otherw se issue any:

(1) report; or

(2) opinion, certificate or other comuni cation respecting
conpliance with conditions established by I aw or contract,
i ncluding, but not limted to, statutes, ordinances,
regul ations, grants, |oans and appropriations, together with any
wor di ng, acconpanyi ng or contained in such opinion [or

certificate], certificate or other comunication that indicates

that the person is conposed of or enploys:

(1) accountants or auditors; or

(i1i) persons having expert know edge in accounting or
audi ti ng.

(1.3 It is unlawmful for a licensee to use a professional or
firmname that the |licensee is prohibited fromusing by other
appl i cable provision of law or that is msleading as to the
persons who are partners, officers, nenbers, directors,
enpl oyees or shareholders of the firmor as to any other matter,
except that the nanmes of one or nore former partners,
shar ehol ders or menbers may be included in the name of a firmor
its successor.

(m [I1t] Except as provided in sections 5.2 and 5.4 of this

act, it is unlawful for any [person] individual who is not a

licensee to sign or affix his nanme or any trade or assuned nane

20070S0838B2247 - 45 -



© 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

used by himin his profession or business to or otherw se issue
any:

(1) report; or

(2) opinion, certificate or other comuni cation respecting
conpliance with conditions established by I aw or contract,
i ncluding, but not limted to, statutes, ordinances,
regul ations, grants, |oans and appropriations, together with any

certificate or other comruni cati on, which indicates:

(i) that he is an accountant or auditor; or

(1i) that he has expert know edge in accounting or auditing.
The provisions of this subsection shall not prohibit any
of ficer, enploye, partner, or principal of any organi zation from
affixing his signature to any [report or other] comrunication in
reference to the affairs of the organization with any wordi ng
designating the position, title, or office which he holds in the
organi zation, nor shall the provisions of this subsection
prohi bit any act of a public official or public enploye in the
performance of his duties as such.

(n) [1t] Except as provided in sections 5.2 and 5.4 of this

act, it is unlawful for any person not a licensee to hold
hinmself or itself out to the public as an "auditor” or as an
"accountant and auditor”. enploye, partner, or principal of any
organi zati on from describing hinself by the position, title or
of fice he holds in the organization, nor shall this subsection
prohi bit any action of a public official or public enploye in
t he performance of his duties as such.

(o) It is unlawful for any person to hold hinmself or itself

out as a menber of any society, association or organi zation of

certified public accountants or public accountants, unless such

20070S0838B2247 - 46 -



© 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

person holds a valid certificate of certified public accountant
i ssued by this Commonweal th or by sonme state or is registered as
a public accountant in this Commonwealth or, in the case of a
firm is licensed under section 8.8 of this act.

(p) Conmi ssions and referral fees shall conply with the
fol | ow ng:

(1) A [licensee in public practice] person practicing public

accounting in this Commpbnweal th shall not for a comm ssion

recommend or refer to a client any product or service, or for a
commi ssion recomend or refer any product or service to be
supplied by a client, or receive a conmm ssion when the [|icensee

or the licensee's] person or the person's firmalso perforns for

that client any of the follow ng:

(i) An audit or review of a financial statenent.

(ii) A conpilation of a financial statenent when the
[licensee] person expects, or reasonably m ght expect, that a

third party will use the financial statement and the
| ack of independence.

(i) An exam nation of prospective financial information.
This prohibition applies during the period in which the
listed in this clause and the period covered by any historical
financial statenents involved in such |listed services.

(2) A [licensee in public practice] person practicing public

accounting in this Comobnwealth who is not prohibited by this

act fromperformng services for or receiving a comi ssion and

who is paid or expects to be paid commi ssion shall disclose that

refers a product or service to which the comm ssion rel ates.
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(3) Any [licensee] person who accepts a referral fee or who
pays a referral fee shall disclose such acceptance or paynent to
the client.

