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FREFACE

The accountancy profession in the United States is regulated by
the laws of the individual states and territories, These laws may be
broadly classified into two groups which are generally referred to as
regulatory-type laws and non-regulatory-type laws., Because of the
current trend toward regulatory laws and proposals that Oklahoma adopt
such a law in lieu of the present non-regulatory law, this study is
limited to an analysis of regulatory state laws now in effect in an
effort to provide those interested in the accountancy profession with a
review of current practices in the regulatory states,

Througtout the study I attempted to eliminate the natural blas
that I, as a certified public accountant, might have toward the views
of the certified accountants, The success or failure of this attempt
18 left to the judgment of the reader, I deliberately avolded a dis-
cussion of the relative merits of the two types of laws, but it was
inevitable that some of the conclusions reached in the final chapter
involve tris issue. The cholce, in Oklahoma, between the present non-
regulatory law and a new regulatory law leaves no other alternative,

I am indebted to the members of the accounting faculty of
Oklahoma Agricultural and Mechanical College for their encouragement
and criticisms during the preparation of this thesis. Mr. A. D. Howell,
Ce P. A. of Oklahoma City, deserves speciel mention for his helpful
- letter regerding the privileged cormunications provisions of account-

ancy laws. Among others that have been helpful to me and to whom my
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thanks are extended are the secretaries of the various state boards of
accountancy who responded to my questionnalres and inquiries regarding

the operation of the regulatory laws of their respective states.
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CHAPTER I

THE PROBLEM AND DEFIKITION OF TERMS

Ihe Froblem. Fublic accountancy is one of the newer profesaions.
If legal recognition is used es the criteria of final scceptance into
the renks of the professions, then public accounting in the United
States may bo sald to have "coms of age" with the ensctment of the {irst
public accountency law by the State of New York which became effective
on April 17, 1896.1 Since that time each of the states and territories
have adopted its own accountancy statute, although it was not until
March 11, 1937 that the Alaska law was enacted.z

Most of the states followed the New York pattern in formulating
their laws, Individual variations in state laws are numerous, but the
laws of each state contain these generel provisions:

l. They limit the use of the title of "Certified Public Accountant."

2. They provide for qualificstions whereby a person may become
aligible to use the title,

3. They provide for a board to administer the leaw.

4s They provide for penalties for violatiocn of the law,

It is especially important to note that in most cases tle laws did
not lirit the practice of public accountancy to holders of certificates,
The non-regulatory nature of thesze laws sllowed persons not holding

certificates to enter the public accounting professiocn. This resulted

1, ccountancy Lew Reporter (Chieago, I1l., 1953), p. 4003
“Itdd., pe 5905.



in a division of the profession into two groups. One group consists of
those public accountants who hold certificstes permitting them to
practice as certified public accountants, while the other group consists
of practitlopers who must use some other title. The usual title assumed
by this lastter group is mercly that of public accountsnt without further
modification,

The division in the ranks of publiec accountants is undoubtedly
undesirable from the standpoint of the profession because of the mis-
understandings that can and do cocur between the two segments, The non=
regulafory nsture of most accountancy lews has psrmitted unqualified
persons to enter the profession and to practice without regard to codes
of ethics or other restriction. This 1a not to infer that all, or even
e great many, non-certified public sccountants are wsthical or wn-
qualified, or to infer that there are no differences in qualificatlions
and sbilities within the renks of certified public accountants, However,
i1f there 18 a reasonable basis for legal recognition and regulation of
ona pgroup of public accountants a velic¢ ergument can be made for the
regulation of both groups.

The desire for legal recognition by non-certified public accountants
has given rise to considerable friction between the two groups of practi-
tioners, Many certified public accountants oppose any attempt by non-
certified public accountanmts to gain legal status becsuse they feel that
the granting of legal status to non-certified accountants would devaluate
the certificate, Non~certified accountants have mttempﬁed to gain
recognition both through court action ettacking non-regulatory laws
and by legislative action amending the accountancy laws to include regu-
latory provisions. In bringing court sction the attempt by the non~certified
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sccountants to gain legal status has been mxifonal,;r unsuccessful, In the
most recent cass, an attack on the New York lew, the plaintiff, a non-
certified public accountant, petitioned that if tre state board kept a
register of certified public accountents, a reglster of public accountants
should be kept, othsrwise he as g non-certified public asccomntant was
"stiguatized * * * am being of a lower degree of character, competency
and miw.*B In rejecting the plaintiff's petition, the court ruled
in pu’hl'

It may well be that the professicn of accountancy in so far ans it
relates to certifisd an non-cartified sccountants should be regulated
and supervised by the state, but the issue as to which businesass are to
be licensed is purely a legislative matter, The failure to regulate the
non~certified accountant does not render the statute unconstitutionsl,

Although attempts by non-certified acecountants to sscure recognition
through court action have fuzlled, thoy have had considerable success in
the state legislatures, At present some 21 states and territoriesi have
regulatory legislation providing both for the issusnce of certificates
to the certified accountants and some form of certificate, permit, ar
license to non~certified accountants. It is the second type of law with
which this study is concerned. The special importance of the study will

be discusged after a definition of terms,

Defipnition of Terms. Unless otherwise indicated by the context of
a partiocular section or unless a particular state law being quoted uses
the terwm in a different scnse, the terms willl be used according to the
definition given below. In the event that a specific state law requires

izg_q., pe 15002 (See Appendix B for optional citation and case
t1tle),

AM¢9 Ps 15003,

53ee Tehls I.



that the term be used in a different sonse, an explanation will be
furnished,

Rublic sccounting apd public gecountancy are used in the broad
sense, snd refer to the profession which consists of those who, acting
in the capaclity of an independent contractor, performs for compensatiom_
profesaional services that involve an audit, examination, verification,
or revicw, of financiel ar eccounting transactions. An enplcyee of a
firn which performs this service is not included in this definition
although ha will be claseified as being in "public practice” as dis~
tinguished from asn employse in "private pr'actiqa" who doee accounting
work for an individual concern as en employee of that business,.

A public accountant is any person legally engeged in the practice
of public accounting, whether ar not he possesses a certificete ar other
forn of license ar permit from a state board.

A cortified public asccountant is any accountant who possesses &
valld unrevoked certificate granted under the laws of one or more states.
Although persons holding certificates may not bhe engaged in publie practice,
such persons are invariahly aeligible to engsgs in public practice so that
there is 1ittle necessity for a distinction between certified accountants
in public practice and certified public accountants in private practice.

Where such a distinction is required it will be made,

A liocensed public aecountant 1s a person who 18 not a certified
public accountant, but who has qualified urder state law to rrectice
public sccounting end has been reglstered, llicensed, or granted some
other type of permit to practice public accounting under the laws of one
or moxre states, As in the case of certified public accountants, the

ternm will incluwde some porsons not engsged in public practice, Most of



the states in which & public asccountant must be elther certifieé or
licensed permit the use of the title of public accountant by non~certified
public accountants, Since the term public accountant is being used in
the generic sense in this study it is nocessary to use some other tern

to designate this category.

A pon=—certlfied public sccountent 1s eny person legally practicing
public cceounting who does not hold a2 certificate as a certified publie
accountant, This term includes licensed public accountant where
sprliecable,

A non-rezulatory state is a state or territory where tre law does
not provide for the licensing or reglstering of non-certified puhlic
accountants and which allows non-certified public accountants to practice.
These states are listed in Tahle I.

A resulatory state 1a a state or territory which regulates the
entire profession of public accountancy by requiring the registruiion
or licensing of non—certiflied public accountants, These states nre
listed in Table I.

Inportence of $he Study. This study 1s written principaelly for
menbers and prospective members of the public accounting profession in
the state of Oklahoma, The importance of cwrrent practice and of prospec-
tive trends in accountancy lew to members and prospective members of the
profeseion 1s arparent when the effect of such laws on their means of
livelihood 18 consldered. The future growth and prestize of the pro-
fession depends upon the establislment of felr, warkahble, and stable
state accountancy lawse. It is customsry practice for the state laws to
provide that nost of the regudaliion of the rrofession be done Ly its

own menbers operating through the state boards of acccuntancy. Froposed



changes in accountancy laws generally originate from within the profession,
and it is vitally important that public asccountants understand the basic
law governing their operations,

This study is especlally timely from the point of view of the
Oklahoma public accoxmtnnts. The Oklshoma Society of Certified Public
Accountents and the Oklahoma Association of Public Accountants (an
orgend zation of non-certified public accountants)in conjunction with a
coamittee of the Oklahoma State leglslature are working on a proposed
new accountancy law at the present iime, The approach to the problem
in this study will be to attempt to annlysze the various laws in regulsatory
states with respect to the application of these provisions to the needs
of Oklahoma, Tacit agreement between the two accounting societies that
the proposed law should be regulatory furnishes the basis of departure
for the stuly. The present Oklahma law is non-regulatory.

Preview of the Remeinder of the Stuly. As has been provioualy
pointed out, the approach to the problem is based upon an attempt to
determine what provisions should be included in any new lew passed by
the Oklahoma legislaeture, It is not the purpose to discuss the merits
of regulatory versus non-regulatory lew except as the question affects
the contrast between the present Oklshoma statute and a proposed new
statute. The present Oklshoma accountancy law is included as Appendix A
for purposes of easy reference by the reader.

The technique used in this discussion will be to discuss the more
important sections of the law in order as they wsually appear in the law.
The discussion will include the impartant points to be considered with



respect to the change to regulatary law. Soctions not directly affected
by the change to regulatory law will be incluled in a seperate chapter
near the end of the thesis, Within each chapter the rrocedwre will be
to explain the problem, to discuss the mothods of treating the problem
by representative regulatory states, and to conclude with a recommended
’aolution which will be aquita&e for all parties concerned,.

In arder to maintain cbjectivity in the study, consideretion will be
given to the interests of the certified public secountants, tbe non-
certified public accountants, and the general public, Thess interests
do not alwgys conflict; in fact, they are more often in agreement,
espoclally when the long range viewpoint is malntained, The interests
of one other class of persons will be given spsclal attention. This
clase 1s composed of those individuals who may enter the profession et
some futwre time, The correct approach from this point of viow bhas been
expressed by Felix Morely, writing in Botion's Business in which he
ammu6
Every iAmericen earns his or her living within a political system of
rules which are cerefully besed on moral principles, These rules,
moreover, cannot properly be eltered in any respesct without prior
notice, public consideration, and majority conmsent, Anxxl, where the

fundamentals of freedon are concerned, the rules set forth in the
orgenic lew sre supposedly immune from any arbitrary distortion.

