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SENATE BI LL 5628

AS AMENDED BY THE HOUSE
Passed Legislature - 1999 Regul ar Session
State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Senators Gardner, Heavey, Shin, Prentice, Wnsley and T. Shel don

Read first time 01/29/1999. Referred to Corm ttee on Comerce, Trade,
Housing & Financial Institutions.

AN ACT Relating to wuniform continuing professional education
requi r ement and licensing requirenents for certified public
accountants; and anending RCW 18.04.025, 18.04.105, 18.04. 183,
18. 04. 185, 18.04.195, 18.04.205, 18.04.215, and 18. 04. 345.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW 18.04.025 and 1994 c 211 s 1401 are each anended to
read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout this chapter.

(1) "Board" neans the board of accountancy created by RCW
18. 04. 035.

(2) "Certified public accountant” or "CPA" neans a person hol di ng
a certified public accountant certificate.

(3) "State" includes the states of the United States, the District
of Col unmbia, Puerto Rico, Guam and the United States Virgin |slands.

(4) "Reports on financial statenments" neans any reports or opinions
prepared by certified public accountants, based on services perforned
i n accordance with generally accepted auditing standards, standards for
attestation engagenents, or standards for accounting and review

p. 1 SB 5628. SL
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services as to whether the presentation of information used for
gui dance in financial transactions or for accounting for or assessing
the status or performance of commercial and noncomrerci al enterprises,
whet her public, private, or governnental, conforns with generally
accepted accounting principles or other conprehensive bases of
accounti ng.

(5) The "practice of public accounting" neans performng or
offering to perform by a person or firm holding itself out to the
public as a licensee, for a client or potential client, one or nore
ki nds of services involving the use of accounting or auditing skills,
including the issuance of "audit reports,”" "review reports," or
"conpilation reports"™ on financial statenents, or one or nore kinds of
managenent advi sory, or consulting services, or the preparation of tax
returns, or the furnishing of advice on tax matters. The "practice of
publ i c accounting” shall not include practices that are permtted under
t he provi sions of RCW18. 04.350(6) by persons or firnms not required to
be |icensed under this chapter

(6) "Firm neans a sole proprietorship, a corporation, or a
part ner shi p. "Firm also neans a limted liability conpany forned
under chapter 25.15 RCW

(7) "CPE" neans continuing professional education.

(8) "Certificate" neans a certificate as a certified public
accountant issued under this chapter, or a corresponding certificate
i ssued by another state or foreign jurisdiction that is recognized in
accordance with the reciprocity provisions of RCW 18.04.180 and
18. 04. 183.

(9) "Licensee" neans the holder of a valid license issued under
this chapter.

(10) "License" neans a ((btenntal)) license to practice public
accountancy issued to an individual or firmunder this chapter.

(11) "Quality assurance review' neans a process established by and
conducted at the direction of the board of study, appraisal, or review
of one or nore aspects of the professional work of a person or firmin
the practice of public accountancy, by a person or persons who hold
certificates and who are not affiliated with the person or firm being
revi ewed.

(12) "Quality review' neans a study, appraisal, or review of one or
nmore aspects of the professional work of a person or firm in the
practice of public accountancy, by a person or persons who hold

SB 5628. SL p. 2
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certificates and who are not affiliated with the person or firm being
revi ewed, including a peer review, or any internal reviewor inspection
intended to conply with quality control policies and procedures, but
not including the "quality assurance review' under subsection (11) of
this section.

(13) "Review commttee" means any person carrying out,
adm nistering or overseeing a quality review authorized by the
revi enwee.

(14) "Rul e" neans any rul e adopted by the board under authority of
this chapter.

(15) "Holding out" nmeans any representation to the public by the
use of restricted titles as set forth in RCW 18.04. 345 by a person or
firmthat the person or firmis a certified public accountant and t hat
the person or firmoffers to performany professional services to the
public as a certified public accountant. "Hol ding out" shall not
affect or limt a person not required to hold a certificate under this
chapter or a person or firmnot required to hold a |icense under this
chapter fromengaging in practices identified in RCW 18. 04. 350(6).