(4) The board shall promul gate regul ati ons specifying the
ternms of the disclosures required by clause (2) or (3), the
manner in which the disclosures shall be nmade and such ot her
matters regarding the disclosures as the board shall deem
appropriate. The regulations shall require, at a mininmum that a
di scl osure shall conply with all of the follow ng:

(i) Be in witing and be cl ear and conspi cuous.

(ii) State the amount of the comm ssion or referral fee or
the basis on which it will be conputed.

(ii1) Be made at or prior to the tine:

(A) the recommendation or referral of the product or service
is made in the case of a conmm ssion; or

(B) the client retains the [licensee] person to whomthe
client has been referred in the case of a referral fee.

(5) This subsection does not apply to:

(1) Paynments for the purchase of all or part of an
accounting practi ce.

(ii) Retirenment or simlar paynents to persons fornerly
engaged in the practice of public accounting.

(iti1) Paynments to the heirs or estates of persons fornerly

engaged in the practice of public accounting.

(iv) Incentive or bonus paynents to a [|icensee] person by a

(q) [1t] Except as provided in sections 5.2 and 5.4 of this

act, it is unlawful for any person not a licensee to engage in
the practice of public accounting in this Comobnweal t h.

(r) Except as provided in sections 5.2 and 5.4 of this act,
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it is unlawful for any person not a |licensee to prepare

financial information that is acconpanied by a letter or other

text that does not conply with section 13(c) of this act.

Section 13. Acts Not Unlawful.--(a) Nothing contained in
this act shall prohibit any person not a certified public
accountant or a public accountant from serving as an enpl oye of
or an assistant to a certified public accountant, a public
accountant or firm but an enploye or assistant shall not issue
any report or accounting or financial statenent over his nanme or

(b) Nothing contained in this act shall prohibit a certified
publ i c accountant, or association conposed of certified public
accountants, of another state who is concurrently engaged in
public practice in such state fromtenporarily practicing in
this Commonweal th on professional business if the practice is
conducted in conformty with the regulations and rul es governing
tenporary practice pronul gated by the board.

(c) Nothing contained in this act shall prohibit a person
while not holding hinself out as a certified public accountant,
public accountant or l|icensee fromoffering and rendering
bookkeepi ng and simlar technical services or other services
i nvol ving the use of accounting skills, including the
preparation of tax returns and the preparation of financial
i nformation without issuing a report or other comunication that
expresses an opi nion or assurance on the statenments. A letter or
ot her text that acconpani es financial information prepared under
this subsection shall not constitute a report or other

comuni cation that expresses an opinion or assurance only if it

contains and is limted to the foll ow ng wording:

The acconpanying financial information of (conpany) as of
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(date and year), and for the year then ended have been
prepared by (ne/us).
This financial information is the representation of the
managenent (owners) of (conpany).
A person who prepares financial information as permitted by this
subsection may use the title or designation "accountant"” or
"accountants” and may refer to the services being provided as
"accounting” only if the person includes in any letter or other
text acconpanying the financial information the follow ng
st at enent :
| amnot a certified public accountant or public
account ant .
We are not certified public accountants or public
account ant s.
Section 16. Penalties.--* * *
(c) In addition to any other civil renedy, crimnal penalty
or discipline provided for in this act, the board may | evy a
civil penalty of up to [one thousand dollars ($1,000)] TEN <—
THOUSAND DCOLLARS ($10, 000) on any person for a violation of any
provision of this act. The board shall levy a civil penalty only
after affording the accused party the opportunity for a hearing,
as provided in Title 2 of the Pennsyl vania Consol i dated Statutes
(relating to adm nistrative |aw and procedure). The maxi mum
civil penalty that may be levied by the board shall not be nore
t han two hundred thousand dollars ($200,000) for any rel ated

series of violations. The board nmay not levy a civil penalty

with respect to a violation for which the person has been fined

or assessed a civil penalty in-anotherjurisdiction— BY THE <—
ACCOUNTANCY REGULATORY AUTHORI TY OF ANOTHER STATE.

* * %
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1 Section 10. This act shall take effect in 60 days.
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