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appear to be to require the delivery of sccurities to control of the local entity. How-
ever, failure to define the term "agent® renders this section meaningless and extranc-
ous to the legislation. Therefore, 1 am vetoing section 10.

The last portion of section 6 after the word "Provided” is vetoed. This language
conflicts with provisions of section 14 and would create confusion in the administra-
tion of the Act.

With the exception of a portion of section 6 and all of section 10, Substitute
Scnate Bill 4590 is approved.”

CHAPTER 295

{Engrossed Senate Bill No. 4725]
BOARD OF ACCOUNTANCY———CERTIFIED PUBLIC ACCOUNTANTS —
REVISIONS

AN ACT Relating to accountancy; amending RCW 18.04.025, 18.04.035, 18.04.045, 1%-
.04.055, 18.04.065, 18.04.105, 18.04.185, 18.04.195, 18.04.205, 18.04.215, 18.04.295, 18.04-
.305, 18.04.320, 18.04.335, 18.04.345, 18.04.350, 18.04.380, 18.04.390, 18.04.405, 18.04.901,
and 18.04.920; decodifying RCW 18.04.930, 18.04.931, 18.04.932, 18.04.933, and 18.04.934;
repealing RCW 43.131.311 and 43.131.312; declaring an emergency: and providing an cflec-
tive date.

Be it ecnacted by the Legislature of the State of Washington:

Scc. 1. Section 3, chapter 234, Laws of 1983 and RCW 18.04.025 arc
cach amended to read as follows:

Unless the context clearly requires otherwise, the definitions in this
section apply throughout this chapter.

(1) "Board" means the board of accountancy crcated by RCW
18.04.035.

(2) "Certified public accountant™ or "CPA" means a person holding a
certified public accountant certificate issued under this chapter or the ac-
countancy act of any state.

(3) "State” includes the states of the United States, the District of
Columbia, Puerto Rico, Guam, and the United States Virgin Islands.

(4) "Opinions on financial statements” arc any rcports prepared by
certified public accountants, based on examinations in accordance with gen-
crally accepted auditing standards as to whether the presentation of infor-
mation used for guidance in financial transactions or for accounting for or
assessing the status or performance of commercial and noncommercial en-
terprises, whether public, private, or governmental, conforms with generally
accepted accounting principles or other comprchensive bases of accounting.

(5) The "practice of public accounting” mecans performing services as
one skilled in the knowledge and practice of public accounting and prepar-
ing reports designated as "audit reports,” "review reports,” and "compila-
tion reports.”

(6) "Firm" mecans a sole proprictorship, a corporation, or a

partnership.

(7) "CPE" mecans continuing professional education.
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(8) "Certificate” means a certificate as a certified public accountant
issued under this chapter, or a corresponding certificate issued by another
state.

(9) "Licensee” means the holder of a certificate who also holds a valid
license issued under this chapter.

(10) "License” means a biennial license issued to an individual or firm
under this chapter.

(11) "Quality assurance review" means a study, appraisal, or revicw of
onc or morc aspects of the professional work of a person or firm in the
practice of public accountancy, by a person or persons who hold certificates
and who are not affiliated with the person or firm being reviewed.

(12) "Rule"” means any rule adopted by the board under authority of

this chapter.

Sec. 2. Section 4, chapter 234, Laws of 1983 and RCW 18.04.035 are
cach amended to read as follows:;

(1) There is created a board of accountancy for the state of
Washington to be known as the Washington board of accountancy. The
board shall consist of five members appointed by the governor. Members of
the board shall include four persons who hold certified public accountant
certificates and have been in public praclice as certified public accountants
in this state continuously for the previous ten years. The fifth member shall
be the public member and shall be a person who is qualified to judge
whether the qualifications, activities, and professional practice of those reg-
ulated under this chapter conform with standards to protect the public
interest,

(2) The members of the board of accountancy ((existing—tmmediately
prior-to-July+—1983;shatt-serveout-theirexisting-terms-as-members—of-the
board-createdunder-this—act—Fhereaftercach-member-of-the-board)) shall
be appointed by the governor to a term of three years. ((Fheir-successors
shatbbeappointed—for-terms—of-three—years:)) Vacancies occurring during a
term shall be filled by appointment for the unexpired term. Upon the expi-
ration of a member's term of office, the member shall continue to serve until
a successor has been appointed and has assumed office. The governor shall
remove from the board any member whose certificate or ((permrit)) license
to practice has been revoked or suspended and may, after hearing, remove
any member of the board for neglect of duty or other just cause. No person
who has served two successive complete terms is eligible for reappointment.
Appointment to fill an unexpired term is not considered a complete term.

Scc. 3. Scction 5, chapter 234, Laws of 1983 and RCW 18.04.045 are
cach amended to read as follows:

(1) The board shall annually clect a chairman, a vice chairman, and a
sccretary from its members.
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(2) The board may adopt and amend rules under chapter 34.04 RCW
for the orderly conduct of its affairs and for the administration of this
chapter.

