Board of Accountancy
WASHINGTON STATE 4/ .

SPECIAL BOARD MEETING AGENDA

Date, Time: Wednesday, June 8, 2016 — Special Meeting — 1:30 p.m.
Location: Evergreen Plaza Building
Washington State Board of Accountancy Office/Teleconference
711 Capital Way S. Suite 400
Olympia, WA 98501
(360) 753-2586

Notices: None
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c. WAC 4-30-058 Does the board authorize the use of any other titles or designations?............ D
d. WAC 4-30-090 Must an out-of-state individual holding a license from another state
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e. WAC 4-30-110 What are the allowable legal forms of organization and ownership
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i. WAC 4-30-142 What are the bases for the board to impose discipling?.........cccccccevvveverienenn, J

3. Executive and/or Closed Session with Legal Counsel

4. Public Input

The Board of Accountancy schedules all public meetings at barrier free sites. Persons who need special assistance, such as enlarged type
materials, please contact the Board's Americans with Disabilities Act contact person:

Kirsten Donovan, Washington State Board of Accountancy 7-1-1 or 1-800-833-6388 (TTY) - 1-800-833-6385 (Telebraille)
PO Box 9131, Olympia, WA 98507-9131 (TTY and Telebraille service nationwide by Washington Relay
Phone: 360-664-9191 E-mail: kirstend@cpaboard.wa.gov www.washingtonrelay.com)



Date and Time:
Location:

Notices:

Chair’s Opening
Announcements:

WASHINGTON STATE
BOARD OF ACCOUNTANCY
SPECIAL BOARD MEETING - JUNE 8, 2016
SUMMARY

Wednesday, June 8, 2016 - 1:30 p.m.

Evergreen Plaza Building

Washington State Board of Accountancy Office/Teleconference
711 Capitol Way S. Suite 400

Olympia, WA 98501

(360) 753-2586

None

The purpose of the Board meeting is for the Board to
accomplish its business. After the Board completes its
discussion of an agenda item, if appropriate, | will ask if anyone
in the audience wishes to comment. As areminder, individuals
attending the meeting may participate only after recognition by
the Chair. If you plan to address the Board on other matters
during the public input section of the agenda, please sign the
sign-up sheet.

June 8, 2016 — SPECIAL BOARD MEETING

1. ESHB 2433 — Firm Mobility

Tab A contains ESHB 2433, which went into effect on June 6, 2016. Rule changes are
necessary related to the passage of this new law.

2. Rules Review

a. WAC 4-30-010 Definitions

Tab B contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

File the CR-102 combining the proposed changes from these
current revisions and the prior agreed upon revisions concerning
fiduciary and schedule a public rule-making hearing in conjunction
with the Board’s July meeting?; or

Amend the rule proposal for consideration at the Board’s July
meeting?; or

Withdraw the rule proposal?
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b. WAC 4-30-034 Must | respond to inquiries from the board?

Tab C contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

c. WAC 4-30-058 Does the board authorize the use of any other titles or
designations?

Tab D contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

d. WAC 4-30-090 Must an out-of-state individual holding a license from
another state apply and obtain a Washington state license to hold out and
practice in Washington state?

Tab E contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

e. WAC 4-30-110 What are the allowable legal forms of organization and
ownership requirements for a CPA firm?

Tab F contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Page 2
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f.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

WAC 4-30-112 Must a firm holding a license from another state apply and
obtain a Washington state license to hold out and practice in Washington
state?

Tab G contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

. WAC 4-30-114 How do | apply for and maintain a firm license?

Tab H contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

WAC 4-30-130 What are the quality assurance review (QAR) requirements
for licensed CPA firms?

Tab | contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 as written for this proposal and schedule a public
rule-making hearing in conjunction with the Board’s July
meeting?; or

e Amend the rule proposal for consideration at the Board’s July
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meeting?; or
e Withdraw the rule proposal?

i. WAC 4-30-142 What are the bases for the board to impose discipline?

Tab J contains the CR-101 draft of the proposed rule changes under
consideration. Tom Neill will lead a discussion on the proposed changes.

Does the Board wish to direct staff to:

e File the CR-102 combining the proposed changes from these
current revisions and the prior agreed upon revisions concerning
trustee’s duties and schedule a public rule-making hearing in
conjunction with the Board’s July meeting?; or

e Amend the rule proposal for consideration at the Board’s July
meeting?; or

e Withdraw the rule proposal?

Executive and/or Closed Session with Legal Counsel

The Board's Legal Counsel requests the agenda for regular Board meetings contain a
placeholder item identifying the Board and Legal Counsel may enter into executive or
closed session when determined appropriate.

Public Input

Board meeting time has been set aside to ensure the public has an opportunity to
address its concerns and the Board has an opportunity to ask questions of the public.
Individual speakers will be provided 10 minutes each with a maximum of three
speakers at each Board meeting. (Chair: Note the sign-up sheet will be set out at the
start of the Board meeting.)
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CERTIFICATION OF ENROLLMENT

ENGROSSED SUBSTITUTE HOUSE BILL 2433

64th Legislature
2016 Regular Session

Passed by the House February 11, 2018
Yeas 96 Nays 0 :

Speaker of the House of Representatives

Passed by the Senate March 1, 2016
Yeas 46 Nays 0 :

CERTIFICATE

I, Barbara Baker, Chief Clerk of
the House of Representatives of the
State of Washington, dc  hereby
certify that the attached is
ENGROSSED SUBSTITUTE HOUSE BILL
2433 as passed by House of
Reprasentatives and the Senate on
the dates hereon set forth.

President of the Senate

BRpproved

Governor of the State of Washington

Chief Clerk

FILED

Secretary of State
State of Washington




ENGROSSED SUBSTITUTE HOUSE BILL 2433

~ Passed Legislature - 2016 Regular Session
State of Washington ‘ 64th Legislature ' 2016 Ragular Session

By House Business & Financial Services {(originally sponsored -by
Representatives Vick, Kirby, and Goodman) :

READ FIRST TIME (02/05/16.

AN ACT Relating to certified public accountant firm mobility; and
amending RCW 18.04,025, 18.04.055, 18.04.105%, 18.04.195, 18.04.345,
18.04.205, and 18.04.350.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

Sec. 1, RCW 18.04.025 and 2008 ¢ 16 5 2 are each amended to read

as follows: ‘

Unless the context clearly reguires otherwise, the definiticns in
this section apply throughout this chapter. '

{1) "Attest™ © means providing the following { (£4rerpadad
seaeemerns) ) services;:

{a) Any audit or other engagement to be performed in accordance
with the statements on auditing standards;

(b} Any review of a fingncial statement to be provided 1in

accordance with the statements on standards for accounting and review

gervices;

(c) Any |((examinstiern—eof —pregpective—fipanedgl —information))

engagement to be perfecrmed in accordance with the statements on

standards for attestation engagements; and
(d) Any engagement to be performed in accordance with the public

company accounting oversight board auditing standards.

ESHB 2433.PL




(2) "Board" means the board of accountancy created by RCH

18.04.035,
(3) "Certificate" means a certificate as a certified public

accountant issued pricr to July 1, 2001, as authorized under the

provisions of this chapter,

{4} "Certificate hcolder" means the holder of a certificate as a-

certified public accountant who has not become a 'licensee, has
maintained CPE requirements, and who does not practice public
accounting,

(5) "Certified public accountant" or "CPA" means a person holding
a certified public acccocuntant license or certificate.

(6) "Compilation" means. providing a service to be performed in
accordance with statements on standards for accounting and review
services that 1is presenting in the form of financiel statements,
information that is the representation of management (owners) without
undertakingjto exXpress any assurance on the statements.

{(7) "CPE" means continuing professional education.

{(8) "Firm" means a sols proprietorship, a corpcration, or a
partnership. "Firm" 2lso means a limited liability company formed
under chapter 25.15 RCW,.

{8) "Holding out" means any representation to the public by the

use of restricted titles as set forth in RCW 18.04.345 by a person or
firm that the person or firm holds a license under this chapter and
that the person or firm offers to perform any professicnal services
to the public as a licensee. "Holding out"™ shall not affect or limit
2 person or firm not reqﬁired to hold a license under this chapter

from engaging in practices identified in RCW 18.04.330.

(10) (("T_T e, g A El + 1 1 P | Py PR W o 3 I PN ola P S o
T LIOTCT [ S S ) g - [ W EXS »J_t.}\./\JJ.J_.L A J\/j -l Ll Jar M my Ll [
headd ] , . r L
+14+)) "Inactive" means the certificate i1s in an inactive status

because a person who held a wvalid certificate before July 1, 2001,
has. net met the current reguirements of licensure and has been
granted inactive certificate holder status through an approval
process established by the board. !

((4423-)) (11} "Individual" means a living, human being.

({(+33+)) (12} "License" means a license to practice public
accountancy issued. to an individual under this chapter, or a license
issued to a firm under this chapter. '

(&) (13) "Licensee" means the holder of a license to
practice public accountancy issued under this chapter.

p. 2 ESHB 2433.PL
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((+#+5+)) [(14) "Manager" means & manager of a limited liability
company licensed as a firm under this chapter.

((+%6+)) (15) "NASBA" means the national association of state
boards of accountancy.

((4394+)) (16) "Peer review" means a study, appraisal, or review
of ¢cne or more aspects of the attest or compilation work of a
licensee or licensed firm in the practice of public¢ accountancy, by a
person or persons who hold licenses and who are not affiliated with
the person or firm being reviewed, including a peer review, or any
internal review or inspecticn intended to comply with guality control
policies and procedures, but not including the "quality assurance
review" under subéection ((-=23)) {(20) of this section.

{({(8)) (L17) T"Person" means any individual, - noﬁgovernmental

organization, or business entity regardless of legal form, including

a sole proprietorship, firm, partnership, corporation, limited

liability company, association, or not-for-profit organization, and
including the sole proprietor, partners, members, and, as applied to

corporations, the officers.

((++9+)) 18) "Practice of public accounting"” means performing or

offering to perform by a person or firm holding itself out to the
public as a licensee, for a client or potential client, one or more

kinds of services involving the use of accounting or auditing skills,

including the issuance of "{ (amekdE) ) reports," ((Llreview-reportslor

el oern—finanedal stakements~) ) OF one or more kinds

Vo d ] okt o e
J.J.I.LJ.LJ_LLl__L P =

ceorEtt own Ao
of management advisory, or consulting.services, or the preparation of
tax returns, or the furnishing of advice on tax matters. "Practice of
public accounting"” shall. not include practices that are permitted
under the provisions of RCW 18.04.350{(10) by persons or firms not
required to be licensed under this chapter.

((#28+)) (19} "Principal place of business" means the office
location designated by the licensee for purposes of substantial
equivalency and reciprocity. .

{ (A=) ) £20)  MQuality assurance review" means a process
established by and conducted at the direction of the board of study,
appraiéal, or review of one or more aspects o¢f the attest or
compilation work of a licensee or licensed firm in the practice of
public accountancy, by a person or persons who hold licenses and who

are not affiliated with the person or firm being reviewed.
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=) ) (21 Report, when used with reference to anv attest or

compilation sgervice, means an opinion, report, or other form of

language that states or implies assurance as to'the religbility of

the attested information or compiled financial statements and that

also includes or_is accompanied by anv statement or implication that

the person or firm issuing it has special knowledge or competence in

the practice of public accounting. Such a statement or imblication of

special knowledge Qr competence may arise from use by the issuer of

the report of names or titles indicating that the person or Firm is

involved in the practice of public aggounting, or from the language

of the report dtself. "Report" includes anv form of language which

disclaims an opinigon when such form of language 1is conventicnally

understood to imply any positive assurance as to the reliability of

the attested information or compiled financial statements referred to

and/cr special competence on_the part of the person or firm issuing

such languadge; and it dncludes any other form of language that is

conventionally understood to imply such assurance and/or such special

knowledge or competencs, "Report" -~ does not inciude services

referenced in RCW_ 18.04.350 {10} or (11) provided by persons not

holding a license under this chapter as provided in RCW

18.04,350(14).