6Fa11x Morcly, "The State of the Nation,” Nation's Businoss, XLII
(Jm’ 1954)’ P. 23.



TABLE I

CLASSIFICATION OF THE ACCOWNTANCY LAWS OF THE STATES AND

TERRITORIES OF THE WNITED STATES

s c—

T e

States and Territories with States and Territories vith
Hon-regulatory Accountancy Leaws Reguletory Aceountsnoy Laws

Al abama Arizona

Arkansas California

Comnecticut Colarado

Delaware Florida

District of Columbia Gecrgia

Ideho I1linois

Indiane Iowa

Kansas Rentucky

Maine Loutslana

Mzssachusetts Marylond

Mimnmesota Michigan

Montana Mississippd

Rebraska Missouri

Revade Rew Mexieco

Kew Hompshire Oregon

Hew Jorsey Texas

Rew Yark Virginie

Horth Caroline Washington

Horth Dakota HWisconsin

Ohio Alagks

Oklahoma Puertoc Rico

Pennsylvania

Bhode Island Rotes North Carolinat's regulatory lew
South Carolina was repealed in 1951, The titles
South Dgkota of P. Ae and C, P, A. cre still
Tennesasee reatricted, ut others may prac—
Utah tice public accounting under the
Varnont title of "Accountant.”

West Virginia

Wyoming

Bewail

Virgin Islanda

————

Somrces Accountsncy Laws of the varicus states and territories as
published in the Ascountancy Law Reporter (Chicago, Ill.) 1953.



CHAFTER II
THE STATE BOARD OF ACCCUNTARCY

Ihe Nunction of the Board., The administration of state accountancy
lew 18 slmost invariably in the hands of a hoard comsisting of from thace
to seven nmembers, appointed by the governor of the state, with the
members serving a definite term of office, The usual function of the
board is to administer examinations, grant certificates and licensos,
naintain registers, and enforce the mccountency laws by hearing, and
Sudging complaints registered against members of the profeseion., Teable
II shows some of the pertinent nrovisions of regulstory laws regarding
the composition, qualifications, and terms of office of the vericus
state boards,

The Composition of the Bosrd. The compositicn of the board in a
non-regulatory state poses no problem, Qualificetions {or membership

generally includes
l. 7The member muat be a legal resident of the state in question.

2, The member must be practicing certified public eccountant of
the state in question, usually for a specified mmber of yesrs,

Many states have other specisl qualifications which secem uwnnecessorily
restrictive, The provision in some states thet one member of the board
be a practicing attorney at law ig not necessary in Oklshoma sinee the

attormey peneral of the state can provide any legal assistonce which the

board requires, Requirements such es that of Hiaaisaiwi" that the
?Accountancy Law Reporter, p. 3203. (Far optional citations to

tris and future references to lews see Arpendix B.)

9
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boerd menbers alsc be members of the Society of Cortified Fublic
Accountants, or that of Louisianas that some members must be from a
certain geographicsl section of the state are exsmples of unnecessary
restrictions on the board membership, At least, there ias no necessity
for such a provision in Qklshcma Law,

The najar problem with respsct to the composition of the bLoexrd
arises vhen the law is made reguletory. Under regulatory law the none
cartified public accountants are sure to expect repressntation on the
board, Since one of tho purposes of a regulatory law is to establish a
better community of interest between certified and non-certified accountants,
harmony in the profession wlll best be serwed by granting some represen~
tation on the board to non-certified public sccountants. This does not
seem to be the general practice in the reguletory ststes. Only Texas,
New Mexico, and Washington give mincrity rerresentation to non-certified
sccountants, California has an advisory comaittee only, The rest of
the regulatory atatés give no representrtion. (See Tahle II)

Where no representation 1s granted to non-certified public
aeccountants, there i1s no need to provide for a difforent type of board
than is commonly provided in non~regulatory law. In sll states where no
representstion is granted the licensed public sccountants ere a "dying
class." (i,0, No new licenses sre cuxrently boing issued and the class
will eventunlly vanish through normsl attrition.) The Washington lm-r9
provides for representation on the board for non-certified publie

accountamts, but the lew alsc provides for discontinuance of rerresentation

:h’.d. 2 Pe 2003-

91&__’_@0, Pe 5503.



11

when the non-~certified classes are reduced to a specified mmsber. (This
law is peouliar in thaet it provides foar two non-certified classes of
accountants which are called licensed public accountants and publie
accountents, )

If the licensed public accountsnts are to be made a dying class the
provisions of the California law sesems to provide adequately for their
representation on the ﬁoard. This provision is that the state board of
accountaney shall appoint a commidttes of from three {o five licensed
public accountants to police thedir own class and to meke recommendation
to the board for final disposition of any proposed disciplinary action.u

It now appears likely, however, that the new Oklshoma law will
provide for the licensing of non-certified accountants on a contimidng
basis, at least for a period of yesrs. (See Chapter V.) If this be tho
cags, ths non-certified or licensed class should be granted minority
representation on the board. However, in order to preserve the integrity
in other staxos- ot-tha Oklahoma carﬁfiéatbe, any representation given
non CPAs should exelude authority over tho administering of examinations
to CPA eandidates or the granting of CPA certificates. The provisions of
. the Toxas law, although that lew estallishes the licensed public
accountants as a dying class, appears to bs adequate for Oklshame

purposese Tho lew ;u-avideszlz

lozgid-p Pe 5503,

Bipd., p. 1305,
P1vid., p. 5204



State Board of Public Accountancy

Sectiom 4. The Texas State Board of Accountancy shall consist of
nine membors, each of whom shall be a eitizen of the United States and
a resident of this State, Members of the Board and their successors
shall be appointed by the Governor, with the advice and consent of the
Senate, and shall be accountants in public practice; five of whem shall
hold certified public accountant certificates issued under the laws of
this State; and four shall be licensed public sccountants in public
rractice who hold permits issuasd under the laws of this State, Members
of the Board shall hold office for terms of two years, or until their
successors are sppointed and have qualified, Members of the present Boerd
shall contimus in offies urtil their respective terme have expired at
wvhich time the Governor shall sppoint thsir successors, After the
effective date of this Aet the Governor shall eppoint four publie
eccountents as sbove set out as members of sald Boerd in the following
mannar: Tuo shall hold office for one year; and two shall hold office
for two yesrs, Thereafter, such Puhlic Accourtant appointments shall
be made by the Governor each two yesrs as their terms expire, and such
appointments each two years sre to be mede at the time the Governar
eppoints successors to the Certified Public Accoumtents whose terma
have expired. Vacanecies cccurring during a term shell be filled hy
eppointments for the unexpired term, The Governor shall remove from
the Board any member whose certificete or parmit to practice has been
vedd, revoked or suspended,

The comment of Mr, B, S, Motherstead, C. P. 4., and Chairman of the
Texas State Board of Public Accountancy in regard to the grenting of
representetion on the board to non-certified public accountants
illustrates the advantage of granting such representstions Mr, Mothersteod,
in reply to & query regarding the attitude of non-certified public
aceountants to the Texas law, uritaszla

Particularly since the four public accountents were added to the
Board, we have found & definite improvement In the attitude of the
licensed public sccountant towsrd the certified public accountants
and toward the Board, The licensed public accountants are as fully
agressive toward the enfarcement of owr code of professicnal conduct
a2 are the certified public asccountents es a gensral ruls.

Atrough there 1s some disinclination on the pert of the certified public
sccountents to grant representstion on the board to nonecertified eccoumt~
ants, 1t would appear thet the price 1s a amall ope to pay if hermonious

relations betwean the two groups are thereby enhanced,

13, s, Motherstead, Letter, January 1, 1954.
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One other provision in Section 4 of the Texas statute is a departure
from current Oklahoma law. Ths provision provicding that the terms of
8ll board members shall not explre at the same time., This provision
precludes the possibility of having a completely inexperienced board
which, in turn, will make the work of the new members easier. 1In
practice the reappointments to the Oklahoma Boerd has schieved the same
results, however, the law would be improved by providing that the terms
of office not all be coterminous, No regulatory state fails to include
this provision,

In addition to tho qualifications outlined in Section 4 of the
Texas law one other sentence should be added to the proposed Oklahoma
Law, This provision 1s: For the purposes of this section, any Certified
Public Accountant, holding the rank of Professor of Accounting at
accredited universities within the state shall be deemed to be practicing
public accountants. This addition would prevent the challenging of the
elipgibility of members of the accounting facultles of Oklahoma University,
Oklehoma Agricultural and Mechanical College, or the University of Tulss,
to serve on the board. The special qualificatlions of the profeasors of
those universitlies in the administering and grading of examinations,
and their connection with the educetional institutions give them special
qualifications for board membership which should be utilized wherever
possitle,

In past years members of the accounting. facultles of both Oklahoma
University and Oklahome Agricultursl and Mechanical College have éerved
as hoard members. At the time these professors served they were also
in public practice as required by law and therefore no question as to

their eligibility arose, however, nothing should be written into a new
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law to prevent the future utilization of the services of an accounting

profeasor merely beczuse he was not in public practice at the time of

appointment.

Powers and Duties of the Board. If the state board of accountancy
iz to fimetion with maximum efficlency, the lew should avoid wnnecessary
restrictions on its powers., 4s & matter of genersal principle, the board
should be granted as broed discretionary powers as is consistent with
the state and federal constitutions, At the seme time the law should
prlace sufficient limitations on the powers of the board to insure the
protection of the rights of the indlviduals who may come under its
Jurisdietion. In general, most ef the rules of precedure, the orgsnize-—
tion of the board, and the sdminisirative detalls should be established
by the bosrd itself, The board should be empowered to establish rules
of ethics and professional conduct for the profession, and should be
free of any political entanglements, It is the general practice to set
foarth in the lew a special section devoted to the granting of goneral
powers end duties and to emumerata specific powers of the board in
greator detail throughout the law., Agein the provisions of tho Toxas
lew seen to fit Oklghoma needs admirsbly. Included in the Toxas lew is
the restriction of the control of CPA certificates to the CFA members
which haa been previously Qantimd. Section 5 of the Texas law resds :11’
| Powers and Duties of the Board

Section 5, The Board shall administor the provisions of this Act,
The Board shall formally eleet e chalrmen and e secretary-treasurer from
its menbera and may adopt such rules as 1% deems necessery for the orderly

conduct of its affairs., The Board mgy promulgate, and may amend from
tine to time, rules of conduct sppropriate to estsblish and maintaln a

Ypceoutancy Lay Reporter, p. 5104



15

high standard of integrity in the profession of public accountancy,
aftor notice to a1l holders of valid permits to practice public
accountency in this state.

