State of South Dakota

SEVENTY-SEVENTH SESSION
LEGISLATIVE ASSEMBLY, 2002
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400H0349
SENATEBILL No. B0

I ntroduced by: The Committee on Commerce at the request of the Department of Commerce
and Regulation

FOR AN ACT ENTITLED, An Act to regulate the practice of accountancy.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF SOUTH DAKOTA:

Section 1. That sections 36-20A-1 to 36-20A-36, inclusive, be repealed.

Section 2. That chapter 36-20A be amended by adding thereto a NEW SECTION to read

asfollows

Termsas used in this chapter mean:

(1)) "Board,"theSouth DakotaBoard of Accountancy established pursuant to thischapter
or its predecessor;

(2) "Certificate" a certificate as a certified public accountant issued pursuant to this
chapter or corresponding provisons of prior law, or a corresponding certificate as
certified public accountant issued after examination under the law of any other state;

(3) "Client," aperson or entity that agrees with a licensee to receive any professonal
service other than an employer-employee relationship;

(4) "CPAfirm"and"PA firm," asole proprietorship, acorporation, apartnership, or any

other form of organization permitted by law issued a permit under this chapter;
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"Compilation,” providing aserviceto be performed inaccordance with Statementson
Standards for Accounting and Review Services (SSARS) that is presenting in the
form of financial statements, information that is the representation of management
(owners) without undertaking to express any assurance on the statements,
"Domestic,” referring to a jurisdiction of a Sate;
"Foreign,” referring to a jurisdiction outside of the United States,
"License," acertificateissued pursuant to thischapter, apermit issued pursuant to this
chapter, or a registration pursuant to this chapter; or in each case, a certificate,
license, or permit issued under corresponding provisions of prior law;
"Licensee," the holder of a certificate issued pursuant to this chapter or of alicense
issued under prior law, or of apermit issued pursuant to thischapter; or in each case,
a certificate, license, or permit issued under corresponding provisions of prior law;
"Manager," manager of alimited liability company;
"Member," amember of alimited liability company;
"Peer review," astudy, appraisal, or review of one or moreaspectsof the professional
work of acertificate holder or CPA firmthat performs attest or compilation services,
by aqualified person or personswho hold certificatesand who are not affiliated with
the certificate holder or CPA firm being reviewed;
"Permit," a permit to practice public accountancy issued to a firm pursuant to this
chapter or corresponding provisons of prior law or under corresponding provisions
of the laws of other states;
"Professional,” arisng out of or related to the specialized knowledge or sKills
associated with CPAs or PAS;

"Public accountant,” a person holding a public accountant license issued pursuant to
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provisions of prior law;
"State," any state of the United States, the District of Columbia, Puerto Rico, theU.S.
Virgin Idands, and Guam;
"Subgtantial equivalency,” a determination by the board or its designee that the
education, examination, and experience requirements contained in the statutes and
adminidrative rules of another jurisdiction are comparable to, or exceed the
education, examination, and experience requirementscontai ned inthischapter or that
an individua CPA's education, examination, and experience qualifications are
comparable to or exceed the education, examination, and experience requirements

contained in this chapter.

Section 3. That chapter 36-20A be amended by adding thereto a NEW SECTION to read

asfollows:

For the purposes of this chapter, attest means providing the following financial statement

Services.

(1)

(2)

3)

(4)

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

Any review of a financial statement to be performed in accordance with the
Statements on Standards for Accounting and Review Services (SSARS);

Any examination of prospective financia information to be performed in accordance
with the Statements on Standards for Attestation Engagements (SSAE); and
Theissuance of any report prescribed by the Statements on Auditing Standards, the
Statements on Standards for Accounting and Review Services, or the Statements on
Standardsfor Attestation Engagements on any servicesto which those statementson

standards apply, indicating that the service was performed in accordance with



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

-4 - SB 50
standards established by the American Ingtitute of Certified Public Accountants.

The statements on standards specified in this definition shall be adopted by reference by the
board, by rule promulgated pursuant to chapter 1-26, and shall be those devel oped for general
application by recognized national accountancy organizations.

Section 4. That chapter 36-20A be amended by adding thereto a NEW SECTION to read
asfollows.