Sec. 2. RCW18.04.105 and 1992 ¢ 103 s 7 are each anended to read
as follows:

(1) The certificate of "certified public accountant"” shall be
granted by the board to any person:

(a) Who is of good character. Good character, for purposes of this
section, neans lack of a history of dishonest or felonious acts. The
board may refuse to grant a certificate on the ground of failure to
satisfy this requirenment only if there is a substantial connection
between the lack of good character of the applicant and the
prof essional responsibilities of a certified public accountant and if
the finding by the board of |ack of good character is supported by a
preponderance of evidence. When an applicant is found to be
unqualified for a certificate because of a |l ack of good character, the
board shall furnish the applicant a statenment containing the findings
of the board and a notice of the applicant’s right of appeal;

(b) Who has net the educational standards established by rule as
the board determ nes to be appropriate;

The board nmay, 1in its discretion, waive the educationa
requi renents for any person if it is satisfied through review of
docunent ati on of successful conpletion of an equival ency exam nation

p. 3 SB 5628. SL
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that the person’s educational qualifications are an acceptable
substitute for the requirenents of (b) of this subsection; and

(c) Who has passed a witten exam nation

(2) The exam nation described in subsection (1)(c) of this section
shall be in witing, shall be held twice a year, and shall test the
applicant’s know edge of the subjects of accounting and auditing, and
other related fields the board may specify by rule. The tinme for
hol ding the exam nation is fixed by the board and may be changed from
time to tine. The board shall prescribe by rule the nethods of
applying for and taking the exam nation, including nmethods for grading
papers and determ ning a passing grade required of an applicant for a
certificate. The board shall to the extent possible see toit that the
grading of the exam nation, and the passing grades, are uniformwth
t hose applicable to all other states. The board may nake use of all or
a part of the uniform certified public accountant exam nation and
advi sory grading service of the Anerican Institute of Certified Public
Accountants and my contract wth third parties to perform
adm nistrative services with respect to the exam nation as the board
deens appropriate to assist it in performng its duties under this
chapter.

(3) An applicant is required to pass all sections of the
exam nation provided for in subsection (2) of this section in order to
qualify for a certificate. If at a given sitting of the exam nation an
appl i cant passes two or nore but not all sections, then the applicant
shall be given credit for those sections that he or she passed, and
need not take those sections again: PROVIDED, That:

(a) The applicant took all sections of the exam nation at that
sitting;

(b) The applicant attained a m ninumgrade of fifty on each section
not passed at that sitting;

(c) The applicant passes the remaini ng sections of the exam nation
Wi thin six consecutive exam nations given after the one at which the
first sections were passed;

(d) At each subsequent sitting at which the applicant seeks to pass
addi tional sections, the applicant takes all sections not yet passed,
and

(e) In order to receive credit for passing additional sections in
a subsequent sitting, the applicant attains a m ninumgrade of fifty on
sections witten but not passed on the sitting.

SB 5628. SL p. 4



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDNNMNDNMNMNMNMNNMNPEPPRPPRPPRPPRPERPEPRPPRPPREPE
N o oA WNEFE OO 0o N0 WDNPE OO oo N O W DN BEe o

(4) The board may waive or defer any of the requirenents of
subsection (3) of this section for candi dates transferring conditional
CPA exam credits from other states or for qualifying reciprocity
certification applicants who net the conditioning requirenents of the
state or foreign jurisdiction issuing their original certificate.

(5) The board shall charge each applicant an exam nation fee for
the initial exam nation under subsection (1) of this section, or for
reexam nati on under subsection (3) of this section for each subject in
whi ch the applicant is reexam ned. The applicable fee shall be paid by
the person at the tine he or she applies for examnation
reexam nation, or evaluation of educational qualifications. Fees for
exam nation, reexam nation, or eval uati on of educational qualifications
shall be determ ned by the board under chapter 18.04 RCW There is
established in the state treasury an account to be known as the
certified public accountants’ account. All fees received from
candidates to take any or all sections of the certified public
accountant exam nation shall be used only for costs related to the
exam nati on

(6) Persons who on June 30, 1986, held certified public accountant
certificates previously issued under the laws of this state shall not
be required to obtain additional certificates under this chapter, but
shal |l otherwi se be subject to this chapter. Certificates previously
i ssued shall, for all purposes, be considered certificates i ssued under
this chapter and subject to its provisions.