Such notice shall set forth the proposed rules of professional
conduet, or smencdments and the time when same shall be voted on by publie
accountants holding valid permits under this Act. No rule or amendment
shall be operative untll epproved by a majority of those voting at
such election. The voting shall be by mail and wnder such reasonahle
rules and regulations ss the Board may presoribe, Ths Board shall
declare the results of such election and proclaim the effcective date
of such rules of professional conduct, or smendments, and adopt
reasonable mesns of notifying ell public accountents of the results of
such election. A majority of the Board shall constitute a quorum for
the transaction of business. The Board shall keep a seal which shall
be judiclally noticed. The Boerd shall keep records of sll proceedings
end actions by and vefore the Bosrd, The Board mgy employ such clerks
as are necessery to assist it in the performance of its duties and in
keeping its records. The members of the Boerd who are non-~certified
public accountants shall have all the authority, responsibility and
dultes of any other member of seid Board except as to the giving of
exagminations to candidates seeking the certificates of Certified Public
dccountant, end except as to all other matters releting the imssuance of
cortificates as Certified Fublic Accountants ss provided for in Section
12 of the Public Accountancy Act of 1945. The Board members holding
certificotes as Certified Public Accountents shall huave sole authority,
responsibility and duty of performing all acts relating to such examina~
tions and the issuance of certificstes as Certified Public Accountants,

In adapting the mbove provisions to the needs of Oklshonma, 1l that
would he nocessary would be to the references to other laus and section
mmbers. Some mgy ohject to the provision providing for the epproval
of codes of ethics by all public accountants, but this seems to have the
advantage of bringing these ethics directly to the attention of all
public accountants, The principal disadvantage 1s that the provision
would be cumbersome to administer, The present provislcns of the

Oklahanals

law granting the boerd power to conduct investigaztions, to
deternine the qualifieations of applicants, and to administer oaths

might well be retained,.

1
5Sae Appendix A,



TABLE IX

1o

QUALIFICATIONS AND TuRMS OF OFFICE OF MEMBERS OF THE STATE BOARDS OF
ACCCUNTANCY IN THE REGULATORY STATES

Numbex
State of ey qualiffestions Linit on
Members Reappointment
irizona 5 5 yrs. Must be CPAs ineligible for
3 years
California 7 4 yrB. Hust be CPAs ineligible after A
2 consecutive terms
Calorado 3 3 yrs, Must be CPas unlimited &
Florida 5 4 yrs, Must be CPAs unlimited
Georgia 5 4 yra. 4 mant be CPAs 1limited to two
1 must be Atty. terns
I1linois 3 3 yrs. 2 must be CPAe unlimited
Iowa 3 3 yrs.  Must be CPAs ineligible after
2 consccutive terms
Kentucky 3 3 yra. Must be CPAs urdimited
Loulsiana 5 5 yre. Hust be CPAs menber cannot
succeed himself
Maryland 5 3 yra,. 3 CPas, 1 Attny,
1 Bconomist unlinited
Michigan 4 4 yrse. 3 CPas, 1 Atiny. ulinited #
Mississippi 3 4 yr8.  Must be CPaAs unlinited
Missouri 5 5 yrs. Must be CPAs member cannot be
. reappointed for *
3 CPAs 2 yra.
m ®
New Mexico 5 3 yrs. 3 RpAs | unlinited
Oregon 5 L yrs,  Must be CFAs unlinited #
Texan 9 2 yra. 5 CPAs
4 FAs unlinited &
Virginia 5 5 yrs. 3 Cras, 1 Attny. 2 conpacutive ¥
1 Educator terns
Washington 5 3 yrs. 3 CPas, 1 LFA 2 consecutive .
1 RPA terns
Wisconsin 3 3 yre. Must be CPAs
1 Professor unlini ted .
Alaska 5 6 rs. Must be CPAs unlimited &
Puerto Rico 35 5 yrs. Must be CPAs unlimited »

Sowrce:
CCH,

% CPA menmbers must be 1 public priee.
terme of offics of the reombers coterminous.

In no regulatory state are the
A11 members are appointed by

the governor except in Illinols where the Director of Registration and

Education makes the appolntnments,

Accountancy Laws as published in the Acecountancy Law Reporter,



CHAPTER 111
THE LRGAL DEFINITICHN OF FUBLIC ACCOUNTANCY

The Need for 3 lesl Definition of Public Accountancy. Won—regulatory
laws do not require thet public sccoumtancy be legelly defined since the
only restriction in such laws is that on the use of the title of Cortified
Public Accountant, When the transition 1s made to regulstory law, however,
the definition of public accountancy becomes pertinent, If the practice
of publie accountancy is to be regulated, 1t is desiralls far the law
either directly or by implication to set forth the circumstances wnder
which a person, or firm, is considered to be practicing public secounting.
Such & definition should be Inclusive enough to inelude all persons
actually in practice, but it should exclude certain {ringe classes vwhose
inclusion would place an unnecessary burden on the administrators of the
law. The definition should be precise in order to minimige dispntes ’
avoid litigation over technical points, and to permit the proper ajudica~

tion of such disputes that mgy arise,

Current Practices of Regulstory States. Not all rejulatory states
have specifically included a definition of public accountancy in their

laws. In gensral the question has been treated in three wgys., Some etataa,'
notebly Arizona, Marylend, Oregon, and Georgla, handle the proulem in

mach the same manner as the pon-regulatory states handle the certified
puhlic accountants, with the edditienel provision tha! only persons having
legally registered pernits een practice public accountancy or use a title

indicating such practice, Typical of this indirect epproach is the Georgls

17
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law which limits the practice of public accountancy to registered publie
accountants and certified public accountants, reauires &ll such public
accountants to bs recognlzed by ihe board, and defines a public
accountent ss "e person, firm, or corporation having an established
place of business and offering tc perform for the general public any and
all geoneral accounting services,*1® In referemce to these rovisions
of the Georgla lew, the Attorney Genersl of (Geergis on July 1, 1948
r2led that

Perscns who have not reglstered or secured a liecense to rractice public
accounting vialzte the Georjyis accounting lsw when, in an established
office, they do practice accountancy (performing sueh work as suditing,
reporting on audite, and installing accounting systems). They are
subject to penalties even though they do not cell thomselves Reglatered
Public Accountants or CPA's.17

The Georpiec method of making a law regulatery appears to be both
indefinite and incomplete. It does not furnish a satiasfactory gulde to
the boerd and might lead to administrative problems, A belter method
is to define publie mocounting in the law insteed of relying on an
interpretation of the law hy the attorney general or the couris.

A second method, used bty the states of Texas, New Maxico, and louws,
is to define public accountancy in a brief parsgraph, with ary exceptions,
or exanptions, set forth in a special paragraphs A typical example of
this typs of law is found in the Now Mexico Statutes :18

Definitions
Section 2, A. Practice of Public Accountancy. 4 person engages

in the "Practice of Public Accountancy” within the mesning of this act
who, holding himself out to the publiec es & public eccountant, in

1€)ccountancy Law Reporter, p. 1910.
17u1¢., p. 1910,
18144d., p. 3903.
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consideration of compensation received or to be received by him, offers
to perform or does perforu, for othsr persons, services which involve
the auditing or exanination of financlal transactions, books, mccounts
or reccrds, or the preparation of, or the reporting over his signature
on, financlal, accounting, ard related statenments; subject, however,
to the provisicns of Section 3 hereof,

a ® %
Acts Not Restricted

Section 3. Fothing conteined in this Act shall prevent any person
from serving as on employse of, or an assistent to, s certified public
accouniant, or public accountant, or copartnerstip engeged in the
practice of public accounisnecy, provided that such enployee or assistant
shall vork under the control and supervision of a certifieé public
accountant, or registered publie accountant, authorized to praectice
pullic accountancy subject to the provisions of this Act,

Lews of the New Mexlco type seam %o be the better practice, They
are more definite and direct. They arc, however, too briaf and still
loave much to interpretation, Tha suecess of & regulatory lsv may well
depend the complete understanding of it by the profession. A third
method, though somewhat longer, leaves little to the imagination is
preferred for that resson,

The third method, which is the praetice of mors of the reguletory
states than is either of the proceding, is to cdefine at length what
constitutes and what does not constitute the practice of public
ascountancy. #nong the states using this method are: Californis,
Colarade, Florida, Illincis, Michlgen, Missouri, Wisconsin, and Alaska.
Hot only do mare of the states use tris technique, but there is more
unifornity omong the stsates in the wording of the provielon. This
majority practice has much to cormend it because it is complete and
definite, Typlcal emong these laws is the following provision from the

Missouri Statute :19

lgm.d_.’ Pe 3303.



Who Deemad To Be Practicing
Fublie Accountancy

Section 32¢,010. A person shell be deemed to be in practice as a
public accountant, within the meaning and intent of this chepter:

(1) who holds himself out to the public, in any wanmer, ns one
who is skilled in the knowledge, science and practice of accounting,
and a8 qualified amd ready to render professional service therein as a
public acoountent for compsnsation; or

{(2) who maintains an office for the transaction of business as a
publie accountant; or

(3) who offors to prospective clients to perform for comspensation,
or who does perform in behalf of clients for compenmsation, professional
sorvices that involve or require an oudit or certificates of financisl
transactions end accounting records; or

(4) Who prepares or certifies for clionts reporte of andits, balance
sheets, and other financlal, accounting snd releted schedules, exhibits,
statenents or reports, which are to be used for publication or for credit
purposes, or e to be filed with a cowrt of law, or with any other
governmental agency, or are to be exhibited to or circulated smong third
persons for any purpose;

Frovided, thet nothing contained in this chapter shall apply to any
person who ngy he enplayed by one or more persons, firms or cerporations
far the pwrpose of keeping hooks, making trial belances or statements or
preparing reports, provided such reports are not used or issued by the
smployer or employers as having been prepared by a public accountant,

Certificate Necessary to Practice

Section 320,020. No person, firm, partnership or corporation shall
practice in this stote as a certified public accountant, or ss a public
accountant, except as provided in section 320,150 hereof, unless he, ghe
or it shall have been granted a certificete by the board and secured a
pernit for the current year,

Section 326,150 of the Missouri low which is referred to in Sectlon 32¢,
020 quoted above exempts temporary practice by out-of-state accountants,
smployees of Missouri publie accmmtanf.s, and Attorneys from the pro-
visions of Section 326.020.20 '
It is intercsting to note that paragraph 4 of Section 320,.C1C of

the Missowrl law is identical with Sectiom 5061, (d) of the California

20
Ivd., p. 3310
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statuto,zl end 1t has been ruled by the Attorney General of California

that the preparation of tax returns constitutes the practice of publie

2
accoumtancy, while ths Attarney Genersl of the State of Missourl has

23

ruled the opposite, In this comnection the comment of Mr. L. C. J.