For the purposes of this chapter, the term, report, if used with reference to financial
statements, meansan opinion, report, or other form of language that states or impliesassurance
asto therdiability of any financial statementsor assertion. It alsoincludesor isaccompanied by
any statement or implication that the person or firm issuing it has special knowledge or
competence in accounting or auditing and that the service reported upon was performed under
standardsfor such servicesestablished by the American I nstitute of Certified Public Accountants.
Such a statement or implication of special knowledge or competence may arise from use by the
issuer of the report of names or titles indicating that the person or firm is an accountant or
auditor, or fromthelanguageof thereport itsalf. Theterm, report, includesany form of language
which disclaims an opinion when such form of language is conventionally understood to imply
any positive assurance as to the rdiability of the financial statements referred to or special
competence on the part of the person or firm issuing such language or both; and it includes any
other form of languagethat isconventionally understood to imply such assurance or such special
knowledge or competence or both.

Section 5. That chapter 36-20A be amended by adding thereto a NEW SECTION to read
asfollows

Thereis created the South Dakota Board of Accountancy, which has responsibility for the

administration and enforcement of this chapter. The board consists of sx members, al of whom
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shall be residents of this state. Five members shall be appointed by the Governor for four-year
terms. Four of the appointed members shall be holders of active certificates and three of these
shall beinthe practice of public accountancy. One appointed member shall be alay member who
is not a holder of a certificate under this chapter but shall have had professional or practical
experience in the use of accounting services and financial statements, so as to be qualified to
makejudgments about the qualifications and conduct of persons and firms subject to regulation
under this chapter. The auditor general shall serve as an ex officio member. Any vacancy
occurring during aterm shall be filled by appointment by the Governor for the unexpired term.
Upon the expiration of the member's term of office, a member shall continue to serve until a
successor isappointed and takes office. Any member of the board whose certificate isrevoked
or suspended shall automatically cease to be a member of the board, and the Governor may
remove any member of the board for cause. No person who has served two success ve compl ete
termsisdigiblefor reappoi ntment, but appointment to fill an unexpired term isnot considered
a complete term for this purpose.

Section 6. That chapter 36-20A be amended by adding thereto a NEW SECTION to read
asfollows.

The board shall elect annually from among its members a chair, vice chair, and secretary-
treasurer. A quorum for the transaction of board business shall consist of a mgjority of the
members. Theboard shall meet at such timesand places as may be determined by theboard. The
board shall have a seal which shall bejudicialy noticed. The board shall retain or arrangefor the
retention of al applications and all documents under oath that are filed with the board and also
recordsof itsproceedings, and it shall maintainaregistry of the namesand addressesof all active
licensees under this chapter. The board may maintain a registry of the names and addresses of

all other licensees. Inany proceeding in court, whether civil or criminal, arisng out of or founded
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upon any provision of this chapter, copies of any records certified astrue copies under the seal
of the board are admissible in evidence as tending to prove the contents of the records.

Section 7. That chapter 36-20A be amended by adding thereto a NEW SECTION to read
asfollows

The board is within the Department of Commerce and Regulation and shall submit reports
of its activities in the form and at such times as required by the secretary of commerce and
regulation.

Section 8. That chapter 36-20A be amended by adding thereto a NEW SECTION to read
asfollows.

All money coming into the custody of the board each calendar month shall be paid by the
board to the state treasurer on or beforethe tenth day of the next month. The statetreasurer shall
credit the money to the South Dakota Board of Accountancy fund. The money in the South
Dakota Board of Accountancy fund is continuoudy appropriated to the board for the purpose
of paying the expense of administering and enforcing the provisions of this chapter. However,
the total expense incurred may not exceed the total money collected by the board under the
provisions of this chapter.

Section 9. That chapter 36-20A be amended by adding thereto a NEW SECTION to read
asfollows

Each member of the board shall be paid an amount established by law for each day or portion
thereof spent in the discharge of the member's official duties and shall be reimbursed for the
member’ s expensesincurred in the discharge of the member's official dutiesin accordance with
the schedule adopted by the Board of Finance for state employees.

Section 10. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:
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Theboard may employ an executive director and such other personnel asit deems necessary

in its administration and enforcement of this chapter. The board may appoint committees or
personsto adviseor assig it in such administration and enforcement. The board may retain legal
counsel to advise and assist it in addition to the advice and assistance provided by the attorney
general.