{22) "Review committee" means any  person carrying out,
administering or overseeing a peer review authorized by the reviewee.

({(24)) (23) "Rule" means any rule adopted by the board under
authority of this chapter.

({+=Z5+)) (24) "Scle proprietorship" means a legal form of
organization owned by one person meeting the requirements of RCW

18.04.195.

4 : ESHE 2433.PL
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((+263)) [25) "State" includes the states of the United States,
the District of Columbia, Puerto Rico, Guam, the United States Virgin
Islands, and the Commonwealth of the Northern Mariana Islands at such
time as the board determines that the Commonwealth of the Northern

Mariana Islands " is issuing licenses wunder the substantially

equivalent standards in RCW 18.04,350(2) (a).

Sec. 2. RCW 18.04.055 and 2001 ¢ 294 s 5 are each amended to
read as follcows: _

The board may adopt and amend rules under chapter 34.05 RCW for
the orderly conduct of its affairs. The board shall prescribe rules
consistent with this chapter as necessary to implement this chapter.

Included may be:
{1} Rules of procedure to govern the conduct of matters hefore

the board;

{2) Rules cof professional conduct for all licensees, certificate
holders, and nonlicensee owners of licensed firms, in order to
establish and maintain high standards of competence and ethics

including rules dealing with independence, integrity, objectivity,

'and'freedom_from conflicts of interest;

(3) Rules specifying actions and <circumstances deemed to
constitute holding oneself out as a licensee 1in connection with the
practice of publicraccouﬁtancy; ‘

{(4) Rules specifying the manner and circumstances of the use of
the titles "certified public accountant” and "CPA," by holders of
certificates who do not also hold licenses under this chapter;

' (5) Rules specifying the educational requirements to take the
certified public accountant examination;

(6) Rules designed to ensure that licensees' "reporté ({en

fHrenetel—statemernts) )" meet the definitional requirements.for'that
term as specified in RCW 18.04.025;

{7) Requirements for CPE tc maintain or improve the professional
competence of licensees as a condition to maintaining their license
and certificate hoeolders as a condition to maintaining their

certificate under RCW 18.04.215;
(8) Rules governing firms issuing or offering to issue reports

( (op—Fipanciat—etatenents—e®) ) Using the title "certified public

accountant” or "CPA" including, but not limited to, rules concerning

thelr style, name, title, and affiliation with any other

p. 5 | ESHB 2433.PL
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organization, and establishing reasonable practice and ethical
standards to protect the public interest;

(9) The board may by rule implement a guality assurance review
program as a means Lo monitor licensees' quality of practice and
compliance with professional standards. The board may exempt from
such program, licensees who undergo periodic peer reviews in programs
of the American Institute of Certified Public Accountants, WNASBA, or
other precgrams recognized and approved by the board;

(10) The board may by rule require licensed firms to cbtain
professioconal liability insurance if in the board's discretion such
insurance prcvides, additional and necessary protection for the
public;

(11) Rules specifying the. experience regulrements in order to
qualify for a license; '

(12) Rules specifying the requirements for certificate helders to
qualify for a license wunder this chapter which must include
provisicns- for meeting CPE and experience reguilrements prior o
application for licensure;

(13) Rules specifying the registration requirements, including
ethics examination and fee reguirements, for resident nonlicensee
partners, shareholders, and managers of licensed firms;

(14} Rules specifying the ethics CPE reguirements for certificate
holders and owners of licensed firms, including the process for
reporting compliance with those requirements; 7

(i5) Rules specifying .the experience and CPE requirements for

=, o e o e o
=

licensees offering or issuing vreports {(en

and

(1) Any other rule which the board finds necessary or

appropriate to implement this chapter.

Sec. 3. RCW 18.04.105 and 2004 ¢ 159 s 2 are each amended to

read as follows:
(1) A license to practice public accounting shall be granted by

the board to any person! _
(a) Who is of good character. Good character, for purposes of
this section, means lack of a history of dishonest or felonious acts.
The board may refuse to grant a license on the ground of féilure te
satisfy this requirement only 1if there 1is a substantial coennection
between the lLack of good character of the applicant and - the
professicnal and ethical responsibilities of a licensee and if the
p. 6 ESHB 2433.PL
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finding by the board of lack c¢f good character is supported by a
preponderance of evidence. When an applicant 1is found to be
unqualified for a license because of a lack of good character, the
board shall furnish the applicant a statement containing the findings
of the board and a noetice of the applicant's right of appeal;

(b)) Who has met the educationél standards established. by rule as
the board determines to be appropriate;

(¢) Who has passed an examination;

(d) Who has had one year of experience which is gained:

(i} Through the use of accounting, issuing reports ((ep—fimapeiat
segkements) ), ménagement advisory, £financial! advisory, tax, tax
advisory, cr consulting skills:

(ii) While employed in government, industry, académia, or public
practice; and

(iii) Meeting the competency requirements 1in a manner as
cdetermined by the board to be approrriate and established by board

rule; and
(2) Whe has pald appropriate fees ags established by rule by the

board. _
(2) The examination described in subsection (1) (<) of this
secticn shall test the applicant's knowledge of the subjects of

accounting and auditing, and other related fields the board may

. specify by rule. The time for holding the examination is fixed by the

board and may be changed from time to time. The board shall prescribe
by rule the methods of applying .for and taking the examination,
including methods for grading examinations and determining a passing
grade required of an applicant for a license. The board shall to the
extent possible see to it that the grading of the examination, and
the passing grades, are uniform with those applicakle fto all other
states. The board may make use of all ‘or a part of the uniform
certified public accountant examination and advisdry grading service
of the BAmerican Institute of Certified Public Accountants and may
contract with third parties to perform administrative services with
respect to the examination as the board deems appropriate to assist

it in performing its dutlies under this chapter. The bkoard shall

establish by rule provisions for transitioning to a new examination

structure or to a new media for administering the examination.

{3} The board shall charge each applicant an examination fee for
the 1nitial examination or for reexamination. The applicable Zfee
shall be paid by the person at the time he or she applies for

p. 7 _ ESHB 2433.PL
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examination, réexamination, or - evaluation of educational
gualifications. Fees for examination, reexamination, or evaluation of
educational gualifications shall be determined by the board under
chapter 18.04 RCW. There is established in the state treasury an
account to be known as the certified public accountants' account. ALl
fees received from candidates to take any or all sections of the
certified public accountant examination shall be used only for costs
related to the examination.

{4}y Persons who on June 30, 2001, held wvalid certificates
previcusly issued under this chapter shall be | deemed to Dbe
certificate holders, subject to the fcllowing: '

{a) Certificate holders may, pricr to June 30, 2006, petition ths
board to become licensees by documenting to the beoard that they have
gained one year of experience through the use of accounting, issuing
reports ( (ean—fimnanciot—otatements) ), management advisory, filnancial
adviscry, tax, tax advisory; or consulting skills, without regard to
the eight-year limitation set forth in (b) of this subsection, while
emploved in government, industry, academia, or public practice.

(b) Certificate holders who do not petition to beccme licensees
pricr to June 30, 2006, may after that date petiticon the board to
become licensees by documenting fco the board that they have one year
of experience acquired within eight years prior to applying for a

e e W e

license through the use of accounting, issuing reports ((er—Efinaneial

shabtemests) ), nanagement advisory, financizal advisory; tax, fax
advisory} or conéulting skills in government, industry, academia, or
public practice. , B |

(c) Certificate holders who petition the board pursuant to (a) or
(b} of this subsection must alsc meet competency requirements in a

manner as determined by the board to be appropriate and established

by bkoard rule.

(d) Any certificate holder petitioning the bcard pursuant to ({(a)
or (b) of this subsection tco become a licensee must submit to the
board sgatisfacteory preoof of having completed an accumulation of one
hundred twenty hours of CPE during the fhirty—six months preceding
the date of filing the petiticn.

(e} Any certificate holder petiticning the board pursuant to (a)
or (k) of this subsection to hecomse a licensee must pay' the
appropriate fees established by rule by the board. .

{5) Certificate holders shall comply with the prohibition against

the practice of public accounting in RCW 18.04.345.

p. 8 ESHB Z433.PL
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(6) Perscons who on June 30, 2001, held wvalid certificates
previously issued under this chapter are deemed to hold inactive
certificates, subject to renewal as inactive certificates, until they
have petitioned the bocard to become licensees and have met the
requirements of subsection (4) of this section. No individual who did
not hold a valid certificate before July 1, 2001, 1is eligible to
obtain an inactive certificate.

{7} Persons deemed to hold inactive certificates under subsection
(6) of this section shall comply with the prohibition against the
practice of public accounting in subsection (8) (b} of this section
and RCW 18.04.345, but are not required to display the term inactive
as part of their title, as required by subsection (8)(a} of this
section until renewal. Certificates renewed to any perscns after June
30, 2001, are inactive certificates and the inactive certificate
holders are Subject to the requirements of subsection (8) of this
section. -

(8) Persons holding an inactive certificate:

(a) Must use or attach the term "inactive" whenever using the
title CPA or certified public accountant or referring to the.
certificate, and print the word "inactive" immediately following the
title, whenever the title 1is printed on a business card, letterhead,
or any other document, including documents published or transmitted

through electronic media, in the same font and font size as the

title; and

(b} Are prchibited from practicing public accounting.

Sec. 4.‘ RCW 18.04.1%5 and 2008 ¢ 16 s 3 are each amended to read
as follows:

(1) The board shall grant or renew licenses to practice as a CPA
firm to applicants that demonstrate their qualifications therefore in
accordance with this section.

{a} The following must hold a license issued under this section:

(i) Any firm with an office in this state ‘performing' attest

services as defined in RCW 18.04.025(1) or compilations as defined in

RCW 18.04.025(6);
(1i) Any firm with an office in this state that uses the title

"CPA" or "CPA firm"; or
{1ii) Any firm that does not have an office in this state but

((peféefms)) offers or renders attest services described 1n RCW

ESHB 2433.PL
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18.04.025 { (i ——tarr—tetr—ar—tdfor a—elien
in this state, unless it meets each of the following regulrements:

{(A) Complies with the gualifications descrikbed din subsegtion

(3)(C), {4} {a)y, or (5){c) of this section;
{B) Meets the board's quality assurance review program

reguirements authorized by RCW 18.04.055(9) and _ the rules

implementing such section; _ ,
(C) Performs such sgervices through an individual with practice
privileges under RCW 18.04.350(2);: and
(D) Can lawfully do sc in the state where said individuals_ with

practice privileges have their principal place of business.

(b) A firm that is not subject. tc the regquirements of subsection
{1) {a) {{(+=H=F3+)} of this section lmay perform compilation services
described in RCW 18.04.025(6) and other nonattest professional

services while using the title "CPA" or "CPA firm" in this state

without a license issued under this section only if:
(i) The firm performs such services through an 1nd1v1dual with

practlce privileges under RCW 18.04.350(2); and
(ii) The firm c¢an lawfully do so 1in the state where said

individuals with practice privileges have their principal place of

businessg { (3—aet
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(2) A scle proprietorship required to obtain a license under

subsection (1) of this section shall license, as a firm, every three

_years with the board.