Yeager, Secretary of the Kentucky Stete HBoard of Aecountancy is pertinent,
Mr, Yegger uritas:u

Fo regulatory accounting act has as yot been enacted which would
prohibit prevent a non-reogistered person from rendering bookkeeping
sorvice and preparing income tax returns, Immedietely after a regulstory
act becomes law there will be un-licensed persons performing these
sorvices, Sinos thess people would not be required to have a license
thereafter, it is not necessary to license tham st the time s regulatory
act becomes effective in order for them to continue unhampered in their
field of endeevor, If, however, such services are being rendered in
connection with the use of the title of public accountent, it would be
necessery to issue them e license for them to continue with the use of
such title.

In view of the above argument the section of the Missourl law quoted
above might well be smended to include the preparation of income tax
retwrns among the excepled acts. Californis appears to be the only
state to hold that income tax preparation eonstitutes the practice of
publie asccounting.

In connection with the exemption of bookkeeping and income tax
sarvices from the provisions of the law, it is worthwhile to note that
a ruling of the Internal Revere Service atates that regardless of state
laus to the contrary, persons performing these services are in the

practice of public sccounting witbin the meaning of Seection 481 (e¢) (5)

AIud., p. 1307,
2211d., pe 1209,
2 bid., pe 15007,
241, C, J. Yesger, Letter, January 12, 1954
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of the Internal Revenue Code.zs

This provision of the revenus code is
the one which pives statutory exemption to public asccountents for self-

employment tax purposes,

2SPederel Tex Gulde, (Chicago, I1l., 1953), p. 6925.



CHAPTER IV
ELIGIBILITY REQUIREMENTS FOR THE CERTIFIZD PUBLIC
ACCOUNTANTS EXAMINATION

Sections 5, 6, and 7 of the current Oklahoma statute (see appendix
A) governs the examination of, the qualifications for, and the issuance -
of certificates of proficiency for the CPA certificate, Although few
changes are contemplated in these sections of the Oklahoma law, a dis-
cussion of these provisions 1is appropriste at this time because of
proposed provisions for eligibility of non-certifiocd public accountants
to obtain licenses under regulatory law. These latter proposals will
be discussed in Chapter V.

Only minor changes in section 5 of the present Oklahoma law sare
suggested., This is the section which deals with the time and place of
the examinations. The provision that the examination shall be held in
November should he eliminated in view of suggested changes in the dates
of the examinations furnished by the American Institute.?® The law
should provide that examinations be held twice yearly at such times es
the board may determine, In past years secreteries of the Oklahoma Board
of Accountancy have had some difficulty in placing exasinatior notices in
one metropolitan newspaper because of legel restrictions on the amount
the state can pay for such advertising.27 The provision that the adver-
tising must be placed in dally newspapers in the three most populous

cities in the state should be modified accordingly.

26Robert K. Lane, Jr., "Dates for CPA Exans," Journal of Accountancy
XCVI (August, 1953), pe. 243.

?TLetter, Oklahoma Publisting Company, March 24, 1954.
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Sectlon ¢ of the present Oklahoma statute provides that written
examinations shall be given covering:

(a)e Theory of Acecounts——three hours,

(b). Practical Accounting~—six howrs,

¢). Auwllting--three hours,

{d). Comercial Lew-~three hours,

(e)e Governmental Accounting—six hours,

The remaining provieiens of this section reguire thet an aversage grade
of at least seventy-five per centum be made on each subject, snd for
the recognition of previously issued certificates. (See appendix A.)
Suggested revisions of this seetion include the elimination of the
governrental requdremsnt. Begeuae of the use of the A. I. A. examina~
tions which include some governmental problems the adoption of this
suggested mmendment would not seriously relex the examinstion standerd,
cut 1t would relieve the board of the chore of preparing and grading
extra examinations. Oklahoma 15 one of the few states with the oxtra
governmental requirement,

FPertiaps the only other change in this section which is in order is
to grant specific authority to the board to use the A. I. 4. examinations
ard the uniform grading service, Both the exsminations and the service
are being used at the present time so that any change in the law to this
effect would only retify ecurrent practice,

General eligihility requirements now covered by section 7 of the
Oklshama lew include: (1) eitizenship, (2) Oklahoma residemcy, (2) good
moral character, (4) three years accounting experisnce, or gredustion
from e four yesr business course with an accounting major, and (5) a
pinimus age of 21 yesrs. These requirements sre, in penersl, less

severe than those of most of the other states,zs but there is little

*® ydus Henry Buss, C. Ee A Requizements (Urbsne, I1L.
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sentiment for changing them at the present time, Many college students
would like to be permitted to sit for the examinetion dwring the finel
senister of their senior yeor. The exanination in May ususlly comes
before ths date of commenoement of the state colleges. It would ssenm

that some provision in the law might be made in such cases, but the student
should be required to furnish proof of gradustion before the certificate
is isgued, A zimilasr allowance might also be made in the case of the
citizenshis and ege requirements, although thess restrictions affect

fewer individuals,



CHAPTER V
QUALITICATIONS OF LICENSED FUSLIC ACCOUNTANTS

The lmitation of the practice of public sccoumting to certificate
and liocepse holders. The essencs of a regulatory lew is the licensing
of non-certifiod public accountants, and the limiting of the preactice
of public accounting to those who hold either certificntes or licenses
to practice, Once it has boen agreed that such a provision is to be
written into law, a number of queations arise with respect to the
qualificetions necessary to obtain a license, The law must be drawn
with conslderable cere in order to avold difficulties in enforcement and
%o preclude the inclusion of inequitable provisions and ambigulties
which would necessitate future amendments to the law.

Tho provision with reference to qualificetions that must be ineluded
in any reguletory law 1s to grant licenses to practice to any public
accountant who ia practicing at the time the law becomes effective,

This "Grandfather clause” 4is essential lLecnuse othervise the law might
derrive a person of his measns of livelihood end thereby Le declared
wnconstitutional.?? In farmilating the Grandfaetber clause csre should
be taken to insure that only those who are actually in practice shall be
allowsd to register as public sccountents. This can be done 1f the law
roquires that sn office be maintained for the practice of publie
accountancy as a principal occupstionm. In addition, the gualificstions

should yprovide for the szme general eligibility requirements ss is

“O0xlahoma Reperts, (Oklshoma City, 1925), pp. 35-41.
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recquired for the issuance of certificates to certified aécoﬁntants, such
as those listed in Chapter IV.

Licensed Public Accountanis as & Dying Class. Other qualifications
for the issuance of licenses to non-certified accountesnts depend upon
whether or not the law is to provide that the class of licensed public
accountants i8 to be a dying one. Ideally, in order to eventually
eliminate the division in the ranks of jpublic accountants, the dying
class provisions is desirable., Practically, however, in the light of
current opposition from the non-certified public sccountants, such a
provision might be difficult to enact. At the same time any provision
to provide for a separate accountancy-board, or to provide for separate
examinations for non-certified public accountants would meet with
opposition from the certified public accountants on the grounds that it
would impair the distinctive feature of the certificate and thereby tend
to degrade it., Of the regulatory states only New Mexico, Oregon, and
Georgia have provided that licensed public accountants shell be a
continuing clasas with separate examinations. Washington and Colorado
issue permits to persons who have passed tﬁe Ce Fo Ae examinétion but
have not satisfied the experience requirements of Washington law for
the issuance of the certificate,

One of the provisions that has been suggested for a new Oklahoma
law provides for granting licenses to non-certified public accountants
on & continulng basis 1s to issue, after the initial registrations,
licenses to those accountants who meet the requirements to sit for the
Oklahoma C, P. A. examination, If any provision to ellow persons to

sit for the examination and fulfill the other requirements afterward
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is adopted, the law would have to specify a registrant would have to be
sligible to receive the certificate irmediately upon passing the
examination in arder to receive a license.

The goal of the public accounting profession that there should
eventually be only one class of sccountants can be retained through some
provision written into the law thet there shculd be no new licensed
publie sccountants admitted to practice after a specified number of
years, Good reascns exist to 1imit the period for issuing new licenses
to not less than five nor more than ten years, Five yoears would give
all students currently enrolled in college in anticipetion of practicing
public accountancy in their own nemea a chance to graduate and to receive
a license, Ten years 1s about the maximum time that a definite plan for
the unificstion of the profession should be delayed. Even though the
issuance of licenses to non-certified accountants should be limited to
those currently in practice it would take a minimum of twenty or thirty
years to unify the profession. Should the five year su;gestion be adopted
scme consideration should be given to extension of the period for those
who are in military service during that time, The ten yesar provision
would probably not require any special treatment of this problem. One
other point to be token Into considerstion if the law provides for e
dylng class of licemnsed public accountants is that some provisions must
be made to elimlinate any non-certified members of the board when the
registrations of licensed public accountants decline 1o & specified
number., If this is not done the law will beccme obsolete when tﬁe
lest of the licensed public accountants dies or retires.

