© 0o N Ol WDN w N

e el =
W N P O

SECOND REGULAR SESSION

HOUSE BILL NO. 1700

94TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE WASSON.
Read 1st time January 16, 2008 and copies ordered printed.

D. ADAM CRUMBLISS, Chief Clerk
4262L..011

AN ACT

To repeal sections 326.256, 326.283, 326.289, and 326.292, RSMo, and to enact in lieu thereof
four new sections relating to certified public accountants, with penalty provisions.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 326.256, 326.283, 326.289, and 326.292, RSMo, are repealed and
four new sections enacted in lieu thereof, to be known as sections 326.256, 326.283, 326.289,
and 326.292, to read as follows:

326.256. 1. Asused in this chapter, the following terms mean:

(1) "AICPA", the American Ingtitute of Certified Public Accountants,

(2) "Attest" or " attest services', providing the following financial statement services:

(8 Any audit or other engagement to be performed in accordance with the Statements
on Auditing Standards (SAS);

(b) Any examination of prospectivefinancial informationto be performed in accordance
with the Statements on Standards for Attestation Engagements (SSAE); or

(c) Any engagement tobeperformed in accordancewith theauditingstandardsand
rules of the Public Company Accounting Oversight Board (PCAOB);

(3) "Board", the Missouri state board of accountancy established pursuant to section
326.259 or its predecessor pursuant to prior law;

(4) "Certificate", a certificate issued pursuant to section 326.060 prior to August 28,
2001,

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(5) "Certified public accountant" or "CPA", the holder of a certificate or license as
defined in this section;

(6) "Certified public accountant firm", "CPA firm" or "firm", a sole proprietorship, a
corporation, a partnership or any other form of organization issued a permit pursuant to section
326.289;

(7) "Client", a person or entity that agrees with a licensee or licensee's employer to
receive any professional service;

(8) "Compilation”, providing a service to be performed in accordance with Statements
on Standards for Accounting and Review Services (SSARYS) that is presented in the form of
financia statements information that is the representation of management (owners) without
undertaking to express any assurance on the statements,

(90 "Home office", the location specified by the client as the address to which a
service described in subdivision (4) of subsection 1 of section 326.283 isdirected,

(10) "License", alicense issued pursuant to section 326.280, or [a provisional license
issued] privilegeto practicegranted pursuant to section 326.283; or, in each case, anindividual
license or permit issued pursuant to corresponding provisions of prior law;

[(10)] (11) "Licensee", the holder of alicense as defined in this section;

[(11)] (12) "Manager”, amanager of alimited liability company;

[(12)] (13) "Member", amember of alimited liability company;

[(13)] (14) "NASBA", the National Association of State Boards of Accountancy;

[(14)] (15) "Peer review", a study, appraisal or review of one or more aspects of the
professional work of alicensee or certified public accountant firm that performs attest, review
or compilation services, by licensees who are not affiliated either personally or through their
certified public accountant firm being reviewed pursuant to the Standards for Performing and
Reporting on Peer Reviews promulgated by the AICPA or such other standard adopted by
regulation of the board which meets or exceeds the AICPA standards,

[(15)] (16) "Permit", a permit to practice as a certified public accountant firm issued
pursuant to section 326.289 or corresponding provisions of prior law or pursuant to
corresponding provisions of the laws of other states;

[(16)] (17) "Professiona”, arising out of or related to the specialized knowledgeor skills
associated with certified public accountants;

[(17)] (18) "Public accounting":

(a) Performing or offering to perform for an enterprise, client or potential client one or
more services involving the use of accounting or auditing skills, or one or more management
advisory or consulting services, or the preparation of tax returns or the furnishing of advice on
tax mattersby aperson, firm, limited liability company or professional corporation usingthetitle
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"C.P.A." or "P.A." in signs, advertising, directory listing, business cards, letterheads or other
public representations;