(3) A majority of the board constitutes a quorum for the transaction of
business.

(4) The board shall have a scal which shall be judicially noticed.

(5) The board shall keep records of its proccedings, and of any pro-
cceding in court arising from or founded upon this chapter. Copies of these
records certified as correct under the scal of the board are admissible in cv-
idence as tending to prove the content of the records.

(6) The board may employ personnel and arrange for assistance as it
requires to perform its duties. Individuals or committees assisting the board
under this subsection (6) constitute volunteers for purposes of chapter 4.92
RCW.

((2))) (7) Each member of the board shall receive compensation as
provided under RCW 18.04.080.

((63)) (8) The board shall file an annual report of its activitics with
the governor. The report shall include, but not be limited to, a statement of
all receipts and disbursements ((and-a—lnmrg—of-:rﬁ-ccrhhtd-pn’ohc-zccomt-
ants-who-areregistered;or-who-haveofficesregisteredor permits—toprac-
ticetssuedunder-thischapter)). Upon request, the board shall mail a copy
of each annual report ((to—any—person—office;partnership—or—corporation
isted;or)) to any member of the public.

Scc. 4. Scction 6, chapter 234, Laws of 1983 and RCW 18.04.055 are
cach amended 1o read as follows:

The board shall prescribe rules consistent with this chapter as neces-
sary to implement this chapter. Included may be:

(1) Rules ol procedure to govern the conduct of matters before the
board;

(2) Rules of professional conduct to establish and maintain high
standards of competence and integrity in the profession;

(3) Educational requircments to set for an cxamination or for the issu-
ance of the certificate or license of certified public accountant;

(4) Rules designed to ensure that certified public accountants' "opin-
ions on financial statements” meet the definitional requirements for that
term as specified in RCW 18.04.025;

(5) Requirements lor continuing profcssional education to maintain or
improve the professional competence of ({permrit)) certificate and license

holders ((topractice-under REW-18:64:215)) as a condition to maintaining

their ((continuing-in-thepracticeof publtcaccounting)) certificate or license
to practice under RCW 18.04.215;

(6) Recgulations governing sole proprictors, partnerships, and corpora-
tions practicing public accounting including, but not limited to, rules con-
cerning their style, name, title, and affiliation with any other organization,

1"
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and cstablishing rcasonable practice standards to protect the public
interest;((and))

(7) The board may by rule implement a quality assurance review pro-
gram as a mcans to monitor licensees' quality of practice and compliance
with professional standards. The board may exempt from such program, li-
ccnsees who undergo periodic peer reviews in programs of the American
Institute of Certified Public Accountants, National Association of State
Boards of Accountancy, or other programs recognized and approved by the
board by rule.

(8) The board may by rule require firms to obtain professional liability
insurance if in the board's discrction such insurance provides additional and
neccessary protection for the public; and

(9) Any other rule which the board finds necessary or appropriate to
implement this chapter.

*Sec. 5. Section 24, chapter 234, Laws of 1983 and RCW 18.04.065
are each amended to read as follows:

The board shall set its fees at a level adequate to pay the costs of ad-
ministering this chapter. All fees shall be deposited into an account in the
state treasury known as the certified public accountants' account.

*Sec, 5 was vetoed, see message at end of chapter.

Sec. 6. Scction 7, chapter 234, Laws of 1983 as amended by scction 3,
chapter 57, Laws of 1985 and RCW 18.04.105 are cach amended to rcad 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
scction, means 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 re-
quirement only if there is a substantial connection between the lack of good
character of the applicant and the professional responsibilities of a licensce
and if the finding by the board of lack of good character is supported by a
preponderance of evidence. When an applicant is found to be unqualified for
a certificate becausc of a lack of good character, the board shall furnish the
applicant a statement containing the findings of the board and a notice of
the applicant's right of appeal,

(b) Who has ((abaccataurcatedegree—conferred—bya—cotege—or-uni=
versity—recognized—by-the—board,and—whose—cducationat-progranm—inctuded
an—accounting—concentration—or—its—equivatent,—and-retated—subjects)) met

such cducational standards established by rule as the board determines to

be appropriate; and
(c) Who has passed a written examination in accounting, auditing, and
rclated subjects the board dclcrmmcs to bc appropnatc
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bttt s cducationa] Fifeati ble—subst; ;
3})) The examination described in subsection (1)(c) of this scction
shall be held by the board and shall take place as often as the board deter-
mines to be desirable, but at least once a year. The board may use all or
any part of the examination ((and)) or grading service of the American In-
stitute of Certified Public Accountants or National Association of State
Boards of Accountancy to assist it in performing its duties under this
chapter.
((tHApersonmwho-has-met-theeducationat requirementsof-subsection
Hytby-of-thi o ‘ e withi tundred

€5))) (3) The board may, by rule, provide for granting credit to a per-
son for satisfactory completion of a written examination in any one or more
of the subjects specified in subsection (1)(c) of this section given by the li-
censing authority in any other state. These rules shall include requirements
the board determines to be appropriate in order that any examination ap-
proved as a basis for any credit shall, in the judgment of the board, be at
lcast as thorough as the most recent examination given by the board at the
time credit is granted.