A provision incorporating the plan to issue licenses to public

accountants ss outlined above mipght reac as follows:



Authority to Practice as a Public Accountant

The following persons may, upon application to the Board, be
registered with the Board for the practice of public eccountancy:

Ae As & Certified Public Accountants 4&ny person who has received
a cortificate of proficiency authorizing him to practice as a Certified
Public Accountant under this or prior laws of this state,

B, As Certified Public Accountants: Firms end Copartnerships as
hereinafter rrovided. : '

Ce As a Public Accountant: Any person who is a resident of, or
naintaing an office ir the State of Oklshoma for the practice of public
accountaney, and who 1s: over tho aie of twenty-one years, of good
aoral cheracter, end who was in the practice of public accountancy in
Oklahoms at the dete of the enactment of this lew, or any person who
is qualified to sit for the examination for Certified Public Accountent
and to receive the certificate Iimmediately upon passege of the exenmina-
tion. Provided, however, that no now registrations be persons not
previously registered shall be accepted by the board after seven years
have elapsed from the date of enactment of this aect.

D. As Public Accountanta: Tirms and Copartnerships as hereinafter
provided,

No person, firm, or copartnership shall prsctice puhlie accountancy
in this state unless he shall heve registered with the State Board of
Accountancy in compliance with this law and shell have peid for the
current year hds anmual reglstration fee as hereinafter provided,

The conditions under which s firm or copartosrship may use the
titles listed in the above provision will be discussed in the next
chapter since the question is closely allied to the reciprocity provisions

of the law,



CHAPTER V1
RECIPROCAL FROVISIONS AND THE REGISTRATION OF FIRMS
ARD COPARTNERSHIPS

Definition of Reciprocity. The conditions under which one state
recognises or bonors the certificotee or licenses isswed in other states
are especially important. These provisions are more vitel under regulatory
lew than they are under non-regulatary lew, although in either case the
drafting of an ideal provision presents e serious problem, A foreign
(in the legsl sense) certified public accountant who desires to practice
in a non-regulatory stste ocan practice as a public socountant even
though he is unable to cobtain a reciprocal certificate, Similarly, e
fﬁn of certified publie accountents can practice as public accountants
where the firm does not qualify to practice aes certified public account-
ants because all pertners of the firm are not certified in the state in
question,

Although all etates extend some form of reociprocity, there is a
"eamplete lack of uniformity in the approach to the queation of interstate
practice.”m At least thirty-one statensl have some provision that
reciprocity cannot be extended unless the state from which reciproeity is
sought extends similar privileges to certified public eceountants of the

state in which reciprocity is sought, Thus New York and the Distriet of

Pupaport Submitted by the Interstate Practice Comittse,® The CEA
(December, 1953) pe 15.

”&sw Lay Reporter, pp. 125-131.
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Columbia both have reciprocul provisions in their respective lawe but

do not reciyprocate becauss of unequal requirementa.”

Report of the imorican Institute Committee., The Interstate Practice
Comnittee of the American Institute of Accountants has recently published

a report on this protlem, The report consists of seven major points
which are reproduced here.>>
1.

RECOCNITION OF CERTIFICATES OF OTHER STATES

Provisions for recognition of the certificates of other states ere
preferable to those autlorizing the ilssuance of a certificate to a CPA
of anocther state which grants siniler privileges, The latter arrangement
cen obviously penalizs well-quolified accountants who happen to hold
certificates of states which have not entered into such reeiproeal
agreements, It would be far mors equitable to consider each applicant
on his own merits, Boards of accountancy, therefore should be empowered
to issus a cortificate as a CPA without examination to any applicant who
is a citlsen of the United Stetes or who has declared his intention to
become a citiszen; who 18 the holder of a valid certificate obtained by
written exaninution under the lews of any other state, district or
territory; and who could heve met, st the time of receiving his original
oortificate, the standards then required in the state from which he now
seeks recognition, As a means of discoursging a peedless sccumulation
of certificates, it is also reasonmble to require that the epplicant
pay a fee which will be adequate to cover the cost of issuing the certi~
ficate and that he have a residence or place of businese in the state
from which he seeks the certificate~or clearly demonstrate some other
necessity for it. .

2.
USE OF FIRM TITLES

An eccounting firm should bes permitted under state law to designate
itself as certified public accountants if all of its partners hold valid
CPA certificates of some state and its looal representative is a CPA of
the state in which his office is located. Bocause wide use of the title
"eertified public accountant" 1s desirable, state lews should not require
that all non-resident partners must hold certificates of a state in
which the firm wishes to practice as CPis,

21vi¢., p. 1705,
331!& CE4, pe 12.



TEMFORARY PRACTICHE

The interest of the accounting profession and of those whom it
sorves demands that CPAs and their regulerly employed assistants should
be accorded full freedom to enter a state to carry out public mecounting
engagzements incidental to their regulsr practice in another astate or
country. This temparary practice provision, of ecourse epplies prirarily
to regulatory legialation.

ber

State boards should not charge & fee for interstate engavements,
This practios is certain to incite retaliation, and its prevalence
would ultimate inflict injury upon all.

5

v

BONDING

Certified public accountants should not be required to furnish
bonds, The citizens of a state, through existing law end methods of
enforcemsnt, already have means of protection against, and redress for,
wrongful acts done in their state, whether by citizens of their own or
other atates,

Ge
ANNUAL REGISTRA: ION FEES

A reasonabls annusl registration fee, sufficient to cover the costs
of maintaining necessary administrative records, should be suthoriged.

74
RECOGNITION OF FOR:IGK ACCOUNTANTS

In order that CFAs of the United States mey rightfully claim the
right to practice sbroad, it i1s essontlel to permit a qualified pro-
fessional accountant of a foreign coumiry in possession of a velid
certificate, license or degres which authoriges him to practice publie
accounting in his own coumtry and which was issued under acceptable
professional standards to practice his profession in eny state, district
or territary of the United States, He should also be allowed to use
the title undar which he ie registered in his own country, provided the
country of its origin is indicated,

In explanation of the reasons for the report, the committee hes
this corment to make about the gonsral problemy’

Obstacles to interstate practice curtail the freedom of Amsricen
businessnen to selsct their own advisors, This alone is a heavy

Bﬁll_iﬂo. Po 12,
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responsibility for the profession %o assume; but the restrictions also
challenge our fundamental claim that owr services, like the services
rendered by other rrofessionel men, are personal ones, Moreover, one
restriciion breeds another and thus promotes & division within the ranks
of CPAs which can only ereate dengerous confusion in the accounting
profession iiself, These restrictions, in addition, can be of greater
concern to individual practitlioners and locsl firme than to larger
organizetions which =lready have offices established in mamy states.

The seven points of the report ar:, in general, well taken, Foint
ona has one weakness that may or mey not have boen considered by the
comnittes, The requiremenmt that the applicaent could have met the
standards of the state in which reciprocity is scught should probably be
smended to read "ar now meets the present standards regardless of the
gequence in which the standards were met." This provision would allow
certified public accountants in those statcs where experience is not a
requirement for issuance of the certificate to meet the experience
requirements of other states after passing the examination. Without
such a provision a person passing the examination before experience
requirements of a particuler state were met could never meet the require-
ments of that stete unlesa he submitted to re-examination.

Point two 1s of epscial significancs to Cklshome accountants,

There is no provision in the present Oklshoma law to ellow national firms
to practice wmder assumed names, or to allow national firms to praoctice
as "certified public accountants® where &ll partners are not Oklahoma
CPAs. Several naticnal firms are practicing in Oklahoma under this
title. As the result of a comrlaint to the board, the matter has been
subritted to the Attormey-general for a ruling. Regerdless of eventusl
ruling by the Attormey-yoneral, the lsw should be changed to meet the
requirenent of point two,

If the Oklahoma law is to be made regulatory, it should incorporate

all of the sugpgestions brought out in the remaining five points. Table III



shows ths current rractice in the verious reguleatory states in regard
to some of the reciprocity provisions discussed in the report,

Reciprocity provisions for licensed public accountents are even

more difficult to formulate., The differences in the provisions of the
lawz of the reguletory strtes with regard to the dying versus continuing
clsss provisions makes it almost impossidble to establish a uniform
provision with regard to reciprocity. For example:s If the Oklshoma
lew provides for the licensed publice accountants to be a continuing
class, what will Texas do with ropard to reciproeity? If Texss were to
grant reciprocal certificates to Cklahoma licensed accountants, then in
effeot the Texas law will no longer have esn affective dying class
provision, (n the other hand if the Oklahoma lew provides that the
licensed public sccountants are to be 2 dying class, hut extends
"reciprocity to New Mexico, then the dying class provision of the Oklshoma
law will be ineffective, Going beck to point one of the Report of the
Comnmittee on Reciprocity we find that this provision (with the suggested
amendment) solves the problem quite well,

The state which seems to have the best reciprocity provisions ia
California, This law contains the following proviaions:3 3
l. It provides for the regisirations of firms where all
resident partners and menagers are certified smecountants

of California, but non-resident partners need not be
certified accountonts in Californis 1f they are certified
in some stete. (Section 5081)

2, A& certified public accountant moving to California may
gprly for a reeiprocal certificate and may practice as a
certified public accountant pending the sction of the
board on the application. (Section 5096)

3. It ellowe temporary practice without restriction, fee, or
penalty. (Section 5062)

2 55._.__..mecom Law Reporter, pp. 1308-1316.
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California has no rrovision for the issuance of reciprocsl lieensed
public sccounting pernits, however the termporary practice provisions in
Section 5060 applies to liconsed as well as certified sccountants.

The remainder of ihe polnts mentioned in the report require no
extonded discussion. Of the regulatory states only Louislana and Alaska
have no provision for temporary practice. Only Georgle and Floride
charge a fee for temporary practice, and the Goorgia law appllies only to
those states which cherge Georgla accountants a fee for temporery
practice, Iowe lsw contains s vrovision that the out-of-state accountant
must hove an agent within the state of Jows. DBoth Alsska ami Iowan
reqiuire that all rublic sccountecnts be bonded. The Icua law alsc requires
that the registrant take an oath to suprort the state and federsl con=-
stitutions. VWith the exception of the ontk renulrerment, the sbove are
exannles of practices which the cormittee recomends should be aveided.
It is not likely that anyone deserving of a eertificate or license

would object seriously to the osth as given in the Iowa law.