(b) Signing or affixing a name, with any wording indicating the person or entity has
expert knowledgein accounting or auditing to any opinion or certificate attesting to thereliability
of any representation or estimate in regard to any person or organization embracing financial
information or facts respecting compliance with conditions established by law or contract,
including but not limited to statutes, ordinances, rules, grants, loans and appropriations; or

(c) Offeringto the public or to prospective clientsto perform, or actually performing on
behalf of clients, professional servicesthat involveor requirean audit or examination of financial
records leading to the expression of awritten attestation or opinion concerning these records;

[(18)] (19) "Report", when used with reference to financia statements, means an
opinion, report or other form of language that states or implies assurance asto the reliability of
any financial statements, and that also includes or is accompanied by any statement or
implication that the person or firmissuing it has special knowledge or competencein accounting
or auditing. Such astatement or implication of special knowledge or competence may arisefrom
use by the issuer of the report of names or titles indicating that the person or firm is an
accountant or auditor, or from the language of the report itself. The term report includes any
form of language which disclaims an opinion when such form of language is conventionally
understood to imply any positive assurance as to the reliability of the financial statements
referredto or special competence on the part of the person or firmissuing such language, or both,
and includes any other form of language that is conventionally understood to imply such
assurance or such special knowledge or competence, or both;

[(19)] (20) "Review", providing aserviceto beperformedinaccordancewith Statements
on Standards for Accounting and Review Services (SSARS) that is performing inquiry and
analytical proceduresthat provide the accountant with areasonable basisfor expressing limited
assurancethat there areno material modificationsthat should be madeto the statementsfor them
to bein conformity with generally accepted accounting principlesor, if applicable, with another
comprehensive basis of accounting;

[(20)] (21) "State", any state of the United States, the District of Columbia, Puerto Rico,
the U.S. Virgin Islands and Guam; except that "this state" means the state of Missouri;

[(21)] (22) "Substantial equivalency” or " substantially equivalent” , a determination
by the board of accountancy or its designee that the education, examination and experience
requirements contained in the statutes and administrative rules of another jurisdiction are
comparable to or exceed the education, examination and experience requirements contained in
this chapter or that an individual certified public accountant's education, examination and
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experiencequalificationsare comparabl eto or exceed the educati on, examination and experience
requirements contained in this chapter;

[(22)] (23) "Transmittal", any transmission of information in any form, including but not
limited to any and all documents, records, minutes, computer files, disks or information.

2. The statements on standards specified in this section shall be adopted by reference by
the board pursuant to rulemaking and shall be those developed for general application by the
AICPA or other recognized national accountancy organization as prescribed by board rule.

326.283. 1. (1) Anindividual whoseprincipal placeof business, domicile, or residency
isnotinthisstateand [has] who holdsavalid [designation] and unrestricted licenseto practice
public accounting from any state which the board of accountancy or its designee has
determined by ruleto bein substantial equivalence with the licensure requirements of [sections
326.250t0 326.331] thischapter, or if theindividual'squalificationsare substantially equival ent
to the licensure requirements of [sections 326.250 to 326.331] this chapter, shall be presumed
to have qualifications substantially equivalent to this state's requirements and shall have all the
privileges of licensees of this state], provided the individual shall notify the board of hisor her
intent to engage in the practice of accounting with a client within this state whether in person,
by electronic or technological means, or any other manner. The board by rule may require
individualsto obtain alicense] without the need to obtain alicense or to otherwise notify or
register with theboard or pay any fee; provided however, the board may by rulerequire
individualswith a valid but restricted license to obtain a license.

(2) Anindividual who qualifiesfor theprivilegeto practiceunder thissection may
offer or render professional servicesin this state, whether in person, by mail, telephone,
or electronic means, and no notice or other submission shall be required of any such
individual. Such individual shall be subject to the requirements of subdivision (3) of this
subsection.