(4) The board may, by rule, prescribe the terms and conditions under
which a person who passes the examination in one or more of the subjects
indicated in subsection (1)(c) of this section may be recxamined in only the
remaining subjects, giving credit for the subjects previously passed. It may
also provide by rule for a reasonable waiting period for a person's reecxami-
nation in a subject he or she has failed. A person is entitled to any number
of reexaminations, subject to this subsection and any other rules adopted by
the board.

(5) A person passing the cxamination in any one or morc subjects
specified in subsection (1)(c) of this section shall meet the educational re-
quircments of subscction (1)(b) of this section in eflect on the date the per-
son successfully completes the requirements of subsection (1)(c) of this
section. The board may provide, by rule, for ecxceptions to prevent what it
determines to be undue hardship to applicants.

(6) The board shall charge cach applicant an examination fee for the
initial examination under subscction (1) of this section, or for recxamination
under subscction ((t5))) (4) of this section for cach subject in which the
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applicant is recxamined((;or-forevahmtion-of-aperson'seducationat-quati=
fications—under—subsection—{2y-ofthis—section)). The applicable fee shall be

paid by the person at the time he or she applies for examination, reexami-
nation, or cvaluation of educational qualifications. Fees for examination, re-
examination, or cvaluation of educational qualifications shall be determined
by the board under chapter 18.04 RCW. There is established in the state
treasury an account to be known as the certified public accountants' ((ex=
amimation)) account. All fees received from candidates to take any or all
sections of the certified public accountant examination ((shatt-be-deposited
by-the-board-into-this—account,and—funds—appropriated—from-the-account))
shall be used only for costs ((directly)) related to the cxamination. All
carnings of investments of balances in the certified public accountants'
((examimatton)) account shall be credited to the general fund.

(7) Persons who on ((Fuly+1983)) Junc 30, 1986, held certified pub-
lic accountant certificates previously issued under the laws of this statc shall
not be required to obtain additional certificates under this chapter, but shall
otherwise be subject to this chapter. Certificates previously issued shall, for
all purposes, be considered certificates issued under this chapter and subject
to its provisions.

(8) ((ta)yPersons—whoon—htly—+—1983;hold-registrations—as—ticensed

) Persons who held qualifications as licensed public accountants
but who do not hold annual permits to practice on July 1, 1983, are not cn-
titled to engage in the practice of public accounting under this chapter
((untess—theymeet—therequirements—imposed—by-this—chapter—for—certifred
pubticaccountants)). ((Fhese)) No person((s)) shall ((not)) use the term

"licensed public accountant((s))" or the designation "LPA."

(9) A certificate of a "certified public accountant” under this chapter is
issucd on a biennial basis with rencwal subject to requirements of continu-
ing professional education and payment of fees, prescribed by the board.

(10) The board shall adopt rules providing for continuing professional
cducation for certified public accountants. The rules shall:

(a) Provide that a certified public accountant holding a certificate on
the effective date of this act shall verify to the board that he or she has
completed at least ten days or an accumulation of cighty hours of continu-
ing professional education during the last two-year period to maintain the
certificate;

(b) Establish continuing professional education requircments;
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(c) Establish when newly certificated public accountants shall verify
that they have completed the required continuing professional education;
and

(d) Establish proccedings for revocation, suspension, and reinstatement
of certificates for failurc to mect the continuing professional education
requirement.

(11) Failure to furnish verification of the completion of the continuing
professional cducation requircment constitutes grounds for revocation, sus-
pension, or failure to renew the certificate, unless the board determines that
the failurc was duc to recasonable cause or excusable neglect.

Scc. 7. Scction 8, chapter 234, Laws of 1983 and RCW 18.04.185 are
cach amended to read as follows:

(1) Application for certification as certified public accountants by per-
sons who arc not residents of this state constitutes appointment of the sec-
retary of state as an agent for scrvice of process in any action or procecding
against the applicants arising from any transaction, activity, or operation
connected with or incidental to the practice of public accounting in this
state by nonresident holders of certified public accountant certificates.

(2) Application for a biennial ((permit)) license to practice public ac-
counting in this statec by a certified public accountant or CPA firm who
holds a license or permit to practice issucd by another state constitutes the
appointment of the secretary of state as an agent for service of process in
any action or procceding against the applicant arising from any transaction
or operation connected with or incidental to the practice of public account-
ing in this state by the holder of the bicnnial ({(permiit)) license to practice.