Geperal Reciprocity Principles. It is imposeible for ome who is a
lgynan in constitutionsl and stetutory lew to write an idesl recirrocity

clause for an accountancy law. The lgyman een only suggest generel
principles that should be contained in such a nrovision. These genersl
principles should include: 1., The clzuse should be as liberal aos
possible in regerd to interstate practice end reeipricel certificates

and licenses in order to minimize the barriers to interstate rractice,

2+ The clause should encourasge the growth and progress of the accountancy
profession and cocperstion among the various state boards trrough the
establishment of a mutual understanding of the problems of the individual

states regarding the variations in the cualifiecstions for a license or



certificate, 3. It should be as liberal as possible in granting
discreticnery powers to the state board in order to avold injustioce dus
to inflexitle laws, 4. »Finally, the sdministratars of the law should
be impowered to refuse to laswe reciprocal certificates in the event of
arbitrary rulings by another board, The last provision 18 necessary to
rrotect the accountants in those ststes having less stringent qualifica-
tions from arbitrarily being refused a certificate in some of the nore
restrictive states., Uhile friction between accountancy boards 1s rsre,
its occurrence is not inconceiveshle, If possible, some provision should
bhe written into the low to allow the state boerd to enter into interstate
compacts with other boards in regard to the reciprocal raengnitioh of
certificates, Such agreemanté would be especially useful in cdealing

with contiguous states,



TABLE I1I

RECIFROCAL CERTIFICATE CHECK LIST FOR REGULATORY
STATES AND TERRITORIES

State or Territory Supmary of Reciprooasl Provisions

Alaska ' Applicant must quelify for Alaska examination
and must have certificate 1ssusd by enother
state,

Arizone Original certificste must be from state or

foreign country with similar requirements
which grants reciprocel certificates to
Arizona C, FP. Ae'8.

California The boamrd may waive the examination require-
ments and issus 2 certificate es certified
public asccountant to any applicant who holds
a certified public accountant certificate
issued under the laws of any state «r a
conparable certificate issued 4in a foreign
country if the standards under which appli-
cants received such certificate are as high
as those estahlished in California,

Colarado Origingl certificate must be from state with
sinilar requirements which grants reciprocal
certificates to Coloredo C. P, A.'%'as and must
heve been issued as the result of a written
exanination, Citlgenship and residence in
Colcrado are required,

Florida Original certificate must be from state ar
foreign ecountry which grants reciprocal
certificates to Flaride C. Fe Aots and must
have been 1ssued as the result of an exanina-
tion equivalent to that given by Florida,
Applicant nust have been engnged in the
practies of public accountancy ir Florida as
a fulltime employee of a certified publie
accountant for two years and must have
reaided continuously in Flarida for twe
years. The boerd must be fully satisfied as
to the moral and technical fitnoss of appli-
cant. The applieant must be a resident of
Florida.

Georgla Originael certificate must be from state or
faoreign country which grants reciprocal
certificates to Georgle C. P. A.'s and must
have been lssued s the result of an examina-
tion equivalent to that given by Gecrgla.

I1linois Original certificete mst be from state
requiring a written exanination and similar
educetional qualificetions for applicents.
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TABLE III (Continued)

RECIPROCAL CERTIFICATE CHECK LIST FOR REGULATCRY
STATES AND TEREITORIES

State or Territory Summary of Reclipreeal Provisions

Iown Original certificate must be from state or
foreign coumtry with similer requirements
which grants reciprocal certificcztes to Iowa
Coe Fo Ae's and must have been glven on basis
of written examination, Examination require-
ment 1s walved 1f applicant has had seven
yeara' practice under certificate.

Kentucky ' Original certificate must be from state with
ainilar requirements, Applicant must have
Kentuclky residence or place of business.

Louisiana Original certificates must be from siante
which grants reciprocal certificstes to
Loulsiena C, P. A.'s and which holds examing~-
tions simllar to those of Louisisna. 2Appli-
cation must be made through state issuing
originel certificate.

Maryland Original certificste must be from state or
foreign country with simllar requirements
wvhich grants reciprocal certificates to
Maryland C. P. A.'s and must have been issued
as the result of a uritten exemination.
Appliceant must intend to practice and to
‘establish an office in Maryland,

Michigen Original certificate must be issued as result
of exsmination equivalent to that given by
Michigan., Examination requirement 1s not
neoevasary 1f accountant has been practicing
for ten years under original certificate.
Applicant must have Michigan realdence or
plaoce of business,

Miseissippt Originel certificate must be from state which
grants reciprocal certificates to Mlsaissippi
Ce Po Aa'te.

New Mexico Original certificate must be from state with

sindler requirements which grants reciprocal
cartificates to New Mexlico C. F. A.'s.
Certificates are considered by individucl

merit.

Oregon Originsl certificate must be from state with
ginilar requirements,

Puerto Rico Original certificate rmust be from state with

sinmilar requirements.
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TABLE I1I (Contimmed)

RECIPROCAL CERTIFICATE CHECK LIST FOR REGULATCRY

STATES AND TERRITCEILS

o —

State or Territory

it

Summary of Reciprooal Provisions

Toxas

Washington

Wisconsin

Original certificate must be from a state or
foreign country with similar requirenents
which grants reciprocal certificeates to Texas
Ce Fe Ae's8. Applicent must meet the seame
requirements as to age, good moral character,
citigenstrip, education and experience, as
aprlicant for written exemination in Texas.
Original certificete must be from state with
sinilar requirements which grants recirrocal
certificates to Washlngton C. P. A.'8.
Original certificate must be from state or
foreign country with similar requirements
which gronts reciprocal certificates to
Wisconain C, P, A.'s and must have been
issued as the result of an exanination,

o e
— i

Source: Accountepcy Law Reporter, pages 125-131.



- CHAPTER VII
OTHER PROVISIONS NOT LIRECTLY AYFECTED BY THL CHARGR
TO REGULATCRY LaW

There are many other important provisions of an accountancy law that
ghould be conslidered when a new sccountancy law 18 being written. Most
accountancy luws provide for the use of titles and aburevistions con-
gistont with the provisicons of.the lew, The laws restrict the use of
cortain titles and completely prohibit the use of others in order to
prevent confusion. Sectlons 7 and 13 of the present Oklahoms law would
need to be echanged to provide for the title of "Public Accountant,”
This provision can be included in the section on the definition of
rublic acecounting or can be set forth in a aafmrate section.

The provisions of Section 9 of tle present law, properly modified
to include a provision for the conditions whereby licenses as well as
certificates may be rovoked by tle board, cen be included in the new low.

Seetion 10 which covers the fees payable by applicants and anmial
registration fees would alsc need to be changed to include license and
license registration fees. Some consideration should be given to
raising the anmual registretion fees, or to what is perhaps a better
rractice, graenting the board authority to set the fees within certein
limits. With the addition of several hundred more individusls to the
register through tle registration of licensed public accountants the
volume of work of the board will be increased considerably. It mgy be
that the boerd will find it necessary to employ a full time clerk to

prevent the board secretary from being unduly lnrdered by his office,
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If the enployment of & clerk is mecessary the board will have to have
more revenue in order to operate efficiently in spite of the fact that
its revenus will be incressed by the reglstration of licensed asccountants.

The per deim allowance in Section 11 should be roised, The most
common allowance of the states 18 to allow ten dollars per dgy and
expenses although twenty-five dollars is a more reslistic fipure,
Section 12, which provides for the honoring of previous certificates can
be retained intaet, end the penalties provided in ssction 14 for
fulsification of reports or statements is adequsate,

Some connideration should be given to the addition of & section
commonly ealled a severshility clauss in the event part of the law is
declared unconstitutional, Such a clause is found in many lews other
then accouniancy laws. Tahle IV shows some of the cwrrent practices of
the staotes in this regard as well as some of the cother miscellansous
provisions,

Many of the reguletory state laws provide that the working papers,
in the absence of en agreement to the contrary are the property of the
accountant, There 1s little meed for this provision if the accoumtant
will protect himself in this matter et the time of entering into the
contract for the aulit. A more serious question 1s the clause found
in many state laws making tho camunications to CPA's end PA's privileged
by statute, Any state lew which contained such a provision might plece
the accountant in the position of having to defy the orders of a federal
court or run the risk of a sult for damages hy the client, A camplete
discussion of this point 1s not witlin the purview of this paper. (A
complete discussion of this question is found in ths C. P. A. Handbock

and in the August, 1953, issue of the Journal of Accountancy.)



CHAPTER VIII

OPINIORS, AND COMMENTS ON THE EFFECTIVENESS AND DESTRABILITY

OF REGULATORY LAMWS

Comments of the Secretarjes of tho Boards of fccountangy. Replies
to questiomnalres sent to the various board secretaries contained nany

interesting comsents, In as much as the secretary of a bomrd is in the

best position to judge the effectiveness of the law with which which he

deala, the coments are included here, The question asked was: "What

general comment do you have regarding the effectiveness of yowr law and

how successful has 1t been in operation?™ The answers were:

California:
Gearglas
I1lincis:

Kentucky:
Loulsianns

Marylend:

Hew Mexico:

North
Carolina:

Oregon:

No Coxment,
No Comment,

Seems to work well snd be satisfactory to all except
a snall group of PAs who feiled to qualify for CPA.

See Coment of Mr, Yeager in Chapter 1II.

The profession considers thet our law has been well
framed ond competently sdministered, & * & Une
licensed persons who assume to practice as Publie
Accountants are forever displeased and have made
various unsuccessful attempts to influence legle~
lation # ® ¥

It 18 thought that the law hes been effective and
suceessful. Many of the active public accountants
subsequently have passsd the CPA exanination. The
number of registered public accountants now precticing
is apparent negligible,

Rogistered accountants have been very cooperative and
we have worked very effectively together,

Regulatory law repecled in 1951,

Ko Comment



Texas: See Mr, Mothe:_'atead 's comment in Chapter II.

Ko reply was received from the Boards of the remainder of the regul&t}m'y
states.

In none of the states replying was the number of revocations of
either licenses or certificates significant. ¥Nor did there seem to be
a significant difference between the nusher of revocations of certificates
and the numbser of revocations of licenses, Most of the states reported
fewer than four permits and certificates have heen revoked since the
passage of the first regulatory law,. Causes of revocations were listed
as fraund, dishonesty, gross negligenoce, comvioction of a felony, ard
draft evasion. California had the greatest mumber of revocations with
forty-five licenses and four certificates revoked since 1945. Table V
shows the effect of regulatory legislation on the mumber of licenses
and certificates in farce in several regulatory states zt the time of
the passage of the regulatory law and at the present time,

In those states where the licensed public accountants are a dying
class 1t appears that the number of certified public accountants is
inecreasing rapidly encugh to prevent sny serious shortage of public
accountants, It must be remembered that on the orliginal registrastion of
the licensed public accountants there were probably many who registered
for 1licenses who should not have registersd, end that these people
probably dic¢ not continue thelr reglstration more than a few years.