[(2) Any] (3) Anindividual licensee of another state exercising the privilege afforded
[pursuant to] under this section [consents] and the firm which employssuch licensee her eby
simultaneously consents as a condition of the grant of this privilege [to]:

(8 To the personal and subject matter jurisdiction and disciplinary authority of the
board;

(b) To comply with this chapter and the board's rules; [and]

(c) That in the event thelicense from any stateisno longer valid or unrestricted,
the individual will cease offering or rendering professional services in this state
individually and on behalf of afirm; and
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(d) Totheappointment of the state board [which] that issued theindividua'slicenseas
his or her agent upon whom process may be served in any action or proceeding by this board
against the individual .

(4) Anindividual who hasbeen granted the privilegeto practiceunder thissection
who performsany of thefollowing financial statement servicesfor an entity with a home
officein thisstateshall only do sothrough afirmwhich hasobtained aper mit issued under
section 326.289:

(&) Any audit or other engagement to be performed in accordancewith Statements
on Auditing Standards (SAS);

(b) Any examination of prospective financial information to be performed in
accor dance with Statementson Standardsfor Attestation Engagements (SSAE); or

(c) Any engagement tobeperfor med in accordancewith theauditing standar dsand
rules of the Public Company Accounting Oversight Board (PCAOB).

[(3)] (5) Nothingin this[section] chapter shall prohibit temporary practicein this state
for professional business incidental to a CPA's regular practice outside this state. "Temporary
practice” means that practice [which is a continuation or extension] related to the direct
purpose of an engagement for a client located outside this state, which engagement began
outside this state and extends into this state through common ownership, existence of a
subsidiary, assets or other operations located within this state.

2. A licensee of this state offering or rendering services or using his or her certified
public accountant title in another state shall be subject to disciplinary action in this state for an
act committed in another state for which the licensee would be subject to discipline for an act
committed inthe other state. Notwithstanding the provisions of section 326.274 to the contrary,
the board may investigate any complaint made by the board of accountancy of another state.

326.289. 1. The board may grant or renew permits to practice as a certified public
accounting firm to [entities] applicants that [make application and] demonstrate their
gualificationsin accordance with this [section or to certified public accounting firms originally
licensed in another state that establish an officein thisstate. A firm shall hold a permit issued
pursuant to this section to provide attest, review or compilation services or to use the title
certified public accountant or certified public accounting firm] chapter.

2. A permit issued under thischapter isrequired of the following:

(2) Anyfirmwith an officein thisstate, asdefined by theboard by rule, performing
attest services, asdefined in section 326.256;

(2) Any firm with an officein thisstatethat usesthetitle” CPA" or " CPA firm";
or
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(3) Any firm that doesnot have an officein this state but performsattest services,
asdefined in section 326.256, for a client having its home office in the state.

3. A firm without an office in this state may perform compilation and review
services, asdefined in section 326.256, for a client having its home officein this state and
may usethetitle” CPA" or " CPA firm" without a permit issued under this section only
if thefirm:

(1) Hasthe qualifications described in subsections 7 and 12 of this section; and

(2) Performs such services through an individual with the privilege to practice
under subsection 1 of section 326.283.

4. A firm not subject totherequirementsof subsections 2 and 3 of thissection may
performother professional serviceswhileusingthetitle” CPA" or " CPA firm" inthisstate
without a permit issued under thissection only if the firm:

(1) Hasthe qualifications described in subsection 7 of this section;

(2) Performs such services through an individual with the privilege to practice
under section 326.283; and

(3) It can lawfully dosoin thestatewheresaid individual with privilegeto practice
has hisor her principal place of business.

[2.] 5. Permits shall beinitially issued and renewed for periods of not more than three
years or for a specific period as prescribed by board rule following issuance or renewal.

[3.] 6. Theboard shall determineby ruletheform for application and renewal of permits
and shall annually determine the fees for permits and their renewals.