Scc. 8. Scction 9, chapter 234, Laws of 1983 and RCW 18.04.195 arc
cach amended to rcad as follows:

(1) A sole proprictorship engaged in this state in the practice of public
accounting shall license biennially with the board as a firm.

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

(b) The person shall be a certified public accountant holding a license
to practicc under RCW 18.04.215.

(c) Each resident licensce in charge of an office of the sole proprictor-
ship cngaged 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 ac-
counting shall ((register)) license biennially with the board as a partnership
of certified public accountants, and shall meet the following requirecments:

(a) The principal purpose and business of the partnership shall be to
furnish services to the public which are consistent with this chapter and the
rules of the board;
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(b) At least one general partner of the partnership shall be a certified
public accountant holding a ({permit)) license to practice under RCW
18.04.215;

(c) Each resident ((mamager)) licensee in charge of an office of the
partnership in this state and each resident partner personally engaged with-
in this state in the practice of public accounting ((as-amemberin—theof-
fice)) shall be a certified public accountant holding a ((permit)) license to
practice under RCW 18.04.215.

((€2))) (3) A corporation organized for the practice of public account-
ing and engaged in this state in the practice of public accounting shall
({register)) license bicnnially with the board as a corporation of certified
public accountants and shall meet the following requirements:

(a) The principal purpose and business 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 sharcholder of the corporation shall be a certified public ac-
countant of some state holding a ((permit)) license to practice and shall be
principally employed by the corporation or actively engaged in its business.
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 au-
thority over the practice of public accounting by the corporation shall be a
certified public accountant of some state holding a ((permit)) license to
practice;

(c) At least onc sharcholder of the corporation shall be a certified
public accountant holding a ((permit)) license to practice under RCW
18.04.215;

(d) Each resident ((mamager)) licensee in charge of an office of the
corporation in this statc and ecach sharcholder or dircctor personally en-
gaged within this state in the practice of public accounting shall be a certi-
fied public accountant holding a ({permit)) license to practice under RCW
18.04.215;

() A written agrecment shall bind the corporation or its sharcholders
to purchase any shares offered for sale by, or not under the ownership or
effective control of, a qualified sharcholder, and bind any holder not a qual-
ified sharcholder to secll the shares to the corporation or its qualified share-
holders. The agreement shall be noted on cach certificate of corporate stock.
The corporation may purchase any amount of its stock for this purpose,
notwithstanding any impairment of capital, as long as one share remains
outstanding; and

(f) The corporation shall comply with any other rules pertaining to
corporations practicing public accounting in this statc as the board may
prescribe.

((63))) (4) Application for ((registration—of)) a license as a ((partrer=
ship-or-corporation)) firm shall be made upon the affidavit of ((a—generat))
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the proprictor or person designated as managing partner or sharcholder
((whots)) for Washington. This person shall be a certified public account-
ant holding a ((permit)) license to practice under RCW 18.04.215. The
board shall determine in cach case whether the applicant is cligible for
((regtstraton)) a license. A partnership or corporation which is ((so-regis
tcrcd-and-whch-imlﬂs—a-pmmt)) licensed to practice under RCW 18.04.215

may usc the designation " "certified public public accountants” or "CPAs" in con-
nection with its partnership or corporate name. The board shall be given
notification within ((thirty)) nincty days after the admission or withdrawal
of a partner or sharcholder engaged in this state in the practice of public
accounting from any partnership or corporation so ((registered)) licensed.

((64))) (5) Fees for the ((rcgntr:rhon-of-paﬁncrshps-orcorpor:rhom))
license as a firm and for notification of the board of the admission or with-
drawal of a partner or sharcholder shall be determined by the board. Fees
shall be paid by the ((applicant)) firm at the time the ((registration)) li-
cense application form or notice of admission or withdrawal of a partner or
sharcholder is filed with the board.

Scc. 9. Section 10, chapter 234, Laws of 1983 and RCW 18.04.205 are
cach amended 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 under this chapter bicnnially.

(2) Each officc shall be under the direct supervision of a resident
((mamager)) licensee holding a ((permit)) license to practice under RCW
18.04.215 who may be ((either)) a solc proprictor, partner, principal share-
holder, or a staff employee.

((29)) (3) The board shall by rule prescribe the procedure to be fol-
lowed to register and maintain offices established in this state for the prac-
tice of public accounting.

((63))) (4) Fees for the registration of offices shall be determined by
the board. Fees shall be paid by the applicant at the time the registration
form is filed with the board.