Section 11. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows.

In addition to any other power granted to the board, the board may take any action that is

necessary and proper to effectuate the purposes of this chapter, including:

(1) Thepower to sue and be sued in its official name as an agency of this state;

(2) To issue subpoenas to compel the attendance of witnesses and the production of
documents,

(3) Toadminister oaths;

(4) Totaketestimony and to cooperate with the appropriate authoritiesin other statesin
investigation and enforcement concerning violations of this chapter and comparable
acts of other states; and

(5) Toreceve evidence, concerning all matters within the scope of this chapter.

In case of disobedience of asubpoena, the board may invokethe aid of any court inrequiring

the attendance and testimony of witnesses and the production of documentary evidence.

Section 12. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows.

The board, its members, and its agents are immune from personal liability for actions taken

in good faith in the discharge of the board's responsibilities, and the state shall hold the board,

its members, and its agents harmless from all costs, damages, and attorneys fees arising from
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claims and suits against them with respect to matters to which such immunity applies.

Section 13. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:

Theboard may promulgate rules, pursuant to chapter 1-26, governing itsadministration and

enforcement of this chapter and the conduct of licensees, including:

(1)
(2)
3)

(4)

(5)

(6)

(7)

(8)

Rules governing the board's meetings and the conduct of its business,

Rulesof proceduregoverning the conduct of investigationsand hearingsby theboard;
Rules specifying the fees, educational and experience qualifications required for the
issuance of certificates, the date for renewal of firm permits and certificates, and the
continuing professional education required for renewal of certificates,

Rules of professonal conduct to control the quality and integrity of the practice of
public accountancy by licensees, covering such areas asindependence, integrity, and
objectivity; competence and technical and professional standards; responsbilities to
the public; and respongbilitiesto clients;

Rules governing the manner and circumstances of use by holders of certificates who
do not practicepublic accountancy, asdefined under thischapter, of thetitlescertified
public accountant and CPA;

Rules specifying proceduresand feesfor registration of certificate holderswho do not
practice public accountancy, as defined under this chapter;

Rules governing the manner and circumstances of use by holders of licenses issued
under prior law who do not practice public accountancy, as defined under this
chapter, of the titles public accountant and PA;

Rules specifying procedures and fees for registration of license holders who do not

practice public accountancy, as defined under this chapter;
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Rulesregarding peer review pursuant to this chapter;
Rules specifying peer review administrative fees;
Rulesspecifying proceduresand feesfor required peer review documentationnot filed
in atimely manner;
Rules specifying feesfor examination and reexamination and issuance of acertificate;
Rules specifying procedures and fees for proctoring applicants from another
jurisdiction;
Rules specifying the procedures and fees for initial issuance or renewal of a firm
permit;
Rules governing the application and feesfor amodification of adisciplinary action or
reissue of a certificate or firm permit;
Rules governing the methods, digibility, and requirements for applying for
examination and reexamination;
Rules specifying procedures and fees for renewal of certificates and firm permits not
filed in atimey manner;
Rules specifying procedures and fees for replacement of a certificate or permit;
Rules specifying methods and requirements for conducting the examination;
Rules specifying methods, digibility, and requirements of applying for a certificate;
Rules specifying procedures and fees for issuance of certificates and firm permits not
filed within the required period of time;
Rules defining active and inactive status of both certificate and PA license holders
who are not practicing public accountancy; and

Rules specifying procedures and fees on substantial equivalency.

Section 14. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
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asfollows

The board shall grant a certificate to any applicant who meets the requirements of good
moral character, education, examination, and experience requirements and who pays the fees
prescribed in this chapter.

Section 15. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Good moral character for purposes of section 14 of this Act means lack of a history of
dishonest or felonious acts. The board may refuseto grant a certificate on the ground of failure
to satidfy this requirement only if there is a substantial connection between the lack of good
moral character of the applicant and the professional responghbilities of a licensee and if the
finding by the board or lack of good moral character is supported by clear and convincing
evidence. If an applicant isfound to be unqualified for a certificate because of a lack of good
moral character, the board shall furnish the applicant a statement containing the findings of the
board, acomplete record of the evidence upon which the determination was based, and anotice
of the applicant's right of appeal.