{a) The sole proprietor shall held and renew a license to
practice under RCW 18.04.105 and 18.04.215, or, in the case of a sole
proprietorship that must. obtain a license pursuant to subsection
(1) {a) (i1i1} of this secticn, be a licensee of another state who meets
the requirements in RCW 18.04.350(2);

{b) Each reSident individual in charge of an office located in
this state shall hold and renew a license to practice under RCW

18.04.105 and 18.04.215; and
(c) The licensed firm must meet ({eempeteney)) requirements

established by rule by the board.

p. 10 ESHB 2433.PL
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(3} A partnership reguired to obtain a license under subsection
(1) cf this section shall license as a firm every three years with
the board, and shall meet the feollowing requirements:

(a) At least one general partner of the partnership shall hold
and renew a license to practice under RCW 18.04.105 and 18 04.215,
or, 1in the case of a partnership that must obtain a license pursuant
te subsection (1) (a) (iii) of this section, be a licensee of another
state who meets the requirements in RCW 18.04.350(2);

(b} Each resident individual in charge of an office in this state
shall hold and renew a license to practice under RCW 18.04.105 and
18.04.215; ' ,

(c) At least a simple majority of the ownership cof the licensed’
firm in terms of financial interests and voting rights of all
partners or cowners shall be held by persons who are licensees or
helders of a wvalid license issued under this chapter or by another
state. The principal partner of the partnership and any partner
having authority over issuing reports ((eﬁ——é&ﬂﬁﬁeéa%——&%a%eﬁeﬁ%ﬁ))
shall hold a license under this chapter or issued by another state;
and ‘

(d) The licensed firm must meet ((cempetensy)) reguirements

established by rule by the board.
(4) A corporation reguired to obtain a license under subsectlon

(1) of this section shall license as a firm every three years with
the koard and shall meet the following regquirements:

(a) At least a simple majority of the ownership of the licensed
firm in terms of financial interests and voting rights of éll
shareholiders or owners shall be held by persons who are licensees or
holders of a wvalid license issued under this chapter or by another
state and is principally employed by the corporation or actively

engaged in its business. The principal officer of the corporation and

any officer or director having authority over issuing reports ((en
fimanciadl—statements)) shall hold a license under this chapter or

issued by another state; .
(b} At least one shareholder of the corporation shall held a

license under RCW 18.04.105 and 18.04.215, c¢r, in the case of a
corporation that must obtain a license pursuant to subsection

(1) (a) (iii) of this secticn, be a licensee of another state who meets

the requirements in RCW 18.04.350(2);

11 : ESHB 2433.PL
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having authority over issulng reports |{(es—Ffinan

(c) Fach resident individual in charge of an office located in
this state shall hold and renew a license under RCW 18.04.105 and
18.04.215;

{d) A written agreement shall bind the corpofation or 1its
shareholders to purchase any shares offered for sale by, or not under
the ownership or effective control of, a qgualified shareholder, and
bind any holder not a qualified shareholder to sell the shares to the
corporation or 1ts gualified shareholders. The agreement shall be
noted on each certificate of corporate stock. The corporation. may
purchase any amount of its stock for this purpose, notwithstanding
any impairment of capital, as long as cne share remains outstanding;

(e) The corporation shall comply with any other rules pertaining
to corporations practicing public accounting in this state as the
board may prescribe; and

(f) The licensed firm must meet |((eempeteney)) reqguirements
established by rule by the board. | :

(5) A limited liability cdmpany required to obtain a license
under subsection (1) of this section shall license as a firm every
three years with the ‘board, and shall meet the following
requirements: |

(a) At least one member of the limited liability company shall
nold a license under RCW 18.04.105 and 18.04.215, cor, in the case of
a limited liabilify'company that.must obfain a license pursuant to
subsecticn (1) {a) (iii}) of this section, be a licensee of another
state who meets the requirements in RCW 18.04.350(2);

(b} Each resident manager or member in charge of an office
located in 'this state shall hold and renew a license under RCW
18.04.105 and 18.04.215;

{(c) At least a simple majority of the bwnership of the licensed
firm in terms of financial interests and voting rights of all owners
shall be held by persons whe are licensees or holders of a valid
license 1issued under this chapter or by another state. The principal

member or manager of the limited lisgbility company and any member

Cements) )
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shall heold a license under this chapter or issued by another state;

and
{d) The licensed firm must mest ({compateray)) reguirements
established by rule by the board.
(6) Application for a license as a firm with an office in this
state shall be made upon the affidavit of the proprietor or
p. 12 : ' ESHB 24332.PL
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individual designated as managing partner, member, or shareholder for
Washington. This individual shall held a license under RCW 18.04.215.

{(7) In the case of a firm licensed in another state and reguired
to cbtain a license under subsection (1) (a) (iii} of this section, the
application for the firm license shall be made upon the affidavit of
an’ individual who qualifies for practice privileges in this state
under RCW 18.04.350(2) who has been authcrized by the applicant firm
tc make the application. The board shall determine 1in each case
whether the applicant is eligible for a license. 7

(8) The board ghall be given netification within ninety days
after the admission or withdrawal of a partner, shareholder, or
member engaged in this state in the practice of public accounting
from any partnership, corpcration, or limited liability company So
licensed.

(2) Ticensed firms that fall out of compliance with the
provisions of this section due to changes in firm ownership, after
receiving or renewing a license, shall notify the board in writing
within hinety days of 1ts falling éut of compliance and propose a
time period in which they will come back into compliance. The board
may grant a reasonable pericd of time'for a firm to be in ccmpliance
with the provisions of this section. Failure to bring the firm into
compliance within a reasonable period of time, as . determined by the
board, may result in suspensiocn, revocation, or imposition of
conditions on the firm's license, ‘

{10y Fees for the license as a firm and For notification of the
board of the admission or withdrawal of a partner, shareholder, or
member shall be determined by the beard. Fees shall ke paid by the
firm at the time the license application form cor notice of admission
or withdrawal cof a partner, shareholder, or member is filed with the
becard. ‘

{11) Nonlicensee owners of licensed firms are:

(a} Required to fully comply with the provisions of this chapter
and bcard rules;

{b) Reguired to be an individual;

{c} Regquired to be of qood character, as defined in RCW,

18.04.105(1) {a), and an active individual participant in the licensed

firm or affiliated entities as these terms are defined by becard rule;

and
(d} Subject to discipline by the board for vieclation of this

chapter.
p. 13 ESHE 2433.PL
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{12) Resident noniicensee owneré of licensed firms are required
to meet: ' '

(a) The ethics examination, registration, and fee.requirements as
established by the beoard rules; and

(b} The ethics CPE reguirements established by the board rules.

(13} (a) Licensed firms must notify the board within thirty days
after: . |

(1) Sanction, suspensiocn, revocation, or modification of their
professional license or practice rights by the securities exchange
commission, internal revenue service, .or ancther state board of
accountancy;

(ii) Sanction or order against the licensee or nonlicensee firm
owner by any federal or other state agency related to the licensee's
practice of public accountlng or viclation ¢f ethical or technical
standards established by board rule; or

{iii) The licensed firm is notified that lt has been charged with
a viclation of law that could result in the suspension or revocation
of the Ffirm's license by a federal or other state agency, as
identified by board rule, related to the firm's professional license,
practice rights, or viclation of ethical or technical standards
established by board rule. '

() The board must adopt rules to implement thlS subgection and
may also adopt rules specifying requirements for licensees to report
to the board sanctions or orders relating to the licensee's practice
of public accounting cr violation of ethical or technical standards

entered "against the 1licensee by a nongovernmental professionally

related standard-setting entity.

Sec. 5. RCW 18.04.345 and 2009 ¢ 116 s 1 are each amended to
read as follows: _

(1) No individual may assume or use the designation "certified
public accountant-inactive" or "CPA-inactive” or any other title,
designation, words, Jletters, abbreviation, sign, card, or device
tending to indicate that the dindividual is a «certified public
accountant-inactive or CPA-inactive unless the individual holds a
certificate. Individuals holding oniy a certificate may not practice
public accounting. . )

{2) No individual may held himself or herself out to the pubklic
or assume or use the designation "certified public accountant” or
"CPA" or any other title, designation, words, letters, abbreviation,

o, 14 ' ESHB 24332.PL
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sign, card, or device tending to indicate that the individual 1is a
certified public accountant or CPA unless the individual qualifies
for the privileges authorized by RCW 18.04.350(2) or helds a license
under RCW 18.04.105 and 18.04.215.

{3) No firm with an office in this state may perform or cffer to
perform attest services as defined in RCW 18.04.025(1) or-compilation
services as defined in RCW 18.04.025(8) or assume or use the

designation "certified puklic accountant™ or "CPA" or any other

-title, designation, words, letters, abbreviation, sign, card, or

device tending to indicate that the firm is composed of certified
public accountants or CPAs, unless the firm is licensed under RCW
18.04.195 and all offices of the firm in this state are maintained
and registered under RCW 18.04.205. This subsection does not limit
the services permitted under RCW 18.04.350(10) by perscns not
raegquired to be licensed under this chapter.

(4) No firm may perform the services defined in RCW 18.04.025(1)

g £fica)) in this state
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unless the firm is licensed under RCW 18.04.195, renews the firm
license as required under RCW 18.04.215, and all offices of the fimm
in this state are maintained and registered under RCW 18.C4.205.

(5) MNo dindividual, partnership, limited liability company, of
corporation offering public accounting services to the public may
hold himself; herself, or itself out to the pﬁblic; Or assume or use
along, or iﬁ connection with his, hers, or its name, or any other
name the 'title or designation "certified accountant," '"chartered
accountant;" "licensed accountant," "licensed public accountant,”
"public accountant,™ or any other title or designaticen likely to be
confused with "certified public @ accountant" @ or .any cf  the
abbreviations "CA," "LA,"™ "LPA," or "PA," or similar abbreviaticns
likely to be confused with "CPA."

(6) WNo- licensed firm may operate under an alias, a firm name,
title, or "DBA" that differs from the firm name that is registered
with the board,

(7) No individual with an office in this state may sign, affix,
or asscciate his or her name or any trade or assumed name used by the
individual 1in his or her business to any report prescribed by
professional standards unless the individual holds a license to
practice under RCW 18.04.105 and 18.04.215, a firm holds a license
under RCW 18.04.185, and all of the individual's offices in this
state are registered under RCW 18.04.205.

p. 15 FSHR 2433, PL
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(B) No individual licensed in another state may sign, affix, or
assoclate a firm name to any report préscribed by professional
standards, or associate a firm name in conjunction with ths title
certified public accountant, unless the individual:

(a) Qualifies for the practice priﬁileges authorized by RCW
18.04.350(2); or ' o

(b) Is licensed under RCW 18.04.105 and 18.04.215, and all of the
individual's offices in this state are maintained and registered
under RCW 18.04.205.

(9) Nc individual, partnership, limited .liability company, Or
corporation not holding a license to'practice under RCW 18.04.105 and
18.04.215, or firm not licensed under RCW 18.04.1%5 or firm not
registering all of the firm's offices in this state under RCW
18.04.205, or ﬁot‘qualified for the practice privileges authorized by
RCW 18.04.350(2), may hold himself, herself, or itself out tc the
public as an "auditor" with or without any other description or
designation by use of such word on any sign, card, letterhead, or in
any advertisement or directory.

(10] For purposes of this section, because individuals practicing

using practice privileges under RCW  18.04.350(2) are deemed

" substantially eguivalent to licensees under RCW 18.04.105 and

18.04.215, every word, term, or reference that includes the latter
shall be deemed to include the former, provided the conditions of
such practice privilege, as set forth in RCW 18.04.350 (4) and (5)
are maintained. _ '

(11) Notwithstanding anything to the contrary in this sectiocn, it
is net a violation of this section for a firm that does not hold a
valid license under RCW 18.04.195 and that does not have an office in

this state to use the title "CPA"™ cr "certified opublic accountant” as

part of the firm's name and to provide its professional services in

this state, and licensees and individuals with practice privileqes

may provide services on behalf of guch firms so long as it complies

with the requirements of RCW 18.04.19%5(1) ({+=+)). An individual or

firm authorized under this subsection to use practice privileges in

this state must comply with therrequirements otherwise applicakble to

licensees in this sectiocon.

Sec. 6. RCW 18.04.205 and 2008 ¢ 16 s 4 are each amended to read

as follows:

. 16 ESHB 2433.PL
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(1) Each office established or maintained in this state for the
purpose of offering to 1issue or 1ssuing | (atkest—ar—ecompilation))
reports 1in this state or that uses the title '"certified public
accountant" or "CPA," shall register with the board under this
chapter every threse years. ' _

{2). Fach office established or maintained in this state shall be
under the direct supervision of a resident licensee holding a license
under RCW 18.04.105 and 18.04.215.

(3) The board shall by rule prescribe the procedure to be
followed to register and maintain offices established in this state

for the purpose of cffering to issue or issuing attest or compilation

reports or that-use the title "certified public accountant” or "CPA.,"

(4) Fees for the registration of offices shall be determined by
the board. Fees shall be paid by the applicant at the time the

registration form is filed with the board.