Secc. 10. Scction 11, chapter 234, Laws of 1983 and RCW 18.04.215
are cach amended to read as follows:

(1) Biennial ((permits)) licenses to engage in the practice of public ac-
counting in this state shall be issued by the board:

(a) To holders of certificates as certificd public accountants who have
demonstrated, in accordance with rules issued by the board, onc year of
public accounting expericnce, or such other expericnce or employment
which the board in its discretion regards as substantially cquivalent;

(b) To ((partnerships-and-corporations-registered)) firms under RCW
18.04.195, if all offices of the ((pmmcrshms-a-nd-cnrporzmom)) firm in this

state are maintained and registered as required under RCW 18, 04.205.
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(2) All ((permits)) licenses to practice ((for)) issued to persons born in
an ¢ven—-numbered year expire on the last day of June ((Hﬂﬁhzrﬂ—bc—for
one—year—and—may—be-renewed—fora—period-oftwo—years)) of cach cven—

numbered year. All ((permits)) licenses to practice ((for)) issucd to persons
born in an odd-numbered ycar expire on the last day of June (19 ((+985-shalt
be—for-two—years—and-mayberencwed-fora—period-of-two-years)) of cach
odd-numbered year. Renewals of ((permrits)) licenses to practice issued to
individuals under subsection (1) (a) ((or—b})) of this scction shall be issued
in accordance with subscction ((£3})) (4) of this section. Applicants for is-
suance or renewal of ((permits)) licenses shall, at the time of filing their
applications, list with the board all states in which they hold or have applied
for permits or licenses to practice.

((€2))) (3) A certificd public accountant who holds a permit or license
issucd by another state, and applics for a ((permit)) license in this state,
may practice ((accounting)) in this state from the date of filing a completed
application with the board, until the board has acted upon the application.

((63))) (4) As a prerequisite to renewal of a ((permit)) license, a per-
son practicing public accounting shall submit to the ((Washington—state))

board ((of-accountancy)) satisfactory proof of having completed ten days or
an accumulation of cighty hours of continuing education recognized and

approved by the board during the preceding two yecars. Failure to furnish
this evidence as required constitutes grounds for revocation, suspension, or
refusal to renew the ((permit)) license in a proceeding under RCW 18.04-
.295, unless the board determines the failure to have been due to reasonable
cause or cxcusable neglect.

The board((;)) in its discretion((;)) may recnew a bicnnial ((permit))
license to practice despite failure to furnish evidence of compliance with re-
quirements of continuing profcssional education upon condition that the ap-
plicant follow a particular program of continuing professional education. In
issuing rules and individual orders with respect to continuing professional
cducation requirements, the board, among other considerations, may rely
upon guidelines and pronouncements of recognized educational and profes-
sional associations, may prescribe course content, duration, and organiza-
tion, and ((shal)) may take into account the accessibility of continuing
cducation to applicants and instances of individual hardship.

((£8))) (5) Fees for biennial ((permits)) licenses to engage in the prac-
tice of public accounting in this state shall be determined by the board un-
der chapter 18.04 RCW. Fees shall be paid by the applicant at the time the
((registration)) application form is filed with the board. The board, by rule,
may provide for proration of fees for licenses issued between normal renew-
al dates.

Scc. 11, Section 12, chapter 234, Laws of 1983 and RCW 18.04.295
are each amended to read as follows:

[1285]



Ch. 295 WASHINGTON LAWS, 1986

((Afternoticeand-hearing-asprovided—mrREW18:04:320; theboard

revoke,suspend;-or-refuse-to-renewany-permit-to-practice; or-may-—censure
the-holder-of a-permit-for-ome-ora—combimation)) The board of accountancy

shall have the power to revoke, suspend, or refuse to renew the license of
any certified public accountant for any of the following causes:

(1) Fraud or deceit in obtaining a certificate as a certified public ac-
countant, ((ortmobtaining-registratiomunder—this—et;)) or in obtaining a
((permit)) license to practice public accounting under RCW 18.04.215;

(2) Dishonesty, fraud, or ((gross)) negligence in the practice of public
accounting;

(3) A violation of any provision of this ((act)) chapter;

(4) A violation of a rule of professional conduct promulgated by the
board under the authority granted by this ((act)) chapter;

(5) Conviction of a crime or an act constituting a crime under:

(a) The laws of this state;

(b) The laws of another state, and which, if committed within this
state, would have constituted a crime under the laws of this state; or

(c) Federal law;

(6) Cancellation, revocation, suspension, or refusal to renew the au-
thority to practice as a certified public accountant by any other state for
any causc other than failure to pay a fee or to meet the requirements of
continuing education in the other state;

(7) Suspension or revocation of the right to practice before any state or
federal agency((sor)).