Views of the Accountins Socletiss and Associstions2 The Anericen
Institute of Accountants and the liational Asmocistion of Fublie Account-

ants have held joint committee meetings to discuss accountancy legislation

361"!19 sowrces of opinions given in the remaining peragraphs of thls
chapter are the memorande listed in the Bibliography. No specific
identification 18 given as much of the materisl has not yet been
relessed for publication.
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a8 have the comparable Oklehoma state orgenisations, Without identifying
the source of individusl opirdons exrressed, a review of the mirutes of
these meetings a brief swmary of the respective views is appropriate.

The certified accountants desire aliove all else to protect the
integrity of the certificate. They want the law to ellow for progressively
higher standards in the accounting profession. Many are opposed to
regulatory legislation because they feel that such legislation will only
give rise to a third class of public accountants ond so divide the
profession further, They dc not feal thet threre is & great neced for
regulatory legislation because the natuxrel advantsges they already hold
in the profession sre great enough to insure their continued pre-emptive
position. At the seme time they are willing to support regulatory
legislation if they are assured that it will not degrade the certificete
end will serve to unify the profession,.

Non-certified public accountents seek repgulatory legislstion because
they want legal ststus in the profession, Legel status hes tangible
benefits‘ which the nonecertified public account recognizes. Among these
are: reciprocal licenses between states, possible recognition by the
internal revenue service end other govermmental agencies, and the
Improvement of the stamdards of their branch of the profesaion,

The views of the two groups of sccountants are not irreconcilsble,
The technical difficulties of working out a lew satisfactory to both
groups &re many, but there ias evidence of much greater understanding and
cooperation between the certified and non-certified prectitioners than
one might gererslly believe to be the case, This cooperation end wnder—

standing can only be for the good of the profession,.



TABLE IV

SELECTED MISCELLANFOUS FROVISIONS OF THE ACCOUNTANCY LAWS OF THE REGULATORY STATES AND TERRITORIES

Accountants
State or Seversbillity Ownership Privileged Annual Compensation
Territory Clause of Working Cormunication Reglstration of Board
Papers Fee %mdividual) Members(per dey)

Arizona Yos No Yes $ 5§25 (How $5) £10 and a1l exp.
Californie Yeeo Yes No 5 25

Colorado Yes No No 750 10 and travel exp.
Florida Ko Yes Yes O=£25 10 and travel exp,
Georgle No No Yeos 5 7 end travel exp,
Illinois Ko No Yes 5 Ressonable and exp.
Iowa Fo Ne Yes 10 Expenses only
Kentucky No Yeos Yes 15 10 and exp,.
Louisiena Ko Yo Yos 15 15 inol., expe
Maryland No Ko Yes No Frovision No Provision
Miehigan Ro No Yes 5 10 and necessary ©Xps
Misslssippl No No No 5 10 and no exp.
Missowri Yo YeB o 10 25 gnd exp.
New Mexico Yes No Yes 5 25 and eXpe
Oregon No A Yes No 10 Expenses only
Texas Yeos Ho Ko 5 Expenses only
Virginie No Yes No 5 10 and exp,
Washington No Yes No 10 25 and exp,
Wisconsin Yes No No 5 No Provision
Alaska Yes ¥o No 50 CPA §25 FA Expenses
Puerto Rioo Yes Yes Yen 10 10 and exp.
s . .
Sources Various accountancy laws as published in the Accountency Law Reporter.

Notet 1In regard to the privileged communication provision many of the state lows except criminel and
bankruptcy cases from the provision.

Sy



TABLE V

NUMBER OF CERTIFID PUBLIC ACCOURTANTS AND LICENSED PUBLIC ACCOUNTANTS
AT DATE OF ENACTMENT OF REGULATOHRY ACCOUNTANCY LAW AND AT PRESENT

Year of enact- Nunber of Number of
State mont of the Certified Fublie Licensed Public
Regulatory Law Accountants Accountants
Iren, Bow.  _Then __Now
Celifornia 1945 1,850 44700 23,000 19,000
Georgia* 1943 420 650 175 27
Kentucky 1946 272 476 512 26,
Louisiana 1924 ? 97 139 53
Marylend 1925 91 1,37 247 T
New Msxico* 1947 48 95 177 188
Oregon 1950 600 €24, 70 09
Texas 1947 1,100 2,900 49200 3,100
Virginia 1928 100 500 139 53

Sourca: Secretaries of the verious state boards,

Insdequate or no

replies were reeseived from the remainder of the regulatory

states,

* Licensed public accountants sre a continuing class in these states.



CHAPTER IX

SUMMARY AND CONCLUSIONS

The most important sections of & regulatory law, other than those
also found in a non-regulatory law are those which pertain to the
complete regulation of the accountancy profession through the licensing
of 811 accountants not certified, the degree of representation thet
non—certified accountants are granted on the state board of accountancy,
and the question of whether the non-certified accountants are to be a
dying or continuing class. The reciprocity section of & repulatory law
assumes greator importance than the comparable section of a non-regulatory
law, It is on the seftlement of questions arising in these sections
which a successful attempt at writing a reguletory law depends.

In Orlahoma, the principsl advantage of re;ulatory legislation
which will accrue to the certified public accountants will not be an
immediste one. The primary benefit that will be realized immediately
by thre certified accountants is that all public accountents will operate
under the same code of ethics, Secondary benefits might acerue by some
changes in other provisions of the law, such as the provision for the
registration of partnerships, which should be mede whetler or not the
lew 1s macde repulatory. Certified accountants, in accepting a regulatory
law, must do so in the hope of eventual rather than immediate benefits,
They may well take the provision that if unity of the profession (through
the incorporation of a provision for the discontinuance of the issuances
of licenses at some future date) 1s not the goal of a regulatory law
then a non-regulatory law is preferable,

47



The non-certified public accountants of Oklahoma will gain the
advantage of legal recognition if a repulatory law is passed., They will
have the opportunity to obtain reciprical certificates, improve their
standards, enforce codes of ethics, and will be in a better position to
obtain authority to practice before govermmental agencies., They cannot
be blamed, however, for expecting representation on the board of
accountancy which governs their activities,

The general public will benefit by a regulatory law which will
improve the standards of the profession. There are those wro will decry
the change to a regulatory law by saying that it is another trend toward
monopoly. With improved educztionsl opportunities now availsble to the
young people of Oklahoma there is little to fear in this respect. The
majority of Oklahoms citizens would not be directly affected by a
reyulatory law since it is not contemplated that tax and bookkeeping
services will be regulated. These are the accounting services most used
by individuals and¢ small businessmen,

The individual who considers entering the public accounting proe |
fession in Oklahoma would find that a regulatory law would deo him no _
harm, In fact, if the law requires certain stendords before an individual
can enter the profession, the requirement mesy serve as an inducement to
attain those standards. In such case, a reguletory law would increase
the chances of success through the encouragement of better preparation.
A unified profession would be more attractive and mare stsble than one
which is not unified,

wWhether or not a regulatory law is adopted, there will be those who
' will not be satisfied., This is as it should be. Laws can never be

conpletely perfect nor can they provide for every contingency. Publie
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accountants should familarize themselves with the accountancy laws and
with prospective ehanges. Changes should be judged not merely from en

individual standpoint, but from their effect on the profession as a

profession. If accountants do not consider their occupation from a
professional standpoint they should not expect others to look upon
their occupation as a profession. Finally, the accountant should view
the entire gquestion of reguletory law in the light of this comment :37
It is trus that our profession is not in accord on the question
of regulatory acoountancy lew., Eventually one idea or the other will

prevail. We will not go on indefinitely, part regulatory and part
permissive,

371.. C. J. Yeager, "Should Profesaional Ethics Become a Matter of
Statutory Law of the States," Excerpts of Annual Meeting, Association
of Certified Public Accountant Examiners (Chieago, 19535 pe 13,




APPENDIX A
TBE ACCOUNTANCY LAW
Oklahoma Statutes 1971
and
Amcendments Thereto--Sencte Bill No. 15
May, 1951

Section 1, There 1s hershy created a Board to bs known as "The
State Board of Accountanoy," to be composed of five menbers to be
appointed, and whose tenure of office shall be as hereinafter provided.
Each wember of ssld Board shall e a qualified elector of the State of
Oklshoma, a Certified Fublic Accountant under the laws of sald State,
and shall have been engaged in the practice of public accounting for a
continuous period of not less than three yesrs immediately preceding
his appointment,

Section 2, Within thirty days after this act becomes a law, and
thereafter, on or sfter the second Mondgy in January of eech fourth
year, commencing with the year 1935, the Governcr shall appoint five
persons who possess the qualifications specified in the foregoing
Section as members of "The State Boaord of Accountency," designating ocne
appointes thereto as the Chairman and one as the Secretery. 4ll vacancies
which may be caused by death, resignation, removel from the State, or
otherwise, shall be filled by appointment hy the Governor. Any member
of seid Board shell serve untlil his successor shall heve been appolnted
or qualified; provided, however, that removal from the State, or the
revocation of the certificate of a member of said Board, shall
immediately terminate his membership thereon,

Section 3. The Secretary of the Board shall keep & complete and
correct record of all its proceedings, The Board may prescribe rules,
regulsations, and by-laws not inconsistent with the provisions of this
Act, or with the other laws of this State, for ita own proceedings and
govornwent. The Board shall present annuslly to the Governor a detailed
gtatorent of its receipts and disbursements during the preceding year,
together with a statement of 1ts actions and proceedings and such
recommendations as it ngy deem proper.

Section 4. Subjeet to the requirements hereof, the Board shall have.
authority to lssue certificctes, as hereinsfter provided to qualified
applicants, and for thias purpose the members of the Board are herehy
empowered and authorized:

1. To conduct examinations and investigations,



2, To determine the qualificstions of applicants,

3. To meke and establish such rules of ethics and such
regulations ss msy be necessary to maintain a high
standard of professional integrity, education, and
proficiency among the holders of certificates issued
&8s herein provided, and properly to carry cut the
provisions and purposes of this Aet,

4o To adninister oeths to spplicants or other peraons
who may appear before the Boerd in respsct to any
exanination or investligation,

Section 5. (&) An examination of applicants therefor shall be
held at the State Capitol in November of each yeear. Additionsl examina-
tions mgy be held at such time and other placs as the Board may deem
advisable, Notice of sach contemplated oxamination shall be given not
less than forty-five dgys priar to the date set therefar, by publication
for three consecutive times in each of three daily newspapers published
in the three most populous cities in the State, Such notice sheall
specify the time, the place, and the purpcose of the meating. BEach
applicent shall file with the Secretary of the Boerd a written applica~
tion to take the examination, and at least thirty dsys shall elepee
after the receipt of such application by the Bomxd before the applicant
therefor ahsll be permitted to ait in an examination.