Sec. 7. RCW 18.04.350 and 2008 ¢ 16 s 6 are each amended to read
as follows:

{1} Nothing in this‘chapter prohibits any individual not holding
a license and not qualified for the practice privileges authorized by
stbsection (2} of this section from serving as an employee of a firm
licensed under RCW 18.04.195 and 18.04.215. However, the employee
shall not issue any {{compitatienr—review—atdit—or exomtration))
report (({en—Ffinametet—er——eiber—information)) as defined din this

chapter, on __ _the information of anv other persons, firms, or

governmental units over his or her name.

(2} An individual whose principal place of business 1is not in
this state shall be presumed to have qualifications substantially
equivalent to this state's reguirements and shall have all the
privileges of licensees of this state without the need to obtain a

license under RCW 18.04.105 if the individual:
{(a} Holds a walid license as a certified public accountant from

any state that requires, as a condition of licensure, that an

individual:
(1t} Have at least one hundred fifty semester hours of ccllege oz

university education including a baccalauresate or higher degree

conferred by a college or university;
(ii} Achieve a passing grade on the uniform certified public

accountant examination; and

p. 17 ESHB 2433.PL
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(iii) Possess at least one year of experience including service
cr advice involving the use of accounting, attest, compilation,
managemant advisory, financial advisory, tax, or consulting skills,
all of which was verified by a licensee; or

(b) Holds a falid.license as a certified public accountant from
any state 'that does not meet the reqguirements of (a) of this
subsection, but such individual's qualifications are substantially
equivalent to those reguirements, Ahy individual who passed the
uniform certified public accountant examination and holds a valid
license issued by any other state prior to January 1, 2012, may be
exempt from the education requirements in (a) (i) of this subsection
for purposes of this section.

(3) Notwithstanding any other provision of law, an individual who
qualifies for the practice privilege under subsection (2) of this
saction may offer cr render professional services, whether in person
or_by mail, telephone, o¢r electronic means, and no notice, fee, or

other submission shall be provided by any such individual. Such an

individual shall be Subject tc the requirements of subsection (4) of

this section.
{4) Any individual licensee of another state exercising the

privilege afforded under subsection {(2) of this section and the firm
that employs that licensee simultaneously consent, as a condition of
exercising this privilege:

(a) To the personal and subject matter Jurisdiction and
disciplinary authority of the board;

(b)‘To comply with this chapter and the beoard's rules; -

(c) That 1in the event the license from the state of the
individual's principal place of business‘ is ‘no longer wvalld, the
individual will cease coffering or rendering professional services in
this state individually and on behalf of a firm; and '

{(d}) To the appcintment of the state board which issued the
certificate or license as their agent upon whom process may be served
in any action or proceeding by this state's board against the

certificate holder or licensee. ,
{5) An individual who qualifies for practice privileges under

subsection {(2) of this section [ (mey—Ffer—anvy—entity—wite—3ts—home
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cermpanyaecounting—eoverstght—boord—auddtipgstandards) ) who performs
any attest sarvice described in RCW 18.04.025(1} mav only do so0
throuqh a_ firm which has obtained a license under RCW 18.04.195 and

18,04.215 or which meets the reguirements for an exception from the

firm licensure reguirements under RCW 18.04.195(1) (&} (iii} or (b).
(6) A licensee of this state offering or rendering services or

using their CPA title in another state shall be subject 'to

disciplinary action in this state for an act committed in another
state for which the licensee would be subject to discipline for an
act committed in the other state. Notwithstanding RCW 18.04.295 and
this section, the board shall cooperate with and investigate any
complaint made by the board of accountancy of ‘another state or
jurisdiction. _

(7} WNothing in this chapter prohibits a licensee, a licensed
firm, any of their employees, or persons qualifying for practice
privileges by this section from disclosing any data in confidence to

other certified public accountants, guality assurance or peer review

- teams, partnerships, limited liability companies, or corporations of

certified pubklic accountants or to the board or any of its emplcyees
engaged in cbnductiﬁg quality asgsurance or peer reviews, or any one
of their employeeé in connection with quality or peer reviews of that
accountant's accounting and auditing practice conducted under the
auspices of recognized professional associations.

- (8) Nothing in this chapter prohibits é licensee, a licensed
firm, any of their employeeé, or persons gqualifying for practics
privileges by this secticn from disclesing any data in confidence to
any employee, representative, officer, o¢r committee member of a
recognized professicnal assoclation, or to the board, or any of its
employees or committees in connection with - a prcfessional
investigation held under the auspices of recognized professional
associaticns cr the board. '

. {(9) Nothing in this chapter prohibits any officer, employee,
partner, or principal of any organization:
(a) From affixing his or her‘signatufe to any statement or report

in reference to the affairs of the organization with any wording

p. 19 ESHB 2433.PL
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designating the position, title, or office which he or she holds in
the organization; or A

{b) From describing himself or herself by the position, title, or
office he or she holds in such organization.

(10) Nothing in this chapter prohibits any perscn or firm
compcsed of persons not holding a license under this chapter from
offering or rendering to the public bookkeeping, accounting, tax
services, the devising and ingtalling of financial information
systems, management advisory, or consulting services, the preparation

of tax returns, or the furnishing of advice on tax matters, {(&hke

s ¢ Lo , . } o
Aeow—saeh—Firancial—stotemento—were—prepaxredsy)) or similar services,

provided that persons, partnerships, limited liability companies, or

corporations not holding a license whe offer cor render these services

T
5
ok

do not designate any written statement as ((es—Tandd

1] : i "n : 3 "

s ve—been—reviewed)) a report as defined in RCW 18.04.025(21}

or use any Jlanquage 1n any statement relating to the financial

affairs of a person or entity which i3 conventiconally used by

licensees in  reports or any attest service as defined in this

chaptex.
{11) Nothing din this chapter prohibits any . person or firm

composad of perscons not holding a license under this chapter from

offering or rendering to the public the preparation of financial

statements, or written statements describing how such financial

statements were prepared, provided  that persons, partnerships,

limited liability companlies, or corporations not holding a license

who offer or render these services do not designate any written
statement _as a report as defined in RCW 18.04.025(21), do not issue

any written statement that purports to express or discglaim an opinion

on financial statements that have besn audited, and do nobt issus any

written statement that expresses assurance on financial statements
that have been reviewed., The board mav ovrescribe, by rule, language

for the written statement describing how such financial statements

were prepared for use by persons not heolding a license under this

chapter.
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{12} Nothing in this chapter.prohibits any act of or the use of
any words by a public official or a public employee in the
perfermance of his or her duties. _

({223)) (13} Wothing contained in this chapter prohibits any
person who holds only a valid certificate from assuming or using the
designation "certified public accountant-inactive" or "CPA-inactive"
or any other title, designation, words, letters, sign, card, or
device tending to indicate the person 1is a certificate holder,
provided, that such person does nct perform or offer to perform for
the public one or more kinds of services involving the use of

accounting or auditing skills, including issuance of reports (({en

Hrereior——statements) ) or oOf ocne or more kinds of management
advisory, financial advisory, consulting services, the preparation of
tax returns, or the furnishing of advice on tax matters.

((433+)) (14) Nothing in this chapter prohibits the use of the
title "accountant" by any person regardless cof whether the person has
been granted a certificate or holds a license under this chapter.
Nothing In this chapter prohibits the use of the title "enrolled
agent" or the designation "EA" by any person regardless of whether
the person has been granted a certificate or holds .a license under
this chapter if the person is properly authorized at the time of use
to use the title or designation by the United States department of
the treasury. The board shall by rule allow the use of other titles
by any person regardless of whether the person has been granted a
certificate or holds a license under this chapter if the person using
the titles or designations is authorized at the time of use by a

nationally recognized entity sanctioning the use of board authorized

titles.

--- END ---
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WAC 4-30-010 Definitions. For purposes of these rules the follow-
ing terms have the meanings indicated unless a different meaning is

otherwilse clearly provided in these rules:

(1) "Act" means the Public Accountancy Act codified as chapter
18.04 RCW.
(2) "Active individual participant" means an individual whose

primary occupation is at ﬁhe.firm or affiliated entity's business. An
individual whose priméry source of income from the business entity is
provided as a result-of'passive investment is not an active individual
participant.

{3) "Affiliéted. entity" means any entity, entities or persons
that directly or indirectly through one or more relationships influ-
ences or controls; is influenced or controlled by, or is under common

influence .or control with other entities or persons. This definition

= e g = 1 4 2 3 : Jee
d—to—parents;——subsidiartes,—investors—or

investees, colnvestors, dual employment or management in joint wven-

tures or brother-sister entities.
(4) "Applicant" means an individual who has applied:

(a) To take the national uniform CPA examination;
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(b) For an initial individual license, an initial firm license,
or initial registration as a resident nonlicensee owner;

(c) To renew an individual license, a CPA-Inactive certificate, a
CPA firm license, or registration as a resident nonlicensee firm own-
er;

(d) To reinstate an individual license, a CPA-Inactive certifi-

cate, registration as a resident nonlicensee firm owner, or practice

privileges.

(5) "Attest" means providing the following £inanpeial =
services:
(a) Any audit or other engagement to be performed in accordance

with the statements on auditing standards;
(b) Any review of a financial statement to be provided in accord-

ance with the statements on standards for accounting and review ser-

vices;

+ot—infermatieon—engage-

(c) Any exeminastionof
ment to be performed in accordance with the statements on standards

for attestation engagements; and

(d) Any engagement to be performed in accordance with the public

company accounting oversight board auditing standards.
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(6) "Audit," "review," and "compilation" are terms reserved for

use by licensees, as defined in subsection (28) of this section.

(7) "Board" means the board of accountancy created by RCW
18.04.035.
(8) "Certificate" means a certificate as a CPA-Inactive issued in

the state of Washington prior to July 1, 2001, as authorized by the
act, unless otherwise defined in rule.

(9) "Certificate holder" means the holder of a valid CPA-Inactive
certificate where thg individual is not a licensee and is prohibited
from practicing public accounting.

(10) "Client" means the person or entity that retains a licensee,
as defined in subsection (28) of this section, a CPA-Inactive certifi-
cate holder, a nonlicensee firm owner of a licensed firm, or an entity
affiliated with a licensed firm to perform professional services
through other than an employer/employee relationship.

(11) "Commissions and referral fees" are compensation arrange-
ments where the primary contractual relationship for the product or
service 1s not between the client and licensee, as defined in subsec-
tion (28) of this section, CPA-Inactive certificate holder, nonlicen-
see firm owner of a licensed firm, or a person affiliated with a 1li-

censed firm; and
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{a) Such persons are not primarily résponsible to the client for
the performance or reliability of the product or service; or

(b} Such persons add no significant value to_the product or ser-
vice; or

(c) A third party instead of the client pays the persons for the
products or services.

(12) "Compilation" means providing a service tc be performed in
accordaﬁce with statements on standards for accounting and review ser-
vices that is presenting in the form of financial statements, infor-
mation that is the representation of management (owners) without un-
‘,dertéking to express any assurance on the statements.

(13) "Contingent fees" are fees established for the performance
of any service pursuant to an arrangement in which no fee will be
charged unless 'a specified finding or result is attained, or in which

the amount of the fee is otherwise dependent upon the finding cor re-

sult of such service.

(14} "CPA" or 'certified public accountaﬁt" means an individual
holding a license to practice public accounting under chapter 18.04
RCW or recognized by the board in the state of Washington,- including
an  individual exercising practice privileges pursuant to RCW

18.04.350(2).
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(15) "CPA-Inactive" means an individual holding a CPA-Inactive
certificate recognized in the state of Washington. An individual hold-
ing a CPA-Inactive certificate is prohibited from practicing public
accounting and may only use the CPA-Inactive title if they are not of-
fering accounting, tax, tax consulting, management advisory, or simi-
lar services to the public.

(16) "CPE" means continuing professional education.