Sec. 12, Section 13, chapter 234, Laws of 1983 and RCW 18.04.305
are each amended to read as follows:

((Afternoticeand-hearingunder REW-18:64-326-thcboard-shatt-re=

et] . . : b . fer-REW-18

. » T . 1 t t
RE“‘IE.EI.lElS'F pract l ll' I , 1, l
att-thequattfications—preseribed-under—this—chapter—{for-registration—After
noticeand-hearing as-provided-in- REW18:04:320;the-board-mayrevokeor

suspend-the-registrationrof—a—partnership-or—~corporation; nmay-revoke,—stus=
pend;orrefusetorenew-itspermit—to-practice)) The board of accountancy

may revoke, suspend, or refuse to renew the license issued to a firm if at any
time the firm does not meet the requirements of this chapter for licensing,
or for any of the causes cnumerated in RCW 18.04.295, or for any of the
following additional causes:

(1) The revocation or suspension of the certificate as a certified public
accountant or the revocation or suspension or refusal to renew the ((pers
mit)) license of any partner or sharcholder; or

(2) The ((canceltation;)) revocation, suspension, or refusal to renew the

((authority)) licensc or permit of the ((partnership-orcorporation)) firm, or
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any partner or sharcholder thereof, to practice public accounting in any
other state for any cause other than failure to pay a fee or to meet the re-
quirements of continuing professional education in the other state.

Sec. 13. Section 31, chapter 226, Laws of 1949 as amended by section
14, chapter 234, Laws of 1983 and RCW 18.04.320 arc each amended to
read as follows:

(((DProceedings—for)) In_the case of the refusal, revocation, or sus-
pension of ((thc—ccrhﬁcatc—pcrmt—nr-rcgtstrmon-of—an'y—pcﬁon—pmmr
ship;or-corporatiomrmay-be-mitiated)) a certificate or a license by the board
((on-ttrown—mohm—nrthmmphmrahny-pcrson—oron—rcctmng-nohﬁ-
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e l tests i ] rction—of

ot it denisiom byt tirirtedaveof renderinetd

deciston)) under the provisions of this chapter, such proceedings and any
appeal therefrom shall be taken in accordance with the administrative pro-
cedure act, chapter 34.04 RCW.

Scc. 14, Scction 185, chapter 234, Laws of 1983 and RCW 18.04.335
arc cach amended to read as follows:

Upon application in writing and after hearing pursuant to notice, the
board may:

(1) Reissue a certificate to a certified public accountant whose certifi-
cate has been revoked or suspended; or

(2) Modify the suspension of or reissue any ((permit)) license to prac-
tice which has been revoked, suspended, or which the board has refused 1o
renew,

Scc. 15. Section 16, chapter 234, Laws of 1983 and RCW 18.04.345
are cach amended to read as follows:

(1) No person may hold himself or hersell out to the public, or assume
or usc the designation "certified public accountant™ or "CPA" or any other
title, designation, words, letters, abbreviation, sign, card, or device tending
to indicate that the person is a certified public accountant or CPA unless
the person has received a certificate as a certified public accountant, holds a
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valid ((permit)) license to practice under RCW 18.04.215, and all of the
person's offices in this state for the practice of public accounting are main-
tained and registered under RCW 18.04.205.

(2) No ((partnership-or—corporation)) firm may hold itsclf out to the
public, or assume or usc the designation "certified public accountant” or
"CPA" or any other title, designation, words, letiers, abbreviation, sign,
card, or device tending to indicate that the ((partnership-or—corporation))
firm is composed of certified public accountants or CPAs, unless the ((part=
ners%np—orcormntmn)) firm is ((registered-asa—partnershipor—corporation
of—ccfhﬁtd—publw—acccumts)) licensed under RCW 18.04.195, holds a
valid ((permtt)) license to practice . under RCW 18.04. 215, and all offices of
the ((p‘rrtntrshtp'orccrporaﬁon)) firm in this state for the practice of pub-
lic accounting arc maintained and registered under RCW 18.04.205.

(3) No person, partnership, or corporation may hold himself, herself,
or itsclf out to the public, or assume or usc along, or in conncction with his,
hers, or its name, or any other name the title or designation "certified ac-
countant,” "chartered accountant,” ((*enrottedaccountant;®)) "licensed ac-
countant,” ((*registered—accountant"—accredited—accountant;t)) "public
accountant,” or any other titlc or designation likely to be confused with
"certified public accountant” or any of the abbreviations "CA," ((“*EA"
RASE)) "LA," (("AASY)) or "PA," or similar abbreviations likely to be
confused with "CPA." However, nothing in this chapter prohibits usc of the
title "accountant” by any person regardless of whether the person has been
granted a certificate or holds a ((permit)) license under this chapter.

(4) No person may sign, affix, or associate his or her name or any trade
or assumed name uscd by the person in his or her business to any report
designated as an "audit," "review," or "compilation,” unless the person
holds a biennial {(permit)) license to practice under RCW 18.04.215 and all
of the person's offices in this state for the practice of public accounting are
maintained and ((registered)) licensed under RCW 18.04.205.

(5) No person may sign, affix, or associale a ((partmership—or—corpo-
rate)) firm namec to any report designated as an "audit," "review,” or
"compilation,” unless the ({partnership—or—corporation)) firm is ((regis

tered)) licensed under RCW 18.04.195((;-holds—a—permit—topractice-under
REW)) and 18.04.215, and all of its offices in this state for the practice of

public accounting arc maintained and registered under RCW 18.04.205.