[4.] 7. Anapplicant for initial issuanceor renewal of apermit to practice pursuant to this
section shall be required to show that:

(1) [Notwithstanding any other provision of law to the contrary,] A ssmple majority of
the ownership of thefirm, intermsof financial interestsand voting rightsof all partners, officers,
principals, shareholders, members or managers, belongs to licensees who are licensed in some
state, and the partners, officers, principal's, sharehol ders, members or managers, whose principal
place of businessisin this state and who perform professional servicesin this state are licensees
pursuant to section 326.280 or the corresponding provision of prior law. Although firms may
include nonlicensee owners, the firm and its ownership shall comply with rules promulgated by
the board;

(2) Any certified public accounting firm may include owners who are not licensees,
provided that:

(& The firm designates a licensee of this state; or in the case of a firm required to
haveaper mit under thissection, such firm designatesalicenseeof another statewhomeets
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therequirementsof section 326.283; who isresponsiblefor the proper registration of thefirm
and identifies that individual to the board;

(b) All nonlicensee owners are active individual participants in the certified public
accounting firm or affiliated entities;

(c) All ownersare of good moral character;

(d) Thefirm complies with other requirements as the board may impose by rule;

(3) Any licensee, initially licensed on or after August 28, 2001, who is responsible for
supervising attest services, or signs or authorizes someone to sign the licensee's report on the
financial statements on behalf of the firm, shall meet competency requirements as determined
by the board by rule which shall include one year of experience in addition to the experience
required pursuant to subdivision (6) of subsection 1 of section 326.280 and shall be verified by
alicensee. The additional experience required by this subsection shall include experience in
attest work supervised by alicensee;

(4) Any licensee who is responsible for supervising review services or signs or
authorizessomeoneto sign review reportsshall meet the competency requirementsasdetermined
by board by rule which shall include experience in review services.

[5.] 8. Anapplicant for initial issuance or renewal of a permit to practice shall register
each office of the firm within this state with the board and show that all attest, review and
compilation services rendered in this state are under the charge of alicensee.

[6.] 9. No licensee or firm holding a permit pursuant to this chapter shall use a
professional or firm name or designation that is misleading as to:

(1) Thelegal form of the firm;

(2) The persons who are partners, officers, members, managers or shareholders of the
firm; or

(3) Any other matter.

The names of one or more former partners, members or shareholders may be included in the
name of afirm or its successor unless the firm becomes a sole proprietorship because of the
death or withdrawal of all other partners, officers, members or shareholders. A firm may usea
fictitiousnameif thefictitious nameisregistered with the board and is not otherwise misleading.
The name of afirm shall not include the name or initials of an individual who is not a present
or a past partner, member or shareholder of the firm or its predecessor. The name of the firm
shall not include the name of an individual who is not alicensee.

[7.] 10. Applicantsfor initial issuance or renewal of permitsshall listintheir application
all statesin which they have applied for or hold permits as certified public accounting firmsand
list any past denial, revocation, suspension or any discipline of apermit by any other state. Each
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holder of or applicant for apermit pursuant to this section shall notify theboard inwriting within
thirty days after its occurrence of any change in the identities of partners, principals, officers,
shareholders, membersor managerswhose principal place of businessisinthisstate; any change
in the number or location of offices within this state; any change in the identity of the persons
in charge of such offices; and any issuance, denial, revocation, suspension or any discipline of
apermit by any other state.

[8.] 11. Firmswhich fall out of compliance with the provisions of this section due to
changesinfirm ownership or personnel after receiving or renewing apermit shall take corrective
action to bring the firm back into compliance as quickly as possible. The board may grant a
reasonabl e period of timefor afirmto take such correctiveaction. Failureto bring the firm back
into compliance within areasonabl e period as defined by the board may result in the suspension
or revocation of the firm permit.