(17) "Firm" means a sole proprietorship, a corporation, or a
partnership. "Firm" also means a limited liability company or partner-
ship formed under chapters 25.15 and 18.100 RCW and a professional

service corporation formed under chapters 23B.02 and 18.100 RCW.

te firm that 1is not 1li-

(13) “"Firm Mobility” means an out of sta
censed by the board and meets the requirements of RCW
18.04.195(1) (a) (111) (A)-(D) exercising practice privileges in this
State—unser REW—F4-—04—205—{ {433 N thyrouan D

(1=9) "Generally accepted accounting principles" (GAAP) is an ac-

counting term that encompasses the conventions, rules, and procedures
necessary to define accepted accounting practice at a particular time.
It includes not only broad guidelines of general application, but also

detalled practices and procedures. Those conventions, rules, and pro-
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cedures provide a standard by which to measure financial presenta-
.tions.

(7220) "Generally accepted auditing standards" (GAAS) are guide-
lines and procedures, promulgated by the AICPA, for conducting indi-
vidual audits of historical financial statements.

(261) "Holding out" means any representation to the public by the
use of restricted titles as set forth in RCW 18.04.345 by a person
that the person holds a license or practice privileges under the act
and that the person offers to perform any professional services to the
public. "Holding out" shall not affect or limit a person not required
to hold a license under the act from engaging in practices identified

in RCW 18.04.350.

! 1] " e = 1 Pt m IR i i -~ + ~1 e+ o
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the addresstowhich o service io diveactad
(2+22) '"Inactive" means the individual held a valid certificate

on June 30, 2001, has not met the current requirements of licensure
and has been granted CPA-Inactive certificate holder status through
the renewal process established by the board. A CPA-Inactive may not
practice public accounting nor may the individual use the CPA-Inactive
title if they are offering accounting, tax, tax consulting, management

advisory, or similar services to the public.
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" (2233) "Individual” means a living, human being.

(2344) "Independence" méans an absence of relationships that im--

pair a licensee's impartiality and objectivity in rendering profes-
sicnal services for which a report expressing assurance is prescribed
by professional standards.

(2455) "Interactive self-study program" means a CPE program. that
provides feedback throughout the course.

(2566) "IRS" means'Internal Revenue Service.

(267#) "License" means a license to practice public accounting

issued to an individual or a, firm under the act or the act of another

state.,

(2-#+88) "Licensee" mecans an individual or firm holding a wvalid 1i-
cense to practice public accounting issued under the act, including

out-of-state individuals exercising practice privileges in this state

under RCW 18.04.350(2) and out-of-state firms permitted to offer or

render certain professional services in this state under the condi-
tions presCribed in RCW 18.04.15%5 (1) {a)and{b).

(28956) "Manager" means a manager of a limited liability company
licensed as a firm under the act.

(38-4530) "NASBA" means the National Association of State Boards

of Accountancy.
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(3+321) '"Nonlicensee firm owner" means an individual, not 1li-
censed in any state to practice public accounting, who holds an owner-
ship interest in a firm permitted to practice public accounting in
this state.

(3£22) "PCAOB" means Public Company Accounting Oversight Board.

(3233) "Peer review" means a study, appraisal, or review of one
or more aspects of the attest or compilation work of a licensee or li-
censed firm in the practice of public accounting, by a person or per-
sons who hold licenses and who are not affiliated with the person or
firm being reviewed, including a peer review, or any internal review
or inspection intended to comply with quality control policies and
procedures, but not including the "quality assurance review" under
Blibsection {38) of this seobion.

(3=244) "Person" means any individual, nongovernmental organiza-
tion, or business entity regardless of legal form, including a sole
proprietorship, firm, partnership, corporation, limited liability com-
pany, association, or not-for-profit organization, and including the
sole proprietor, partners, members, and, as applied to corporations,
the officers.

(3455) "Practice privileges" are the rights granted by chapter

18.04 RCW to a person who:
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(a) Has a principal place of business outside of Washington
state;

(b) Is licensed to practice public accounting in another substan-
tially eguivalent state;

{c) Meets the statutory criteria for the exercise of privileges
as set forth in RCW 18.04.350(2) for individuals or RCW 18.04.,195
(1) (b) for firms:

{d) Exercises the right to practice publié accounting in this
state individually or on behalf of a firm;

(e) Is subject to the personal and subject matter SJurisdiction
and disciplinary authority of the boarq in‘this state;

() Must-comply with the act and all board rules applicable to
Washington state licensees to retain the privilege; andr

(g) Consents to the appointment of the issuing state board of an-

other state as agent for the service of process in any action or pro-

ceeding by this state's board against the certificate holder or licen-

see.

(3506) "Principal place of business" means the office location

designated by the licensee for purposes of substantial equivalency and

reciprocity.
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(3277) "Public practice" or the "practice of public accounting"
means performing or offering to perform by a person or firm holding
itself out to the public as a licensee, or as an individual exercising
practice privileges, for a client or potential client, one or more

kinds of services involving the use of accounting or auditing skills,

including the issuance of "auwdit reports," "review = POEES 2 £t

o

1 ri o ! =l
-~ B sy wr 1T -

I‘Cj

pitatien
management advisory, or consulting services, or the preparation of tax
returns, or the furnishing of advice on tax matters. The "practice of
public accounting” shall not include practices that are permitted un-
der the provisions of RCW 18.04.350(10) by persons or firms not re-
quired to be licensed under the act.

(3722) "Quality assurance review or QAR" is the process, estab-
lished by and conducted at the direction of the board, to study, ap-
praise, or review one or more aspects of the audit, compilation, re-
view, and other professional services for which a report expressing
assurance 1is prescribed by professional standards of a licensee or li-
censed firm in the practice of public accounting, by a person or per-

sons who hold licenses and who are not affiliated with the person or

firm being reviewed.
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means board recognition of licenses,

"Reciprocity"

(3599)

certificates or other public accounting credentials of another

mits,

18-

diction that the board will rely upon in full or partial sat

Juris

faction of licensing requirements.

see definition of "commissions and re-

"Referral fees"

(403240)

of this section.
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or other form of language that states or
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statements and that also includes or is accompanied by any statement

or implication that the person or firm issuing it has special

knowledge or competence in the practice of public accounting. Such a

statement or implication of special knowledge or competence may arise

from use by the issuer of the report of names or titles indicating

that the person or firm is involved in the practice of public account-

ing, or from the language of the report itself. “"Report” includes any

form of language which disclaims an opinion when such form of language

is conventionally understood to imply any positive assurance as to the

reliability of the attested information or compiled financial state-

ments referred to and/or special competence of the part of the person

or firm issuing such language; and it includes any other form of lan-

guage that is conventionally understood to imply such assurance and/or

such special knowledge or competence. “Report” does not include ser-

vices referenced in RCW 18.04.350 (10) or (11) provided by persons not

holding a license under this-chapter as provided in RCW 18.04.350(14).

(4+22) "Representing oneself" means having a license, practice
privilege, certificate or registration that entitles the holder to use
the title "CPA," "CPA-Inactive," or be a nonlicensee firm owner.

(4233) "Rules of professional conduct" means rules adopted by the

board to govern the conduct of licensees, as defined in subsection
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(28) of this secticn, while representing themselves to others as 1i-
censees. These rules also govern the conduct of CPA-Inactive certifi-
cate holders, nonlicensee firm owners, and persons exerclsing practice
privileges pursuant to RCW 18.04.350(2).

(4%&4)."SEC” means the‘Securities and Exchange Commission.

(4455} "Sole proprietorship" means a legal form of organization
owned by.one person meeting the requirements of RCW 18.04.195.

(4564) "State" includes the states and territories of the United
States, including'the District of Columbia,.Puerto Rico, Guam, and the
United States Virgin Islands, and the Commonwealth of the Northern
Mariana Islands at such time as the board determines that the Common-
wealth of the Northern Mariana Islands is issuing licenses under the
substantially equivalent standards of RCW 18.04.350 {(2) {a).

(d€7+) "Statements on auditing standards (SAS)" are interpreta-

ticns of the generally accepted auditing standards and are issued by

the Auditing Standards Beard of the AICPA. Licensees are reguired to

adhere to these standards in the performance of audits of financial

statements.

(4488) "Statements on standards for accounting and review ser-

vices (S8SARS)" are standards, promulgated by the AICPA, to give guid-~
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ance to licenéees who are assoclated with the financial statements of
nonpublic companies and issue compilation or review reports.

{4899) "Statements on standards for attestation engagements
(SSAE) " are guidelines, promulgated by the AICPA, for use by licensees
in.attesting to assertions involving matters other than historical fi-
nancial statements and for which no other standards exist.

[Statutory Authority: 18.04.053, 18.04.025, 18.04.350. WSR 10-24-00¢,
amended and recodified as § 4—30-010, filed 11/18/10, effecfive
12/19/10. Statutory Authority: RCW 18.04.055, 18.04.025. WSR 08-18-
016, § 4-25-410, filed 8/25/08, effective 9/25/08. Stétutory Authori-
tyr RCW 18.04.055, WSR 05-01-137, § 4-25-410, filed 12/16/04, effec-
tive 1/31/05:; WSR 03-24-033, § 4-25-410, filed 11/25/03, effective
12/3.1'/03. Statutory Authority: RCW 15.04.055(16). WSR 02—04.—064, § 4-
25-410, filed 1/31/02, effective 3/15/02. Statutory Authority; RCW

18.04.055(11). WSR 01-11-124, § 4-25-410, filed 5/22/01, effective

6/30/01; WSR 98-12-020, § 4-25-410, filed 5/27/98, effective 6/27/98;

WSR 24-23-071, § 4-25~410, filed 11/15/94, effective 12/16/94.]
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WAC 4-30-034 Must I respond to inquiries from the board? Yes. All
licensees, including out-of-state individuals exercising practice
privileges in this state under RCW 18.04.350(2) and out-of-state firms
permitted Lo &6ffer or render weertain professienal serviees dn Ehis
state under the conditions prescribed in RCW 18.04.195 (1} (a)and{b),
CPA-Inactive certificate holders, nonlicensee firm owners, and appli-
cants must respond, in writing, to board communications requesting a
response. Your response must be made within twenty days of the date
the board's communication is posted in the U.S$. mail. Communications
from the board to you are directed to the last address you furnished
the board.

[Statutory Authority: RCW 18.04.055(16). WSR 10-24-009, amended and
recodified as § 4-30-034, filed 11/18/10, effective 12/19/10; WSR 08-
18-016, § 4-25-551, filed 8/25/08, effective 9/25/08; WSR 05-01-137, §
4-25-551, filed 12/16/04, effective 1/31/05; WSR 01-22-036, § 4-25-
551, filed 10/30/01, effective 12/1/01. Statutory Authority: RCW
18.04.055. WSR 98-12-047, § 4-25-551, filed 5/29/98, effective

6/29/98; WSR 93-12-072, § 4-25-551, filed 5/27/93, effective 7/1/93.]
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WAC 4-30-058 Does the board authorize the use of any other titles
or designations? Yes. RCW 18.04.350(143), Practices not prohibited,
authorizes the board to allow the use of other titles (designations)
if the individual using the title or designation is authorized at the
time of use by a nationally recognized entity sanctioning the use of
board authorized titlesror designations. Acccordingly, the board au-
thorizes the use of the following titles and designations:

(1) Designatiéns or titles authorized by the American Institute
of Certified Public Accountants (AICPA);

(2) Designatilons or titles authorized by the Accreditation Coun-
cil for Accountancy and Taxation located in Alexandria, Virginia, or
its successor:

+ "Accredited Business Accountant" or "ABA";

-."Accredited Tax Preparer™ or "ATP"; énd

-- "Aécredited‘Tax Advisor" oﬁ "ATA,"

(3} Designations or titles authorized by the Certified Financial
Planner Board of Standards in Denver, Colorado, or 1its successor:

+ "Certified financial planner™ or "CEP."

These authorized designations relate to title use only, are not

limited to individuals who have held or are holding & license or cer-

WAC (4/4/2016 3:53 PBM) ' [ 1 ] NOT FOR FILING




tificate under the act, and do not authorize these other designated
individuals to use the title "certified public accountant" or "CPA,"
or "CPA-inactive."