(6) No person, partnership, or corporation not holding a ((permit)) li-
censc to practice under RCW 18.04.215 may hold himsclf, herself, or itself
out to the public as an "auditor" with or without any other description or
designation by usc of such word on any sign, card, letterhead, or in any ad-
vertisement or dircctory.

(7) Nothing contained in this chapter prohibits any person who is the
holder of a valid certified public accountant certificate from assuming or
using the designation "certified public accountant™ or "CPA" or any other
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title, designation, words, letters, sign, card, or device tending to indicate
that the person is a certified public accountant.

(8) No person may assume or use the designation "certified public ac-
countant” or "CPA" in conjunction with names indicating or implying that

there is a partnership or corporation, ((or-itn—conjunctiomwith-the-designa-
tion-‘and-Company-or—and-€o-—ora-simitardesigmation;)) if there is in

fact no bona fide partnership or corporation registered under RCW
18.04.195.

(9) No person, partnership, or corporation holding a ((permit)) license
under RCW 18.04.215 may hold himself, herself, or itself out to the public
in conjunction with the designation "and Associates" or "and Assoc.” unless
he or she has in fact a partner or employee who holds a ((permit)) license
under RCW 18.04.215.

(10) No person, partnership, or corporation may hold himself, herself,
or itself out to the public for the practice of public accounting unless the
person, partnership, or corporation holds a ((permit)) license to practice
under RCW 18.04.215 and all of his or its offices in this statc are main-
tained and registered under RCW 18.04.205.

Sec. 16. Scction 34, chapter 226, Laws of 1949 as last amended by
section 17, chapter 234, Laws of 1983 and RCW 18.04.350 arc cach
amended to read as follows:

(1) Nothing in this chapter prohibits any person not a certified public
accountant from serving as an employee of, or as assistant to, a certified
public accountant or partnership composed of certified public accountants
or corporation of certificd public accountants holding a valid ((permit)) li-
censc under RCW 18.04.215. However, the employee or assistant shall not
issue any accounting or financial statement over his or her name.

(2) Nothing in this chapter prohibits a certified public accountant reg-
istered in another state, or any accountant of a foreign country holding a
certificate, degree or license which permits him to practice therein from
temporarily practicing in this state on professional business incident to his
regular practice.

(3) Nothing in this chapter prohibits a certified public accountant, a
partnership, or corporation of certified public accountants, or any of their
employees from disclosing any data in confidence to other certified public
accountants, peer review teams, partnerships, or corporations of public ac-
countants cngaged in conducting peer reviews, or any one of their employees
in connection with peer reviews of that accountant's accounting and audit-
ing practice conducted under the auspices of rccognized professional
associations.

(4) Nothing in this chapter prohibits a certified public accountant, a
partnership, or corporation of certified public accountants, or any of their
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employces from disclosing any data in confidence to any employee, repre-
sentative, officer, or committee member of a recognized professional associ-
ation, or to the board of accountancy, or any of its employees or committees
in connection with a professional ((ethics)) investigation held under the
auspices of recognized professional associations or the board of
accountancy.

(5) Nothing in this chapter prohibits any officer, employee, partner, or
principal of any organization:

(a) From aflixing his or her signaturc to any statement or report in
reference to the affairs of the organization with any wording designating the
position, title, or office which he or she holds in the organization; or

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

(6) Nothing in this chapter prohibits any person, or partnership or
corporation composed of persons not holding a ((permit)) license under
RCW 18.04.215 from offering or rendering to the public bookkeeping, ac-
counting, and tax services, including devising and installing systems, finan-
cial information or data, or preparing financial statements, written
statements describing how such financial statements were prepared, or sim-
ilar services, provided that persons, partnerships, or corporations not holding
a ((permit)) license under RCW 18.04.215 who offer or render these ser-
vices do not designate any written statement as an "audit report,” "review
report,” or "compilation report,” do not issuc any written statement which
purports to cxpress or disclaim an opinion on financial statements which
have been audited, and do not issuc any written statement which expresses
assurance on financial statements which have been reviewed.

(7) Nothing in this chapter prohibits any act of or the usc of any words
by a public official or a public employce in the performance of his or her
dutics.

Sec. 17. Section 37, chapter 226, Laws of 1949 as amended by section
20, chapter 234, Laws of 1983 and RCW 18.04.380 are cach amended to
read as follows:

The display or presentation by a person of a card, sign, advertisement,
or other printed, engraved or written instrument or device, bearing a per-
son's name in conjunction with the words "certified public accountant" or
any abbreviation thereof, or "licensed public accountant” or any abbrevia-
tion thereof, or "public accountant” or any abbreviation thereof, shall be
prima facic evidence in any action brought under this chapter that the per-
son whose name is so displayed, caused or procured the display or presenta-
tion of the card, sign, advertisement, or other printed, engraved, or writien
instrument or device, and that the person is holding himself or herself out to
be a certified public accountant or a public accountant holding a ((permit))
license to practice under this chapter. In any such action, cvidence of the
commission of a single act prohibited by this chapter is sufficient to justify
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an injunction or a conviction without evidence of a general course of
conduct.