(7) A certificate of a "certified public accountant™ under this
chapter is issued ((en—a—bienntal—basts)) every three years wth
renewal subject to requirements of continuing professional education
and paynent of fees, prescribed by the board.

(8 The board shall adopt rules providing for continuing
pr of essi onal education for certified public accountants. The rul es
shal | :

(a) Provide that a certified public accountant shall verify to the
board that he or she has conpleted at |east an accunulation of
((etghty)) one hundred twenty hours of continuing professional
education during the last ((t+we—year)) three-year period to nmaintain
the certificate;

(b) Establish continuing professional education requirenents;

p. 5 SB 5628. SL
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(c) Establish when newly certificated public accountants shall
verify that they have conpleted the required continuing professional
education; ((and))

(d) Provide that failure to furnish verification of the conpletion
of the continuing professional education requirenent shall nake the
certificate invalid and subject to reinstatenent, unless the board
determ nes that the failure was due to retirenent, reasonabl e cause, or
excusabl e negl ect; and

(e) Provide for transition from existing to new continuing
pr of essi onal education requirenents.

(9) The board may adopt by rule new CPE standards that differ from
those in subsection (8) of this section or RCW 18.04.215 if the new
standards are consistent with the continuing professional education
standards of other states so as to provide to the greatest extent
possi bl e, consistent national standards.

Sec. 3. RCW18.04.183 and 1992 ¢ 103 s 18 are each anended to read
as follows:

The board shall grant a certificate or license as a certified
public accountant to a holder of a permt, license, or certificate
issued by a foreign country’s board, agency, or institute, provided
t hat :

(1) The foreign country where the foreign permt, license, or
certificate was issued is a party to an agreenent on trade with the
United States that encourages the nutual recognition of licensing and
certification requirenments for the provision of covered services by the
parties under the trade agreenent; and

(2) Such foreign country’'s board, agency, or institute nakes
simlar provision to allow a person who holds a valid certificate
issued by this state to obtain such foreign country’'s conparable
permt, license, or certificate; and

(3) The foreign permt, license, or certificate:

(a) Was duly issued by such foreign country’s board, agency, or
institute that regulates the practice of public accountancy; and

(b) I's in good standing at the tinme of the application; and

(c) Was issued upon the basis of educational, examnation, and
et hical requirenents substantially equivalent currently or at the tine
of issuance of the foreign permt, license, or certificate to those in
this state; and

SB 5628. SL p. 6
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(4) The applicant has within the ((twenty—four)) thirty-six nonths
prior to application conpleted an accunulation of ((erghty)) one
hundred twenty hours of continuing professional education as required
under RCW 18.04.105(8). The board shall provide for transition from
existing to new continuing professional education requirenents; and

(5) If the application is for a certificate:

(a) The applicant’s foreign permt, license, or certificate was the
type of permt, license, or certificate requiring the nost stringent
qualifications if, in the foreign country, nore than one type of
permt, license, or certificate is issued. This state’'s board shal

deci de which are the nost stringent qualifications; and

(b) The applicant has passed a witten examnation or |its
equi val ent, approved by the board, that tests know edge i n the areas of
United States accounting principles, auditing standards, conmmerci al
I aw, incone tax | aw, and Washi ngton state rul es of professional ethics;
or

(6) If the application is for a certificate and |icense:

(a) The requirenents of subsections (1) through (5) of this section
are satisfied; and

(b) The applicant has within the five years prior to applying for
the certificate and license under this section, denonstrated, in
accordance with the rules issued by the board, one year of public
accounting experience, wthin the foreign country where the foreign
permt, license, or certificate was issued, equivalent to the
experience required under RCW18. 04. 215(1)(a) or such other experience
or enploynment which the board in its discretion regards as
substantially equival ent.

The board may adopt by rule new CPE standards that differ from
those in subsection (4) of this section or RCW 18.04.215 if the new

standards are consistent with the continuing professional education

standards of other states so as to provide to the greatest extent

possi bl e, consi stent national standards.