The board further authorizes the use of the designation "CPA re-
tired" 1in this state by thosé individuals who, upon notice to the
board to rétire a license, meet the followihg criteria:

* Has reached sixty years of age and holds an active licgnse in
good standing; or

* AT any age, has held an active license in good standing, not
suspended or revoked,.to practice public accounting in any state for a
combined period of not less than twenty years.

[Statutory Authority: RCW 18.04.350(13). WSR 12-10-085, § 4-30-058,
filed 5/2/12, effective 6/2/12; WSR. 10-24-009, recodified as § 4-30-
058, filed 11/18/10, effective 12/19/1@.' Statutory Authority: RCW

18.04.350(9). WSR 02-17-051, §. 4-25-930, filed 8/15/02, effective

9/15/02.]
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WAC 4-30-090 Must an out-of-state individual holding a license
from another state apply and obtain a Washington state license to hold
out and practiée in Washington state? No. Out-of-state individuals
holding wvalid licénses to practice public accounting issued by a sub-
stantially eéuivalent state, may hold out and praétice within Washing-
ton state and/or provide public accounting services in person, by
mail, telephone, or electronic means to clients residing in Washington

gtate without notice or payment of a fee. An individual who qualifies

for practice privileges under RCW 18.04.350 (2}, and who performs any

attest service described in RCW 18.04.010 (1) may conly do so through a

firm whiehthat has obtained a license under RCH 18.04.195 and RCH

18.04.215 or whiehthat meets the regquirements for an excepticn from

the firm licensure requirements under RCW 18.04.195 (1) {a) (1iii) (A)-(D)

or (1) (b)),

As a condition of this privilege, the out~-cf-state individual is
deemed to have consented to:
(1) The personal and subject matter jurisdiction and disciplinary

authority of this state's board;

{2) Comply with the Publiic Accountancy Act of this state, chapter

18.04 RCW, and this board's rules contained in Title 4 WAC;
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(+8) Cease offering or performing specific professional services
in this state, individually and/or on behalf of a firm, if the license
frqm, the state of the ocut-of-state individual's principal place of
business is restricted from offering or performing such specific pro-
fessional services.

[Statutory Authority: RCW‘18.04.350 (2), (3), {4y, (5). WS8R 11-07-070,
§ 4-30~090, filed 3/22/11, effective 4/22/11; WSR 10-24-009, amended
and recodified as § 4-30-090, filed 11/18/10, effective 12/192/10; WSR

08-18-016, § 4-25-747, filed 8/25/08, effective 9/25/08.]
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WAC 4-30-110 What are the allowable legal forms of organization
and ownership requirements for a CPA firm? (1) Permitted forms of or-
ganization; A CPA firm may be organiéed as:

{a) A proprietorship;

(b} A partnership;

{c)y A professionél corperaticn (PC) or professional service cor-
poration (P35);

(d) A limited liability company (LLC);

(e) A limited liability partneréhip (LLP); or

(f) Any other form of legal entity authorized by Washingtcon state
statute for use by a CPA firm.

(2) What happens when a CPA firm alters its legal form? A mere
change in the ledal form of an existing firm constitutes a new firm
for licensing purposes. Accordingly, the new entity must first obtain
a CPA firm license from the board and then dissolve the former firm
unless the owners desire to maintain more than one licensed firm. Af-
filiated entities using a restricted title or offering or performing
restricted services are subject to board rules.

- (3) What are the ownership requirements for a CPA firm?

(a) A1l owners of a licensed CPA firm are required to:

WAC (4/4/2016 3:53 PM) [ 1] NOT FOR FILING




(i} Fully comply Qith the provisions of chapter 18.04 RCW; and
(11) Be subject to discipline by the board for vioclations of
chapter 18i04 RCW and this becard's rules contaiped in Title 4 WAC;

" (b) A simple majority of thg ownership of the licensed firm in
terms of financial_interests and voting rights of all partners, own-
ers, or sharehclders must be:

(i) Ticensees in this =state or holders of a wvalid license to

practice public accountancy issued by another state;

(ii) Entitled to practice public accounting in Washington state;

and

(1ii) Principaily employed by the firm or actively engaged in its
business.

(c) At least one general partner of a partnership, one sharehold-
er of a corpcration, and one member of a limited liability company
must be a licensee.

{d) Each CPA proprietor, partner, shareholder or member who 1is
elither a resident or is entering the state and practicing public ac-
countancy in this state must hold a valid Waéhington state license or
practice privileges.

(e} A principal owner and any individual having .authority over

tements—must be a licensee under the

issuing reports en
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act or holder of a valid license to practice public accountancy issued
by another state and must be entitled to practice public accounting in
this state.

(f) A nonresident CPA owner must be licénsed'to practice public
accountancy.in at least one stats,

{g) A nonlicensee owner must:

(i) Be an individual;

(i1} Meet the good character reqguirements of RCW 18.04.105
(1) {a):

(iii) Comply with the act and board rules; and

{iv) Be an active individual participant in the licensed firm or
affiliated entities as these terms are defined in WAC 4-30-010; and

(h) A resident nonlicensee firm owner must meet the requirements
of WAC 4-30-116 and register with the board concurrent with submission
of the firm license application, or submission of an amendment to the
firm license status, to the board.

(4) What are thé requirements for the firm's main office and a
branch office? A firm's main office located in this state must be un-

der the direct supervision of a resident licensee.
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A branch office is an office of a licensed CPA firm which is
physically separated from the main office. A branch office operates
under the license of the main office.

[Statutory Authority:.RCW 18.04.055(8), 18.04.195, 18.04.205. WSR 11-.
07-070, § 4-30-110, filed 3/22/11, effective 4/22/11; W3R 10-24-008,
amended and recodified § 4—30~110, filed ll/lS/lO,leffective 12/18/10;
WSR 08-18-016, § 4-25-750, filed 8/25/08, effective 9/25/08; WSR 05-
01-137, § 4-25-750, filed 12/16/04, effective 1/31/05; WSR 03-24-033,
§ 4—25—%50, filed 11/25/03, effective 12/31/03; WSR 02-04-064, § 4-25-
750, filed 1/31/02, ceffective 3/15/02; WSR 00-11-074, § 4-25-750,
filed 5/15/00, effective 6/30/00. = Statutory Authority: RCW
18.04.055(8}) and 18.04.205(3). WSR 99-18-117, § 4-25-750, filed
9/1/89, - effective 1/1/00. Statutory Authority: RCW 18.04.055(3}),
18.04.205(3) and 18.04.195. WSR 96-12-061, § 4-25-750, filed 5/31/96,
effective 7/1/96. Statutory Authority: RCW 18.04.055. WSR 93-22-089, §

4-25-750, filed 11/2/93, effective 12/3/93.]
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WAC 4-30-112 Must a firm holding a license from another state ap-

ply and obtain a Washington state license to hold out and practice in

license must be obtained from the board

A firm

(1)

Washington state?

if any of the following criteria apply:

has an office in this state and performs attest or

{a)

The firm

compllation services for clients in this state;

this state and,

rep-

by any means,

in

The firm has an office

{b)

firm of certified

resents the firm to the public
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gcribed in RCW 18.04.025 (1),and meets the requirements listed in RCW

18.04.195 (a) {(iii)} (A)—Ehronsh— (D) —dses—me

—(3) A firm license 1s not required to perform other professional ser-

vices 1n. this state, including compilatiocn, review and other services
for which reporting requirements are provided In professional stand-
ards, 1f the firm complies with the following:

(a} The firm performs such services through individuals with
practice privileges under RCW 18.04.350(2) and WAC 4-30-090 or recip-
rocal license under RCW 18.04.180 and 18.04.183 and board rules;

(b} The firm is licensed to perform such services in the state in
which the individuals with practice privileges have their principal
place of business; and

(c) The firm meets the board's quality assurance program regquire-

ments, when applicable,.

(34) As a condition of this privilege, +#ke any nonresident firm

meeting the requirement of‘(Z) or (3) above is deemed to have consent-

ed to:

{a) The personal and subject matter jurisdiction and disciplinary

authority of this state's board;
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{(b) Comply with the Public Accountancy Act of this state, chapter
18.04 RCW, and this board's ruleé contained in Title 4 WAC;

(c) Cease offering or rendering professicnal services in this
state through a specific individual or individuals if the license(s)
of the individual{s) through whom the services are offered or rendered
beéomes invalid;

(d) Cease offering or rendering specific professional services in
this state through an individual or individuais if the license(s) from
the state(s) of the principal place of business of such individual (s)
is restricted from offering or performing such specific professional
services;

(e} The appointment cf the state board which issued the firm li-
cense as their agent upon whom process may be served in any action or
proceeding by this state's board againét firm licensee;

(f) Not render those services described in subsection (1) (¢} of
this section for a client with a homa office in this state unless the
firm that has obtained a license from this state (RCW 18.04.185 and
18.04.295) and this secticon; and

(q) Nof render any professional services in this state through

out-of-state individual(s) who are not licensed to render such ser-
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vices by the state(s) in which fhe principal place of business of such
individual (s} 1s (are) located.

[Statutory Authority: RCW 18.04.055(8), 18.04.195. WSR 11;07~O70, § 4-
30-112, filed 3/22/i1, effective 4/22/11; WSR 10-24-009, amended and
recodified as § 4-30-112, filed 11/18/10, effective 12/19/10; WSR 08-

18-016, § 4-25-753, filed 8/25/08, effective 9/25/08.]
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WAC 4-30-114 How do I apply for and maintain a firm license? (1)
How does a fixrm apply for an initial firm license? To apply for an in-
itial firm license an owner, or designee, or, in the case of an out-

—that dces not meet the requirements to operate under

I

of-state firm

firm mobility per RCW 18.04.195 (1) (a) (iii1) A—+threuwsh—-D, and is re-

RCW—18-04-285(+t{a, an in-

quired to be licensed in this state-—under
dividual qualified for practice privileges in this-sﬁate under RCW
18.04.350(2) who has been authorized by the applicant firm tc make the
application must submit the following information te the board:

(aj The firm name;

(b) Address and telephone number of the main office and any
branch offices of the firm;

(c) Name of the managing licensee of the main office located and
maintained in this state;

(d) Résident licensee owners' names;

(e) Name(s) of all resident nonlicensee owners; and

(f) Type of legal organization under which the firm ocoperates.

The required information must be submitted to the board either by
making application through the board's online application system or on

a form provided by the board upon request. All requested information,
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documents and fees must be submitted to the board before the applica-
tion will be evaluated.

Upon approval of the firm's application the firm's licensed sta-
tus will be posted in the board's licensee data base and, therefore,
nade publicly available for confirmation. A hard copy of the firm li-
cense can be provided upon request.

The initial CPA firm license will expire on June 30th of the
third calendar year following initial licensure.

(2) How do I renew a CPA firm license? To renew a CPA firm 1li-

cense an owner or designee or, in the case of an out-of-state firm-=e-~

gquired—teo—be—licensed—under REW- 1804105 (13 {5+ that does not meet
the requirements to opesratepekt—eperating under firm mobility per RCW
18.04.195 (1) (a) (iii) (A-(D)——, an individual qualified for practice

privileges in this state undef_RCW 18.04.350(2) who has been author-
ized by the applicant firm to make the application, must submit the
information described in subsection (1) of this sgction that 1s cur-
rent at the date the renewai application is submitted to the board. A
renewal application 1s not complets and cannot be processed until all

required information, reguested documents, and all fees are submitted

to the board.

WAC (4/4/2016 3:54 PM) [ 2] NOT FCR FILING




An individual authorized by the firm must provide the required
information to the board either by making application through the
board’s online application system or on a form provided by the board
upon request. All requested information, documents and fees nust be
submitted to the board before the applicaﬁion will be evaluated.

On the date the renewal application 1s approved, the firm's 1li-
cense will be ingluded in the hboard's licensée data base and, there-
fore, made-publicly available for confirmation. Confirmation of the
renewed status can be provided upon request.