Secc. 18. Scction 38, chapter 226, Laws of 1949 as amended by scction
21, chapter 234, Laws of 1983 and RCW 18.04.390 arc cach amended to
read as follows:

(1) In the absence of an express agreement between the certified public
accountant and the client to the contrary, all statements, records, schedules,
working papers, and memoranda madc by a certified public accountant in-
cident to or in the course of professional service to clients, except reports
submitted by a certified public accountant to a client, are the property of
the certified public accountant.

(2) No statement, record, schedule, working paper, or memorandum
may be sold, transferred, or bequeathed without the consent of the client or
his or her personal representative or assignee, to anyone other than one or
more surviving partners, sharcholders, or new partners or new sharcholders
of the accountant or corporation, or any combined or merged partnership or
corporation, or successor in interest ((to-thepartnershipor-corporation)).

{3) A licensee shall furnish to his or her client or former client, upon
request and reasonable notice:

(a) A copy of the licensee's working papers, to the extent that such
working papers include records that would ordinarily constitute part of the
client's records and are not otherwise available to the client; and

(b) Any accounting or other records belonging to, or obtained from or
on behalf of, the client that the licensee removed from the client's premises
or received for the client's account; the licensee may make and retain copies
of such documents of the client when they form the basis for work done by
him or her.

Scc. 19. Section 23, chapter 234, Laws of 1983 and RCW 18.04.405
are cach amended to read as follows:

(1) A certificd public accountant, a partnership or corporation of cer-
tified public accountants, or any of their employces shall not disclose any
confidential information obtained in the course of a professional transaction
cxcept with the consent of the client or former client or as disclosure may
be required by law, legal process, the standards of the profession, or as dis-
closurc of confidential information is permitted by RCW 18.04.350 ((¢2)))
(3) and ((63})) (4) in connection with peer reviews and ((ethics))
investigations.

(2) This section shall not be construed as limiting the authority of this
state or of the United States or an agency of this state or of the United
States to subpoena and use such information in connection with any inves-
tigation, public hearing, or other proceeding, nor shall this section be con-
strued as prohibiting a certified public accountant whose professional
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competence has been challenged in a court of law or before an administra-
tive agency from disclosing confidential information as a part of a defense
to the court action or administrative proceeding.

Sec. 20. Scction 34, chapter 234, Laws of 1983 and RCW 18.04.901
arc each amended to read as follows:

If any provision of this ({(act)) chapter or its application to any person
or circumstance is held invalid, the remainder of the ((act)) chapter or the
application of the provision to other persons or circumstances is not
affected.

NEW SECTION. Sec. 21. The following acts or parts of acts are each
repealed:

(1) Section 30, chapter 234, Laws of 1983 and RCW 43.131.311; and

(2) Scction 31, chapter 234, Laws of 1983 and RCW 43.131.312.

Sec. 22. Section 1, chapter 234, Laws of 1983 and RCW 18.04.920 are
each amended to rcad as follows:
This chapter may be cited as the public accountancy act ((of+983)).

NEW SECTION. Secc. 23. RCW 18.04.930, 18.04.931, 18.04.932, 18-
.04.933, and 18.04.934 are cach decodified.

NEW SECTION. Sec. 24. This act is necessary for the immediate
preservation of the public peace, health, and safety, the support of the state
government and its existing public institutions, and shall take effect on July
1, 1986, except as provided in this section. Scction 5 of this act shall not
become cffective if sections 90(1) and 4 of Engrossed Substitute House Bill
No. 1758 become law.

Passed the Scnate March 12, 1986.

Passed the Housc March 12, 1986.

Approved by the Governor April 4, 1986, with the exception of certain
items which were vetoed.

Filed in Office of Secretary of State April 4, 1986.

Note: Governor's explanation of partial veto is as follows:

"I am returning herewith, without my approval as to scction 5, Engrossed Sen-
ate Bill No. 4725, entitled:

"AN ACT Relating to accountancy.”

The intent of the new language in section 5 is to create a new fund in the state
treasury for reccipt of all fees collected by the Board of Accountancy. Unfortunately,
the new account is not properly created. Additionally, there is no appropriation from
the new account. If this language is not vetoed, all the fees which currently go into
the Certificd Public Accountant Examination Account would be diverted to the new
account. Because the account is improperly created and there is no appropriation,
failure to veto this section would leave the Board without operating funds. For these
reasons, | am vetoing scction S.

With the exception of section 5, Engrossed Senate Bill No. 4725 is approved.”
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