Sec. 4. RCW18.04.185 and 1986 c¢c 295 s 7 are each anended to read
as follows:

(1) Application for certification as certified public accountants
by persons who are not residents of this state constitutes appoi nt nment
of the secretary of state as an agent for service of process in any
action or proceeding against the applicants arising from any

p. 7 SB 5628. SL
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transaction, activity, or operation connected with or incidental to the
practice of public accounting in this state by nonresident hol ders of
certified public accountant certificates.

(2) Application for a ((btenntal)) license to practice public
accounting in this state by a certified public accountant or CPA firm
who holds a license or permt to practice issued by another state
constitutes the appointnent of the secretary of state as an agent for
service of process in any action or proceedi ng agai nst the applicant
arising fromany transacti on or operation connected with or incidental
to the practice of public accounting in this state by the hol der of the
((btenntal)) license to practice.

Sec. 5. RCW 18.04.195 and 1994 c 211 s 1402 are each anended to
read as foll ows:

(1) A sole proprietorship engaged in this state in the practice of
public accounting shall |icense ((bt+ennially)) every three years with
the board as a firm

(a) The principal purpose and business of the firm shall be to
furnish services to the public which are consistent with this chapter
and the rules of the board.

(b) The person shall be a certified public accountant holding a
license to practice under RCW 18. 04. 215.

(c) Each resident licensee in charge of an office of the sole
proprietorship engaged in this state in the practice of public
accounting shall be a certified public accountant holding a license to
practice under RCW 18. 04. 215.

(2) A partnership engaged in this state in the practice of public
accounting shall license ((btennialy)) every three years with the
board as a partnership of certified public accountants, and shall neet
the foll owm ng requirenents:

(a) The principal purpose and busi ness of the partnership shall be
to furnish services to the public which are consistent with this
chapter and the rules of the board;

(b) At least one general partner of the partnership shall be a
certified public accountant holding a license to practice under RCW
18. 04. 215;

(c) Each resident Ilicensee in charge of an office of the
partnership in this state and each resident partner personally engaged
within this state in the practice of public accounting shall be a

SB 5628. SL p. 8
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certified public accountant holding a license to practice under RCW
18. 04. 215.

(3) A corporation organized for the practice of public accounting
and engaged in this state in the practice of public accounting shal
license ((btennially)) every three years with the board as a
corporation of <certified public accountants and shall neet the
foll ow ng requirenents:

(a) The principal purpose and busi ness of the corporation shall be
to furnish services to the public which are consistent with this
chapter and the rules of the board; and

(b) Each sharehol der of the corporation shall be a certified public
accountant of sonme state holding a license to practice and shall be
principally enployed by the corporation or actively engaged in its
busi ness. No other person may have any interest in the stock of the
corporation. The principal officer of the corporation and any officer
or director having authority over the practice of public accounting by
the corporation shall be a certified public accountant of some state
holding a license to practice;

(c) At least one shareholder of the corporation shall be a
certified public accountant holding a license to practice under RCW
18. 04. 215;

(d) Each resident Ilicensee in charge of an office of the
corporation in this state and each sharehol der or director personally
engaged wthin this state in the practice of public accounting shall be
a certified public accountant holding a license to practice under RCW
18. 04. 215;

(e) A witten agreenent shall bind the corporation or its
sharehol ders to purchase any shares offered for sale by, or not under
the ownership or effective control of, a qualified sharehol der, and
bi nd any hol der not a qualified shareholder to sell the shares to the
corporation or its qualified sharehol ders. The agreenent shall be
noted on each certificate of corporate stock. The corporation may
pur chase any anmount of its stock for this purpose, notw thstandi ng any
i npai rment of capital, as |long as one share remai ns outstandi ng; and

(f) The corporation shall conply with any other rules pertaining to
corporations practicing public accounting in this state as the board
may prescri be.