The CPA firm license will expire on June 30th of the third calen-
dar year following the calendar year of renswal.

(3) When and how must the firm notiff the board of changes in the
iicensed firm? An individual authorized by the firm must provide the
~board written notification and other documentation deemed ﬁecessary by
the board within ninety days of any or all of the following occurrenc-
es:

(a) Disscluticon of the firm;

(b) The occurrence of any event that would cause the firm to be
in violation of RCW 18.04.195 or this section, including the retire-
ment, lapse, revocation or suspension of the license of a sole propri-

etor or scle owner of another legal form of organization, for example,
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a limited liability company {LLC) or professional service corporaticn
(PS) owned by a single person, licensed by the board for the practice
of public accounting, and holding out to the public for the practice
of public accounting and/or.offering or performing professional ser-
vices restricted to licensees; or

(c) An event that regquires an amendment to a firm license.

(4) What events require a firm amendment? 2An individual author-
ized by the firm must provide written notification to the board, by
submitting the following information and the appropriate amendmeﬁt
fee, within ninety days of the following:

{(a) Admission or withdréwal of a resident licensee owner;

{b} Any change 1in the name of the‘firm; or

(c) Change in ‘the resident managing licensee of the firm's main
office in this state; or

(d) Change in the resident managing licensee of any branch office
of the firm.

(3) How long do I have to correct noncompliance with licensure
reqgquirements due to a change-in ownership or an owner's credentials?
The board must be notified In writing within ninety days of the first
date the firm is not in compliance with the firm's licensure require-

ments due to changes in firm ownership and propose a time period in
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which the firm will achieve compliance. The board may grant a reasona-
ble period of time for a firm to become compliant. The board may re-
voke, suspend, or impose conditions on the firm's license for failure
to bring the firm intoc compliance within the approved time pericd.

[Statutory Authority: RCW l8¥b4.055(8), 18.04.185, 18.04.205. WSR 1C-

24-009, § 4-30-114, filed 11/18/10, effective 12/19/10.]
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WAC 4-30-130 What are the quality aséurance review (QAR) reqﬁire-
ments for licensed CPA firms? (1) Purpose. The Washington state board
of accountancy is charged with protecticon of the public interest and
ensuring the dependability of information used for guidance in finan-
cial transactions or for accounting for or assessing the status or
performance of comﬁercial and noncommercial enterprises, whether pub-
lic, private or governmental. The purpose of the QAR program 1is to
monitor licensees' compliance with audit, compilation, review, and
other attestation standards. If the board becomes aware that a firm's
performance and/or reporting practices for audit, review, compilation,
and other engagements covered by statements on standards for attesta-
tion engagements.may not be in accordance with applicable professional
standards, the board will téke appropriate action to protect the pub-
lic interest.

(2) Peer review. Generally, all firms licensed in Washington
state offering and/or performing attest services as defined by WAC 4-
30-010(5), compilation sefvices, as defined by WAC 4-30-010(12), or
other professiocnal services for which a report expressing assurance 1is
prescribgd by professicnal standards, are required to participate in a

board-approved peer review program as a condition of renewing eacn CPA
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firm license under RCW 18.04.215 and WAC 4-30-114. However, certain
exemptions are listed in subsection (11} of this section. Board-
approved peer review programs include:

(a) The inspection processes of the Public Company Accounting

Cversight Board (PCAOB}:;

(b) Peer review programs administered by the American Institute

of CPAs (AICPA);

(c) Peer review programs administered by the Washington Society
of CPAs (WSCPA); and

(d) Other programs recognized and approved by the board.

(2) Enrollment in peer review: A licensed firm must Qnroll in a
board-approved peer review program before issuing a repo;t for each of

the following types of serﬁice or any other service the board deter-

mines:

{a) Compllation on historical financial statements}

(b) Review on historical financial statements;

{(c) Audit report on financial statements, performance audit re-
ports, or examination reports on internal controls for nonpublic en-

terprises;

(d) Other professional services subject to Statements on Stand-

ards for Attestation Engagements,
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The schedule for the fi;m's peer review shall be established ac-~
cording to the peer review program's standards. The board does not re-
guire any licensee tc become a member of any organization administer-
ing a peer review program.

(4) Participation in peer review. Every firm that is required to
participate in a peer review program shall have a peser review in ac-
cordance with the peer review program standards.

(a) It is the responsibility of the firm to anticipate its needs
for review services in sufficient time to enable the reviewer to com-
plete the review by the assigned review date.

(b) Any firm that is dreopped or terminated by a peer review pro-
gram for any reason shall have twenty-one days to provide written no-
tice to the board of such termination or drop and to request authori-
zation from the board to enroll’in another board-approved peer review
program,

(c) In the event a firm 1s merged, otherwise combined, dissolved
or separated, the peer review program shall determine which firm is
considered the succeeding firm, The succeeding firm shall retain its
peer review status and the review due date.

(d) A firm choosing to change to another peer review program may

do so only if there is not an open active peer review and if the peer
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review 1is performed in accordance with the_minimum standards for per-
forming and reporting on peer reviews.

(3) Reporting requirements. Every firm must provide the following
information, along with the appropriate fees, with every application
for renewal of a firm license by April 30th of the renewal yeér:

{a) Certify whether the firm does or does nct perform attest ser-
vices or compilation services as defined by WAC 4-30-010 (5), (12), or
other professional services for which a report expressing assurance is
prescribed by professional standards in Washington.state;

(b} If the firm is subject to the peer review requirements, pro-
vide the name of the approved peer review program in which the firm is
enrolled, and the'pe;iod coverad by the firm's most recent peer re-
view;

(c) Certify the result of the firm's most recent peer review.

Failure to timely submit cémplete information and the related fee
by the April 30th due date can result in the assessment of late fees.
The board may waive late fees based on individual hardship including,
but not limited td, financial hardship, critical illness, or active
military deployment.

(6) A firm must notify the board within thirty days of the date

the peer reviewer cor a team captain advises the firm that a grade of
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pass with deficiencies or fail will be recommended. The notification
must include the detalls of any required corrective action plan being
recommended by the peer reviewer or team captain, and the planned date
(or time period within which) thé firm would intend to complete such
remedial action or acticns 1f the proposed corrective action plan 1is
approved by the appropriate peer review acceptance committee.

Notwithstanding any extensions of time by the peer review program
administrator, failure by the firm to meet its planned schedule for
completing its specific corrective action plan required by the peer
review program and/or timely pay for the peer review services can re-
sult in bocard action. .

(7) Documents required. A firm that has opted out of participat-
ing in the AICPA Facilitated State Board Access (FSBA) program shall
provide to the board cppies of the following docﬁments related to the
peer review report:

(a) Peer review report 1lssued;

{b) Firm's lettér of response, if any:

(c} Letter of acceptance from peer review program;

(d) Recommendéd action letter from the peer review program, if

any;
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{e) A letter from the firm to the board describing corrective ac-
tions taken by the firm that relate to récommendations cf the peer re-
view program;

(£} Other information the firm deems important for the board's
underétanding of the information submitted; and

(g} Other information the board deems important for the under-
standing of the information submitted.

(8) Document retention. RCW 18.04.390(4) and WAC 4-30-051(10) re-
quire a firm to retain audit and review records and documentation for
a pericd of seven yearé after the firm concludes an audit or review of

a client's financial statements.

(9) Extensions. The board may grant an extension of time ‘for sub-.

mission of the peer review report to the board. Extensions will be de-
termined by the board on a case-by-case basis.

(10} Verification. The board may verify the certifications of
peer review reports that firms provide.

(11} Exemption f;om peer review,

(a} Out-of-state firms that do not have a physical location in
this state, but perform attest or compilation services in this state,
and are otherwise qualified for ©practice privileges under RCW

18.04.195 (1) (a) (1411} (A)—threugh— (D) or (1) (b} are not required to
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participate in the board's program if the out-of-state firm partici-
pates in a board-approved peer review program or similar program ap-
proved or sponsored by another state's board of accountancy.

(b) Firms that do not perform attest services as defined by WAC
4-30~01C(5), compilation services, as defined by WAC 4-30-010(12), or
other professional services for which a report expressing assurance is
prescribed by professional standards are not requ;red to participate
in a peer review program, and shall reguest exemption on each firm li-
cense renewal applicaticn.

{c) Firms that prepare financial statements which do nﬁt raequire
reports under Statements on Standardé'for Accounting and Review Ser-
vices (management use only compilation reports) and that perform no
other attest or compilation serVices, are not required to participate
in a peer review program; however, any such engagements performed by a
firm that 1is otherwise required to participate in a peer review pro-
gram shall be .included in the selectiﬁn of engagements sublect to peer
review.

(12) Quality assurance oversight.

{a) The board will:

(1) Annually appoint a compliance assurance oversight committee,

and such other committees as the board, in its discretion deems neces-
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sary, to provide oversight of the administration of approved peer re-
view programs in order to provide reasonable assurance that pesr re-
views are being conducted and reported on in accordance with the mini-
nmum standards for perfoerming and reporting on peer reviews;

(1i) Consider reports from the compliance assurance oversight
committee;

(ii1) Direét the evaluation of peer review reports and related
documents submitted by firms;

(iv}) Determine the appropriate action for firms that have unre-
solved matters relating to the peer review process or that have not
complied with, or acted in disregard of the peer review requirements;

(v) Determine appropriate action for firms when issuss with a
peer review report may warrant further action; and

(vi) Take appropriate actions the board, in its discretion, deems
appropriate to carry out the functions of the gquality assurance review
- program and achieve the purpose of the peer review requirement.

(b} The compliance assurance oversight committee shali conduct
oversight of approved peer review programs at least semiannually to

provide reasonablie assurance that such programs are in compliance with

the minimum standards for performing and reporting on peer reviews.
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(1) The compliance assurance oversight committee's oversight pro-
cedures may consist of, but are not limited to:

(A) - Attending the peer review program's report acceptance body
(RAB) meetings during cecnsideration of peer review documents;

(B) Observing the peer review program administrator's internal
review of program and quality control compliancg;

{C) Observing ﬁhe peer réview program's review of the administra—l
tor's process.

{11} The compliance oversight assurance committee shall report to
the board aﬁy modifications to approved peer review programs and shall
make recommendations regarding the continued approval of peer review
programs.

(13) Remedies. The board will take appropriate action to protect
the public's interest if the board determines through the peer review
process or otherwise that a firm's performance and/or reporting prac-
tices are not or may not bé in accordance with applicable professional
standards, the firm does not comply with peer review program reQuire—
ments, or the firm does not comply with all or some of the repcrting,
remedial actlion, and/or fee payment requirements of subsection (5) of

this section. The board's actions may include, but are not limited to:
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(a) Require the firm to develop quality- control procedures to
provide reasonable assurance that similar ocecurrences will not occur
in the future;

(b) Require any individual licensee who had responsibility for,
cr who substantially partiéipated in the engagement(s), to successful=-
ly complete specific courses or types of continuing education as spec-
ified by'the board;

{c) Reguire that the reviewed firm responsible for engagement (s)
submit all or specified categories of its compilation or attest work-
ing papers and reports to a preissuance evaluation performed by a
board-approved licensee in a manner and for a duration prescribed by
the board. Prior to the firm issuing the reports on the engagements
reviewed, the board-approved 1icensee shall submit to the board for
board acceptance a report of the findings, including the nature gnd
frequency of recommended actions to the firm. The cost of the board-
approved prelssuance evaluation will be at the firm's expense;

(d) Require the reviewed fifm to engage a board-approved licensese
to conduct a board-prescribed on-site field review of the firm's work
product and practices or perform other investigative proceduresrto as-
sess the degree or pervasiveness of nconconforming work product. The

board-approved licensee engaged by the firm shall submit a report of
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the findings to the board within thirty days of the completion of the
services. The cost of the board-prescribed on-site review or other
board-prescribed procedures will be at the firm's expense; or

(e) Initiate an investigation pursuant to RCW 18.04.295,
18.04.305, and/or 18.04.320.

(£) Absent an investigation the speqific rating of.a single peer
review report 1is not a sufficient basis to warrant disciplinary ac-
tion.