[9.] 12. The board shall require by rule, as a condition to the renewal of permits, that
firms undergo, no more frequently than once every three years, peer reviews conducted in a
manner asthe board shall specify. Thereview shall include averification that individualsinthe
firm who are responsible for supervising attest, review and compilation services or sign or
authorize someone to sign the accountant's report on the financial statements on behalf of the
firm meet the competency requirements set out in the professional standards for such services,
provided that any such rule:

(1) Shal include reasonable provision for compliance by a firm showing that it has
within the preceding three years undergone a peer review that isa satisfactory equivalent to peer
review generally required pursuant to this subsection;

(2) May require, with respect to peer reviews, that peer reviews be subject to oversight
by an oversight body established or sanctioned by board rule, which shall periodically report to
the board on the effectiveness of the review program under its charge and provide to the board
alisting of firmsthat have participated in apeer review program that is satisfactory to the board;
and

(3) Shall require, with respect to peer reviews, that the peer review processes be operated
and documents maintained in amanner designed to preserve confidentiality, and that the board
or any third party other than the oversight body shall not have access to documents furnished or
generated in the course of the peer review of the firm except as provided in subdivision (2) of
this subsection.

[10.] 13. Prior to January 1, 2008, licenseeswho perform fewer than three attest services
during each calendar year shall be exempt from the requirements of subsection [9] 12 of this
section.
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[11.] 14. The board may, by rule, charge afee for oversight of peer reviews, provided
that the fee charged shall be substantially equivalent to the cost of oversight.

[12.] 15. In connection with proceedings beforethe board or upon receipt of acomplaint
involvingthelicensee performing peer reviews, theboard shall not have accessto any documents
furnished or generated in the course of the performance of the peer reviews except for peer
review reports, letters of comment and summary review memoranda. The documents shall be
furnished to the board only in aredacted manner that does not specifically identify any firm or
licensee being peer reviewed or any of their clients.

[13.] 16. The peer review processes shall be operated and the documents generated
thereby be maintained in a manner designed to preserve their confidentiality. No third party,
other than the oversight body, the board, subject to the provisions of subsection [12] 15 of this
section, or the organization performing peer review shall have accessto documentsfurnished or
generated in the course of thereview. All documentsshall be privileged and closed records for
all purposes and al meetings at which the documents are discussed shall be considered closed
meetings pursuant to subdivision (1) of section 610.021, RSMo. The proceedings, records and
workpapers of the board and any peer review subjected to the board process shall be privileged
and shall not be subject to discovery, subpoena or other means of legal process or introduction
into evidenceat any civil action, arbitration, administrative proceeding or board proceeding. No
member of the board or person who isinvolved in the peer review process shall be permitted or
required totestify in any civil action, arbitration, administrative proceeding or board proceeding
asto any matters produced, presented, disclosed or discussed during or in connection with the
peer review process or as to any findings, recommendations, evaluations, opinions or other
actions of such committees or any of its members; provided, however, that information,
documents or records that are publicly available shall not be subject to discovery or usein any
civil action, arbitration, administrative proceeding or board proceeding merely becausethey were
presented or considered in connection with the peer review process.

326.292. 1. Only licensees may issue a report on financial statements of any person,
firm, organization or governmental unit or offer to render or render any attest service. Such
restriction shall not prohibit any act of apublic official or public employee in the performance
of the person's duties as such; nor prohibit the performance by any nonlicensee of other services
involving the use of accounting skills, including the preparation of tax returns, management
advisory services and the preparation of nonattest financial statements. Nonlicensees may
preparefinancial statementsand issue nonattest transmittal sor information thereon which do not
purport to be in compliance with the Statements on Standards for Accounting and Review
Services (SSARS).
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2. Only certified public accountants shall use or assume the title certified public
accountant, or the abbreviation CPA or any other title, designation, words, |etters, abbreviation,
sign, card or devicetending to indicate that such personisacertified public accountant. Nothing
in this section shall prohibit:

(1) A certified public accountant whose certificate was in full force and effect, issued
pursuant to the laws of this state prior to August 28, 2001, and who does not engage in the
practice of public accounting, auditing, bookkeeping or any similar occupation, from using the
title certified public accountant or abbreviation CPA;

(2) A personwho holdsacertificate, theninforceand effect, issued pursuant to the laws
of thisstate prior to August 28, 2001, and who isregularly employed by or isadirector or officer
of a corporation, partnership, association or business trust, in his or her capacity as such, from
signing, delivering or issuing any financial, accounting or related statement, or report thereon
relating to such corporation, partnership, association or business trust provided the capacity is
so designated, and provided in the signature line the title CPA or certified public accountant is
not designated.