(4 A limted liability conpany engaged in this state in the
practice of public accounting shall |icense ((bienntally)) every three

p. 9 SB 5628. SL
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years wwth the board as alimted liability conpany of certified public
accountants, and shall neet the foll ow ng requirenents:

(a) The principal purpose and business of the limted liability
conpany shall be to furnish services to the public which are consi st ent
with this chapter and the rules of the board;

(b) At |east one manager of the limted l[iability conmpany shall be
a certified public accountant holding a |icense to practice under RCW
18. 04. 215;

(c) Each resident manager or nmenber in charge of an office of the
limted liability conmpany in this state and each resident manager or
menber personally engaged within this state in the practice of public
accounting shall be a certified public accountant holding a license to
practi ce under RCW 18. 04. 215.

(5) Application for a license as a firm shall be made upon the
affidavit of the proprietor or person desi gnated as nmanagi ng partner or
shar ehol der for Washington. This person shall be a certified public
accountant holding a license to practice under RCW 18.04. 215. The
board shall determ ne in each case whether the applicant is eligible
for a license. A partnership or corporation which is licensed to
practice under RCW18. 04. 215 may use the designation "certified public
accountants” or "CPAs" in connection with its partnership or corporate
name. The board shall be given notification within ninety days after
t he adm ssion or wthdrawal of a partner or sharehol der engaged in this
state in the practice of public accounting from any partnership or
corporation so |licensed.

(6) Fees for the license as a firmand for notification of the
board of the adm ssion or withdrawal of a partner or sharehol der shal
be determ ned by the board. Fees shall be paid by the firmat the tine
the license application formor notice of adm ssion or withdrawal of a
partner or shareholder is filed with the board.

Sec. 6. RCW18.04.205 and 1992 ¢ 103 s 9 are each anended to read
as follows:

(1) Each office established or maintained in this state for the
practice of public accounting in this state by a certified public
accountant, or a partnership or corporation of certified public
accountants, shall register with the board wunder this chapter

((btennraly)) every three years.

SB 5628. SL p. 10
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(2) Each office shall be under the direct supervision of a resident
licensee holding a license under RCW 18.04.215 who may be a sole
proprietor, partner, principal shareholder, or a staff enployee.

(3) The board shall by rule prescribe the procedure to be foll owed
to register and nmaintain offices established in this state for the
practice of public accounting.

(4) Fees for the registration of offices shall be determ ned by the
boar d. Fees shall be paid by the applicant at the tinme the
registration formis filed with the board.

Sec. 7. RCW18.04. 215 and 1992 ¢ 103 s 10 are each anended to read
as follows:

(1) ((Brennial)) Three-year licenses shall be issued by the board:

(a) To holders of certificates as certified public accountants who
have denonstrated, in accordance with rules issued by the board, one
year of public accounting experience, or such other experience or
enpl oynment which the board in its discretion regards as substantially
equi val ent and who, if their certificate was issued nore than forty-
ei ght nonths prior to application under this section, submt to the
board satisfactory proof of having conpleted an accunul ation of
((etghty)) one hundred twenty hours of continuing professional
education during the ((twenty—feur)) thirty-six nonths preceding the
appl i cation;

(b) To firms under RCW 18.04.195, if all offices of the firmin
this state are maintained and registered as required under RCW
18. 04. 205.

(2) The board shall, by rule, provide for a systemof certificate
and license renewal. Applicants for issuance or renewal of
certificates or licenses shall, at the time of filing their
applications, list wwth the board all states and foreign jurisdictions

in which they hold or have applied for certificates, permts or
|icenses to practice.

(3) A certified public accountant who holds a permt or |icense
i ssued by another state, and applies for a license in this state, may
practice in this state fromthe date of filing a conpleted application
with the board, until the board has acted upon the application provided
the application is made prior to holding out as a certified public
accountant in this state and no sanctions or investigations, deened by

p. 11 SB 5628. SL
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t he board to be pertinent to public accountancy, by other jurisdictions
or agencies are in process.

(4) A certified public accountant shall submt to the board
sati sfactory proof of having conpleted an accunul ati on of ((erghty))
one hundred twenty hours of continuing education recognized and
approved by the board during the preceding ((t+we)) three years.
Failure to furnish this evidence as required shall nmake the certificate
invalid and subject to reinstatenent procedures, unless the board
determines the failure to have been due to retirenment, reasonable
cause, or excusabl e neglect.