(14) The board may solicit and review liceﬁsee reports and/or
othér informaticon covered by the reports from clieﬁts, public agen-
cies, banks, and other users of such information.

[Statutcry Authority: RCW 18.04.055(9). WSR 14-16-102, § 4-30-130,
filed 8/5/14, effective 9/5/14; WSR 12-17-054, § 4-30-130, filed
8/10/12, effective 9/10/12. WSR 10-24-009, amended and recodified as §
4-30-130, filed 11/18/10, effective 12/19/10; WSR 08-18-016, § 4-25-
820, filed 8/25/08, effective 9/25/08; WSR 07-14-036, § 4-25-820,
filed 6/26/07, effective 7/27/07; WSR 05-01-135, § 4-25-820, filed 3
12/16/04, effective 1/31/05; WSR 02-04-064, § 4-25-820, filed 1/31/02,
effective 3/15/02. Statutory Authority: RCW 18.04.055. WSR 94-02-071,

§ 4-25-820, filed 1/4/94, effective 2/4/94.]
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WAC 4-30-142 What are the bases for the board to impose disci-
pline? RCW 18.04.055,—18.04.295, 18.04.305, and 18.04.350 authorize
the board to revoke, suspend, refuse to issue, renew, or reinstate an
individual or firm license, CPA-Tnactive certificate, the right to ex-
ercise practice privileges in this state, or registration as a resi-
dent nonlicensee firm owner;—impose a fine not to e$ceed thirty_thouw
sand dollars; recover investigative and legal costs; impose full res-
titution to injured partiés; impose remedial sanctions; impqse condi-
tions precedent to -renew; or prohibit a resident nonlicensee from
holding an ownership interest in & firm licensed in this state for the
specific acts listedlbelow.

The following are specific examples of prohibited acts that con-
stitute grodnds for discipline under RCW 18.04.295, 18.04.305, and
18.04.35C0. The board does not intend this listing te be all inclusive.

(1} Fraud or deceit in applying for the CPA examination, obtain-
ing a license, registering as a residént nonlicensee firm owner, or in
any filings with the board.

(2) Fraud or deceit in renewing or requesting reinstatement of a
license, CPA-Inactive certificate, registration as a resident nonli-

censee firm owner.
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(3) Cheating on the CPA exam.

(4) Making a false or misleading statement in support of ancther
person's application.or request to:

(a) Take the national uniform CPA examination;

(b} Obtain a license or registration required by the act or

(¢} Reinstate or modify the terms of a revoked or suspended 1i-
cense, certificate, .or registration as a resident nonlicensee firm
owner in this state;

(d) Reinstate revoked or suspended practice p;ivileges of an in-
diVidual or firm licensed in another state.

(5) Dishonesty, fraud, or negligence while rep;esenting oneself
as a licensee, CPA-Inactive certificate ﬁolder, or a resident nonli-
censee f;rm owner including but not limited to:

(a) Practicing pﬁblic accounting in Washingteon state prior to ob-

taining a license required per RCW 18.04.215, obtaining a firm license

S—or 18.04.195, orwithout qualifying to op-

as requiredby RCW-—I8-

erate under firm mobility;

(b) Offering or rendering public accounting services 1in this

state by an ocut-of-state individual—esr—Fiem not qualified for practice

+8 04105 RCW 18.04.350(2);

privileges under
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(c) Offering or rendering public accounting services in this

state by an cut of state firm not gualified for practice privileges

under firm mobility per RCW 18.04.195.

{(ed) Making misleading, deceptive, or untrue representations;

(de) Engaging in acts of fiscal diéhonesty;

(é;) Purposefully, knowingly, or negligently failing to file a
report or record, or filing a false report or record, required by lo-
cal, state, or federal law;

(£g) Unlawfully selling unregistered securities;

(gh) Unlawfully acting as an unregistered securities salesperson

or broker-dealer;

(Ri) Discharging a trustee's duties in a negligent manner or
breaching cne's fiduciary duties; or

(+7) Withdrawing or liguidating, as fees earned, funds received
by a licensee, CPA-Inactive certificate holde;, or a resident nonli-
censee firm owner from a client as a deposit or retainer when the cli-
ent contests the amount of feds sarned, until sﬁch time as the dispute
is resolved.

(6) The fgllowing shall be prima facie evidence that a licensee,

as defined in WAC 4-30-010, CPA-Tnactive certificate holder, a nonli-

censee firm owner, or the employees of such persons has engaged in
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dishonesty, fraud, or negligence while representing oneself as a li-
censee, as defined in WAC 4-30-010, CPA-Inactive certificate holder, a
nonlicensee firm owner, or an employee of such persons:

(a) An order of & court of competent jurisdiction finding that
the person or persons committed an act of negligence, fraud, or dis-
honesty or other act reflecting adversely on the person's Ffitness to
represent himself, herself, or itself as a licensee, as defined in WAC
4-30-010, CPA-Inactive certificate holder, or a nonlicensee firm own-
er;

(b) An order of a federal, state, local eor foreign jurisdiction
regulatory bbdy, or a PCACB, finding that the licensee, as defined in
WAC 4-30-010, CPA-Inactive certificate hoider, or nonlicensee .firm
owner, or employee of such persons committed an act of negligence,
fraud, or dishonesty or other act reflecting adversely on the person's
fitness to represent himself, herself, or itself as a licensee, as de-
fined in WAC 4-30-010, alCPA—Inactive certificate holder, or a nonli-
censee firm owner;

(c} Cancellation, revocation, suspension, or refusal to renew the
right to practice as a licensee, certificate holder, or a nonlicensee

firm owner by any cther state for any cause other than failure to cay
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a fee or Lo meet the requirements cf continuing education in the other
state; or

{d) Suspensicn or revocation of the right to practice before any
state agency,.federal agency, or the PCAOB.

{7) Sanctions and orders entered by a nqngovernmental profession-
ally related standard-setting body for violation of ethical or tech-
nical standards in the practice of public accounting by a licensee,
CPA-Inactive certificate holder, or nonlicensee firm owner:;

(8) Agy state or federal criminal conviction or commission of any
act constituting a crimé undér the laws c¢f this state, or of another
state, or of the United States.

(9} A conflict of interest such as:

(a) Self dealing as a trustee, including, but not limited to:

(1) Investing trust funds in entities controlled by or related to
the trustee;

(11} Borrdwing from trust funds, with or without disclosure; and

(iidi) Employing' persons related to the trusteé or entities in
which the trust has a beneficial interest to provide services to the
trust (unlesslspecifically autheorized by the trust creation docﬁment).

(b) Borrcwing funds from a client unless the c¢lient is in the

business of making lcans of the type obtained by the licensee, as de-
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fined in WAC 4-30-010, CPA-Inactive certificate holder, cr nonlicensee
firm owner and the locan terms are not more favorable than‘loans ex-
tended to other perscns of similar credit worthiness.

(10) A violation of the Public Accountancy Act or failure to com-
ply with a board rule contained in Title 4 WAC, by a'licensee, defined
in WAC 4-30-010, CPA-Inactive certificate holder, or employees of such
persons of this state or a licensee of another substantially equiva-
lent state qualified for practice privileges, including buﬁ not lim-
ited to:

(a) An out-of-state individual exercising the practice privileges
authorized by RCW 18.04.350(2) when not qualified;

(b) Submission of an applicaticn for firm license on behalf of a

P NS
WL [N W A i

firm licensed in ancother state and—eegwis

that does not meet the firm mobility reguirements under RCW 18.04.195

(ly{(a){iii) {A)~(D) by an ocut-of-state individual not qualified under
RCW 18.04.350(25 or authorized by the firm to make such application;
(c} Failure of an out-of-state individuél exercilsing the practice
privileges auth;rized under RCW 18.04.350{2) to cease offering or per-
forming professional services in this state, individually of on behalf

of a firm, when the license from the state of the out-of-state indi-

vidual's principal place of business 1s no longer valid;
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(d) Failure of an out-of-state individual exercising the practice
privileges authorized under RCW 18.04.350(2) to cease offering or per-
forming specific professional services in this state, individually or
oﬁ behalf of a firm, when the license from the state of the out-of-
state individual's principal place of business has been restricted
from performing those specific services;

(e) Failure of an out of state firm operating under firm mobili-

ty per RCW 18.,04,195 (1} (a) (iii), pot—ticensed 1n this state to cesase

offering or performing professional services in this state through one
or more out-of-state individuals whose liéense from the state of those
individuals' principai place(s) of business is (are) noc longer wvalid
or 1s {are) otherwise restricted from performing the specific engage-

ment services;

(f£) Failure of a firm licensed in this state, or a firm operat-

ing under firm mobility tc¢ comply with the ownership requirements of

RCW 18.04.195 within a reasonable time period, as determined by the

board;

(g) Failure of a firm licensed in this state or another state to
comply with the board's guality assurance program requirements, when

applicable.
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(11) Viclation of one or more of the rules of professional con-

duct included in Title 4 WAC.

(12) Concealing another's violation of the Public Accountancy Act
or board rules.

(13) Failure to cooperate‘with the becard by failing to:

(a) Furnish any papers or documents reguested or ofdered to pro-
duce by the beoard:;

(b) Furnish in writing & full and complete explanation related.to
a complaint as requested by the board;

(c) Respend to an inquiry of the board;

(d) Respond to subpoenas issued by the board, whether or not the
récipient of the subpoena is the accused in the proceeding.

(14) Faiiure to compiy with an order of the board.

(15) Adjudication of a licensee, as defined by WAC 4-30-010, CPA-
Inactive certificate holder, or a nonlicensee firm owner as nmntally
incompetent is prima facie evidence that the peréon lLacks the profes-
sional competence required by the rules of professional conduct..

(le) Failure of a licensee, as defined by WAC £-30-010, CPA-
Inactive certificate holder, nonlicensee firm owner, or ocut-of-state

person exercising practice privileges authorized by RCW 18.04.195 and

WAC (2/1/2016 12:28 PM) [ 8 ] NOT FOR FILING




18.04.350 to timely notify the board, in the manner prescribed by the
board, of any of the following:

(a) A sanction, order, suspension, revocation, or modification of
a license, certificate, permit or practice rights by the SEC, PCAOB,
IR5, or another state board of accountancy for any ‘cause other than
failure to pay a professional license fee by the due date or failure
to meet the continuing professicnal education requirements of another
.state board of accountancy;

(b) Charges filed b;} the SEC, IRS, PCAOB, another state board of
accountancy, or a federal or state taxing, dinsurance or securities
regulatory body that the licensee, CPA-Inactive certificate holder, or
nonlicensee firm owner committéd a prohibited act that would be a vio-
lation of board ethical or technical standards;

{c} Sanctions or orders entered against such persons by a nongov-
ernmental professionally related standard-setting body for wviolation
of ethical or technical standards in the practice of public accounting
by a licensee, CPA-Inactive certificate holder, or nonlicenses Ffirm
oﬁner.

[Statutory Authority: RCW 18.04.055(16), 18.04.195 (11){(d), 18.04.295,
18.04.30%5, 18.04.35Q(2). WSR 11-07-070, § 4-30-142, filed 3/22/11, ef-

fective 4/22/11; WSR 10-24-009, amended and recodified as § 4-30-142,
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filed 11/18/10, effective 12/19/10; WSR 08-18-0156, § 4-25-910, filed
8/25/08, effective 9/25/08. Statutory Authority: RCW 18.04.055(16),
18.04.295, and_18.04u305. WSR 05-01-137, § 4-25-910, filed 12/16/04,
effective 1/31/05; WSR 03-24-033, § 4-25-9210, filed 11/25/03, effec-

tive 12/31/03. Statutory Authority: RCW 18.04.055(11), 18.04.295, and

18.04.305. WSR 02-04-064, § 4-25-910, filed 1/31/02, effective
3/15/02; WSR 00-11-078, § 4-25-810, filed 5/15/00, effective 6/30/00.
Statutory Authority: RCW 18.04.055 and 18.04.295. WSR 94-23-070, § 4-

25-910, filed 11/15/94, effective 12/16/84.]
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