(b) The Board of Affairs of the State of Oiklahoma shall furnish
pecessary quarters in the State Capitol for the use of "The State Boerd
of Accountancy™ in holding the examination there, but shall furnish the
sald Board no quarters in the Capitol bullding for any other purposes at
any other time,

Section 6, All examinations shall be written, and shall cover
subjects with minimws time allowed as followsm:

(ag Theary of Accounts—three hours,
Practical Accounting--gix hours.

{e) Auditing—thres hours.

(d) Commercisl Law-—three hours.

(e) Governmental Accounting—six hours.

The examination shall include Municipal Accounting in its several
phases, particularly as teo Theory, Auditing, Practiecsl Froblems, Revenus
and Taxation, and Powers and Duties of Public Offieials, A majority of
the membership of the Beard shall pess on all examinations. Each applicant
shall be required to meke an zversge grade of at least seventy-five per-
centum in each subject. Provided, that holders of certified Commerclal
Accountant Certificates, heretofore iasued, shall upon epplication be
examined in municipal and givermmental subjects only; and holders of
certified Municipal Accountant Certificates, heretofore issued, shall
upon application be exemined in commercial subjects only.

Section 7. (a) Any person shall be eligible to take the examination,
as in this act provided, who is a citizen of the United 3tates, a resident
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of the State of Oklshoma, or who maintains an office in the State for

the practice of public accounting, and who is over the age of twenty-one
years, of good maral character, and who has had at least three yeoars of
prectical accounting experience, at leest one year of which shall have
been in the State of Oklahoma. Provided, however, thet as to aepplicants
who have mejored in sccounting and are gradustes of the Schoel of
Business of the University of Oklahoma or of other schools of equal
standing and requirements, the time devoted to the completion of such
studles in secounting, theory and practice shall bde deemed the equivalent
of three years of the practical sccounting experience herein required,

(b) "The Stete Board of Accountancy™ shall issus to persons
pospessing the above qualifications, who have passed the exemination in
the menner herein provided far, a certificate of proficiency in the
sclence of accounting and awditing, which seid certificate shall entitle
the holder thereof to practice the profession of accounting and anditing
as & "Certified Public Accountant.”

(¢) Every person holding a certificate as a "Cortified Public
Accountant ,* whether 1ssuecd under this sct or under prior acts, and
every copartnership of accountants, every member of which is the holder
of such a certificate, may assume and use the title "Certified Public
Accountant,” or the sbureviation, "C., P. A." to indicete that such persan,
or every member of such a firm, is certified as a professional sccountant.
NHo other person or firm and no corporation shell sssume or use the title
"Certified Public Accountant,” or the aebbrevistion, "C. P. 4.," or any
other words end/or letters to indicate to the public that such person,
fim or corporation, is e Certified Public Accountant,

(@) Rothing herein shall be construed to prevent any person from
being employed as an accountant in this State in either pullic or
rrivate practices The purpose of this act is to provide for the examina-
tion for, and the issuance of, a certificate grenting the privilege of
the use of the title "Certified Public Accountant,” end the use of the
initials, "C, P. A.," and indicative of the holder's fitness to serve the
public as & competent and properly quaslified accountent in publice
practice, and to prevent those who may have no such cartificate from
using such title or initials,

Section 8, The Board may, in itz discretion, upon epplication in
writing, waive the examination of and izsue a certificate to any persen
of good morel charascter, who is otherulse qualified as required by this
Act and the rules of the Board, and who holds a certificate to practice
as a certified public accountent under the suthority of another State,
Territory, or the Listrict of Columbias 4ll applicants hereunder shall
submit under oath such evidence as to qualifications as may be required
by and be satisfactory to the Boerd, If for any reason the certificate
of original issue be revoked or cancelled, the Board of Accountemcy of
the State shall forthwith revoke and cancel the certificate isswed to
such person in asccordance with this section,

Section 9. The Board shsall have the power to revoke any certificate
i1f the holder thereof:
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(a; Shell have been convicted of e falony.

Shell have bean found guilty of comduct involving

morel turpitude.

(c) Shall knowingly certify to a false or fraudulent
astatement in reletion to any suiit or exemination.

(@) Sheall bte found guilty of fraud or misrepresentation
in application for certificste or in the exeaminstion
therefor.

(¢} GShall violate any of the provisions of this act.

No certificate shall be revoked except after a hearing thereon, a%
which at least four members of the Board shell be present, Written notice
of such proposed hearings shsll be mailed to the holder of such certi-
ficate at his last known eddress at least twenty (20) days before the
date thereof stating the grounds or cause for sueh proposed action or
revocation and appointing a time and place for such hearing. At such
hearing, the Board shall have power to compel the attendance of
witnesees, to administer ocaths, and examine witness under oath. The
Board shasll keep a complete record of all proceedings with respect to
the revocation of certificates,

Section 10. Eech applicent for examination and certificate zhall
pay to the Board & fee of §25,00 at the time of filing his application.
In no case shall such fee be returned., If an applicant feils to pess
the examination he shall be entitled to taske another examination within
eighteen months after such failure without adcitional fee,

All Certified Public Accountants registered under the provisions of
this Acet shall psy to the Board an annuel reglstiration fee of five

Ninety per cent of all fees collected shall be depositel in the
State Treasury to the credit of the Accountancy Fund which is hereby
ecreated, the remaining ten per cent of said fses shall be daposited to
the credit of the General Revenue Fund of the State,

The expense of conducting examination end complying with the pro-
visions of this Act, including the expense of preparing and issuing
certificates, statiomsry, prrinting, including the printing of an smmal
directary, traveling expense, and per diem of members of the Board,
while in performance of duty under this Act, shall be a proper chsrge
sgeinst and pald from seid Accountancy fund; provided, that, in no
event, shall sny cleim or obligation accrue against the State in excess
of the amount of fees collected and paid in the Treasswry under the pro-
visions of this Act.

411 funds which were coredited to the Accountancy Fund prier to the
passage of this fct, shall be eredited to the Accountancy Fund herein
ereated, and all obligations which prior to the passege of this Act were
obligations of the Board shell be a proper charge sgainst, and paid from,
sald Accountancy Fund.

- Seetion 11, The members of the Board herein provided for shell be
paid for the time sctually employed in the performance of duties imposed
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by the provisions hereof, sn smount not exceeding Five ($5.00) Dollars
per diem for services rendered, and actual and necessary traveling
expenses as evidenced by bona fide receipis taken therefor.

Section 12. Certificates heretofore issued by the State Board of
Adccountancy created by the provisions of Chapter 87, Article 10, Compiled
Oklaohoma Stastutes, 1921, shall have the same validity as if issued under
and in pursusnce of the provisions hereof, and holder thereof may
continue to practice thereunder ss in such act provided.

Section 13, Any person, firm, or corporation who represents himself
or itself as having received a certificate as a "Certified Public
Accountant,” or uses the title, "Certified Public Accountant,” or its
sbbreviation, ®"C. P 4.," or otherwise holds himself or itself out to
the public as being so qualified without having received such certificate
from thia State or who continues to use such title or designation after
such certificate has been recalled, revoked, or cancelled, or refuses
to surrender such certificate after revocation thereof, or who falsely
represents himsslf or itself as being certified am an sccountant, or
who incarrectly designates the charaster of the certificate which he
holds, or who otherwise violates any of the provisions hereof, shall be
deemed guilty of a misdemeanor, snd on conviction, shall be punlished by
a fine of not more than Five Hundred ($500,00) Dollars,

Section 14. Any person holding e ceriificate under this or prior
acts who shall knowingly faelalfy any report or statement bearing on any
examination, investigation, or audit made by hin or under his direction
shall be puilty of a felony, and upon comvietion therof by any court of
competent juriadiotion, shall be punished hy imprisomment in the
penitentiary for a period not exoseding one (1) year, or by a fine of
not nore than One Thousand ($1,000,00) Dollars or hy both such fine
and imprisomment.

Source: Accouniency Law Reporter, rp. 4403-4408.
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AFPENLIX B

OPTIONAL CITATIONS TO ACCGUNTANCY LAWS AND COURT CASES
REFERRED TO IN TEE FOOTKOTES

Footnote
number Optional Citation
3 New York-—Berkowits v, Wilson,
New York Supreme Court, Part I, Kings County,
Hovember 28, 1952. New York Law Journpal,
Vol. 128, Ho. 103, November 28, 1952, page 1712,
4 New York--Berkowits v, Wilson. Ibic,
7 Mississippl Code, 1942, Chapter 12, Section 890G,
8 Louisisna Revised Statutes of 1950, Title 37, Chapter 2.
9 Revised Code of Washington, Title 18, Chapter 18.04.
1¢ Revised Code of Washington, Ibid,
11 California Laws of 1945, as omended, Business and
Professions Code, Division 3, Chapter 1353,
12 Texes Lawvs of 1945, as smended, Chapter 315,
14 Ibid.
16 Georgla Code of 1933, Title 84, Chepters 8{-2 and 84-99,
1?7 Ibid,
18 New Mexico Laws of 1947, Chapter 115,
19 Revised Statutes of Mlssouri, 1949, Chapter 326, os
’ amended,
20 Ibid.
21 California Lews of 1945, es samwended, Business and
Professions Code, Division 2, Chapter 12353,
22 » Inid,
23 ® Revised Statutes of Misaouri, 194G, Chapter 32¢, as
amanded,
29 Oklahoma—~State ex rel, Short, Atty. Gen, et al. v,

Riedell et al.



Footnote
nunmber Optional Citation

32 * Code of the District of Columble, 1940, Title 2,
Chapter 9, es amended,

35 Celifornia Laws of 1945, as amended, Business and
Frofessione Code, Division 2, Chapter 1353,

% Roferences are to the annotations of these lews,
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