The board in its discretion may renew a certificate or |icense
despite failure to furnish evidence of conpliance with requirenents of
continuing professional education upon condition that the applicant

follow a particular program of continuing professional education. 1In
issuing rules and individual orders wth respect to continuing
pr of essi onal education requirenents, the Dboard, anong ot her

considerations, may rely wupon guidelines and pronouncenents of
recogni zed educational and professional associations, may prescribe
course content, duration, and organization, and nmay take into account
the accessibility of continuing education to applicants and instances
of i ndividual hardship.

(5) Fees for issuance or renewal of certificates and licenses in
this state shall be determ ned by the board under chapter 18.04 RCW
Fees shall be paid by the applicant at the tine the application formis
filed wwth the board. The board, by rule, nay provide for proration of
fees for certificates and | i censes i ssued between normal renewal dates.

Sec. 8. RCW18.04. 345 and 1992 ¢ 103 s 14 are each anended to read
as follows:

(1) No person may assunme or use the designation "certified public
accountant” or "CPA" or any other title, designation, words, letters,
abbrevi ation, sign, card, or device tending to indicate that the person
is acertified public accountant or CPA unl ess the person holds a valid
certificate as a certified public accountant.

(2) No person may hold hinself or herself out to the public and
assunme or use the designation "certified public accountant” or "CPA" or
any other title, designation, words, letters, abbreviation, sign, card,

or ((devise{deviee})) device tending to indicate that the personis a
certified public accountant or CPA unless the person holds a valid

SB 5628. SL p. 12
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certificate as a certified public accountant and holds a valid |license
to practice under RCW 18. 04. 215.

(3) Nofirmmay hold itself out to the public, or assune or use the
designation "certified public accountant” or "CPA" or any other title,
designation, words, letters, abbreviation, sign, card, or device
tending to indicate that the firm is conposed of certified public
accountants or CPAs, unless the firmis |licensed under RCW 18. 04. 195,
holds a valid license to practice under RCW 18. 04. 215, and all offices
of the firmin this state for the practice of public accounting are
mai nt ai ned and regi stered under RCW 18. 04. 205.

(4) No person, partnership, or corporation nmay hold hinself,
herself, or itself out to the public, or assune or use along, or in
connection with his, hers, or its nane, or any other nane the title or
designation "certified accountant,"” "chartered accountant," "licensed
accountant,"” "licensed public accountant,” "public accountant," or any
other title or designation |likely to be confused with "certified public
accountant" or any of the abbreviations "CA " "LA " "LPA " or "PA " or
simlar abbreviations likely to be confused with "CPA " However
nothing in this chapter prohibits use of the title "accountant” by any
person regardl ess of whether the person has been granted a certificate
or holds a license under this chapter.

(5) No person may sign, affix, or associate his or her nanme or any
trade or assuned nane used by the person in his or her business to any
report designated as an "audit,"” "review, " or "conpilation," unless the
person hol ds a ((btennial)) license to practice under RCW18. 04. 215 and
all of the person’s offices in this state for the practice of public
accounting are maintained and |icensed under RCW 18. 04. 205.

(6) No person may sign, affix, or associate a firm name to any
report designated as an "audit,"” "review," or "conpilation," unless the
firmis licensed under RCW 18.04.195 and 18.04.215, and all of its
offices in this state for the practice of public accounting are
mai nt ai ned and regi stered under RCW 18. 04. 205.

(7) No person, partnership, or corporation not holding alicenseto
practice under RCW 18.04. 215 may hold hinself, herself, or itself out
to the public as an "auditor” with or without any other description or
desi gnation by use of such word on any sign, card, letterhead, or in
any advertisenent or directory.

(8) No person may assune or use the designation "certified public
accountant” or "CPA" in conjunction with nanes indicating or inplying
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that there is a partnership or corporation, if thereis in fact no bona
fide partnership or corporation registered under RCW 18. 04. 195.

(9) No person, partnership, or corporation holding a license under
RCW 18. 04. 215 may hold hinsel f, herself, or itself out to the public in
conjunction with the designation "and Associates"” or "and Assoc.”
unl ess he or she has in fact a partner or enployee who holds a license
under RCW 18. 04. 215.
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