3. No firm shall provide attest services or assume or use the title certified public
accountantsor theabbreviation CPAS, or any other title, designation, words, | etters, abbreviation,
sign, card or devicetendingtoindicatethat such firmisacertified public accounting firm unless:

(1) Thefirmholdsavalid permitissued pursuant to section 326.289 or isafirm exempt
from the permit requirement under subsections 3 and 4 of section 326.289 and complies
with all other applicable provisions of that section; and

(2) Ownership of the firm isin accord with section 326.289 and rules promulgated by
the board.

4. Only persons holding avalid license or permit issued pursuant to section 326.280 or
326.289, or per sonsqualifyingfor theprivilegetopracticeunder section 326.283, and firms
exempt from the permit requirement under section 326.289 shall assume or use the title
certified accountant, chartered accountant, enrolled accountant, licensed accountant, registered
accountant, accredited accountant or any other title or designation likely to be confused with the
titles certified public accountant or public accountant, or use any of the abbreviations CA, LA,
RA, AA or similar abbreviation likely to be confused with theabbreviation CPA or PA. Thetitle
enrolled agent or EA shall only be used by individuals so designated by the Internal Revenue
Service. Nothingin thissection shall prohibit the use or issuance of atitle for nonattest services
provided that the organization and thetitleissued by the organization existed prior to August 28,
2001.
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5. (1) Nonlicensees shall not use language in any statement relating to the financial
affairsof aperson or entity that is conventionally used by certified public accountantsin reports
on financial statements. Nonlicensees may use the following safe harbor language:

(a) For compilations:

"I (We) have prepared the accompanying (financial statements) of (name of entity) as of (time
period) for the (period) then ended. This presentation is limited to preparing in the form of a
financial statement information that isthe representation of management (owners). | (We) have
not audited or reviewed the accompanying financial statements and accordingly do not express
an opinion or any other form of assurance on them.";

(b) For reviews.

"I (We) reviewed the accompanying (financial statements) of (name of entity) asof (time period)
for the (period) then ended. These financia statements (information) are (is) the responsibility
of the company's management. | (We) have not audited the accompanying financial statements
and accordingly do not express an opinion or any other form of assurance on them.".

(2) Only persons or firms holding a valid license or permit issued pursuant to section
326.280 or 326.289 shall assume or use any title or designation that includes the words
accountant or accounting in connection with any other language, including the language of a
report, that implies that the person or firm holds alicense or permit or has special competence
asan accountant or auditor; provided, however, that this subsection shall not prohibit any officer,
partner, principal, member, manager or employee of any firm or organization from affixing such
person's own signature to any statement in reference to the financial affairs of the firm or
organization with any wording designating the position, title or office that the person holds
therein nor prohibit any act of apublic official or employee in the performance of the person's
duties as such. Nothing in this subsection shall prohibit the singular use of "accountant” or
"accounting” for nonattest purposes.

6. Licenseessigning or authorizing someoneto sign reportson financial statementswhen
performing attest, review or compilation servicesshall providethose servicesin accordancewith
professional standards as determined by the board by rule.

7. No licensee [or holder of aprovisional license] or firm holding a permit pursuant to
sections 326.280 to 326.289 shall use a professional or firm name or designation that is
misleading about the legal form of the firm, or about the persons who are partners, principals,
officers, members, managers or shareholders of the firm, or about any other matter.

8. Noneof theforegoing provisionsof thissection shall apply to aperson or firm holding
acertification, designation, degree or license granted in aforeign country entitling the holder to
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engage in the practice of public accounting or its equivalent in the country whose activitiesin
this state are limited to the provision of professional services to persons or firms who are
residents of, governments of, or business entities of the country in which the person holds the
entitlement, who performs no attest, review or compilation services and who issues no reports
with respect to thefinancial statements of any other persons, firms or governmental unitsinthis
state, and who does not use in this state any title or designation other than the one under which
the person practices in such country, followed by atrandation of such title or designation into
the English language, if it isin a different language, and by the name of such country.

9. Nolicenseewhoselicenseisissued pursuant to section 326.280 or issued pursuant to
prior law shall perform attest servicesthrough any certified public accounting firm that does not
hold avalid permit issued pursuant to section 326.289.

10. Nothing herein shall prohibit a practicing attorney or firm of attorneys from
preparing or presenting records or documents customarily prepared by an attorney or firm of
attorneys in connection with the attorney's professional work in the practice of law.

11. Nothing herein shall prohibit any trustee, executor, administrator, referee or
commissioner from signing and certifying financial reports incident to his or her dutiesin that
capacity.

12. Nothing herein shall prohibit any director or officer of a corporation, partner or a
partnership, sole proprietor of a business enterprise, member of ajoint venture, member of a
committee appointed by stockholders, creditorsor courts, or an employee of any of theforegoing,
in his or her capacity as such, from signing, delivering or issuing any financial, accounting or
related statement, or report thereon, relating to the corporation, partnership, business enterprise,
joint venture or committee, provided the capacity is designated on the statement or report.

13. (1) A licenseesnhall not for acommission recommend or refer to aclient any product
or service, or for acommission recommend or refer any product or service to be supplied by a
client, or receive acommission, when the licensee also performs for that client:

(& Anaudit or review of afinancial statement; or

(b) A compilation of afinancia statement when thelicensee expects, or reasonably may
expect, that athird party will use the financial statement and the licensee's compilation report
does not disclose alack of independence; or

() Anexamination of prospective financial information.

Such prohibition appliesduring the period in which the licenseeis engaged to perform any of the
services listed above and the period covered by any historical financial statementsinvolved in
such listed services.
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(2) A licensee who is not prohibited by this section from performing services for or
receiving a commission and who is paid or expects to be paid a commission shall disclosein
writing that fact to any person or entity to whom the licensee recommends or refers aproduct or
service to which the commission relates.

(3) Any licensee who accepts areferral fee for recommending or referring any service
of alicenseeto any person or entity or who pays areferral feeto obtain aclient shall disclosein
writing the acceptance or payment to the client.

14. (1) A licensee shall not:

(a) Perform for a contingent fee any professional services for, or receive afee from, a
client for whom the licensee or the licensees's firm performs:

a Anaudit or review of afinancial statement; or

b. A compilation of afinancial statement when thelicensee expects, or reasonably might
expect, that athird party will use the financial statement and the licensee's compilation report
does not disclose alack of independence; or

c. An examination of prospective financia information;

(b) Preparean original tax return or claim for atax refund for a contingent fee for any
client; or

(c) Prepare an amended tax return or claim for atax refund for a contingent fee for any
client, unless permitted by board rule.

(2) The prohibition in subdivision (1) of this subsection applies during the period in
which the licensee is engaged to perform any of those services and the period covered by any
historical financial statementsinvolved in any services.

(3) A contingent feeis afee established for the performance of any service pursuant to
an arrangement in which no fee will be charged unless a specified finding or result is attained,
or inwhich theamount of thefeeis otherwise dependent upon thefinding or result of the service.
Solely for purposes of this section, fees are not regarded as being contingent if fixed by courts
or other public authorities, or, in tax matters, if determined based on the results of judicial
proceedings or the findings of governmental agencies. A licensee's fees may vary depending,
for example, on the complexity of services rendered.

15. Any person who violates any provision of subsections1 to 5 of this section shall be
guilty of aclass A misdemeanor. Whenever the board has reason to believe that any person has
violated this section it may certify the facts to the attorney general of this state or bring other
appropriate proceedings.

v