Section 16. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows

Theeducation requirement for acertificate, which shall be met before one hundred daysafter
an applicant sits for the examination prescribed in this chapter, is at least one hundred fifty
semester hours of college education, including graduation from an accredited college or
university with abaccal aureateor agraduate degreein accounting, or the satisfactory completion
of a course of study which the board has determined to be substantially the equivalent of an
accounting degree, including related courses in other areas of busness administration. Such

courses of study may be in a college or university, recognized by the board.
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Section 17. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows:

The examination required to be passed as a condition for the granting of a certificate shall
be held at least annually and shall test the applicant's knowledge of the subjects of accounting,
auditing, and such other related subjects asthe board may specify by rule promulgated pursuant
to chapter 1-26. Thetimefor holding such examination shall be determined by the board and may
be changed from time to time. The board shall prescribe, by rule promulgated pursuant to
chapter 1-26, the methods of applying for and conducting the examination, including methods
for grading and determining a passing grade required of an applicant for a certificate. However,
the board shall, to the extent possible, assure that the examination, grading of the examination,
and the passing grades are uniform with those applicable in other states. The board may make
use of any part of the Uniform Certified Public Accountant Examination and Advisory Grading
Service of the American Ingtitute of Certified Public Accountants and may contract with third
parties to perform such administrative services with respect to the examination to assist it in
performing its duties.

Section 18. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows:

An applicant shall passall parts of the examination provided for inthis section to qualify for
acertificate. If at any sitting of the examination an applicant passes the number of parts specified
by the board, by rule promulgated pursuant to chapter 1-26, then the applicant shall be given
credit for those parts passed and need not sit for reexamination in those partsif:

(1) Theapplicant wrotedl partsof the examination for which the applicant doesnot have

credit at that Sitting;

(2) Theapplicant attained a minimum grade specified by the board, by rule promulgated
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pursuant to chapter 1-26, on each section not passed at that sitting;

(3) The applicant passes the remaining parts of the examination within a period of time
specified by the board, by rule promulgated pursuant to chapter 1-26, given after the
initial examination at which the first parts were passed;

(4) At each subsequent Sitting at which the applicant seeks to pass any additional parts,
the applicant writes all parts not yet passed; and

(5) Inorder toreceive credit for passng additional partsin any such subsequent sitting,
the applicant attains such grades on parts written but not passed on such sitting as
specified by the board, by rule promulgated pursuant to chapter 1-26.

Section 19. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows.

An applicant shall be given credit for any parts of an examination passed in another state if
such credit would have been given, under then applicablerequirements, if the applicant had taken
the examination in this state. The board may in particular cases waive or defer any of the
foregoing requirements regarding the circumstances in which the various parts of the
examination shall be passed, upon a showing that, by reason of circumstances beyond the
applicant's control, the applicant was unable to meet such requirement.

Section 20. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

An applicant shall passan examination covering the rulesof ethicsand professional conduct
promulgated by the board pursuant to chapter 1-26. The examination may be part of the uniform
CPA examination or may be a separate examination.

Section 21. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:
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Theboard may charge, or provide for athird-party administering the examination to charge,
each applicant a feg, in an amount prescribed by the board, by rule promulgated pursuant to
chapter 1-26, for each section of the examination or reexamination taken by the applicant.

Section 22. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

An applicant for initial issuance of a certificate under this chapter shall show that the
applicant has acquired one year of experience. This experience shall include providing any type
of service or advice involving the use of accounting, attest, management advisory, financia
advisory, tax, or consulting skills, all of which were verified by alicensee, meeting requirements
prescribed by the board, by rule promulgated pursuant to chapter 1-26. Acceptable experience
may be gained through employment in government, industry, academia, or public practice. Any
person holding avalid certificateissued by thisstate prior to July 1, 2002, isdeemed to have met
the requirements of this section.

Section 23. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

An individual who passes the examination as a South Dakota candidate may apply for a
certificate in accordance with requirements and by such date established by rule, promulgated
pursuant to chapter 1-26. The board shall grant or renew a certificate to any person who makes
application and demongtrates qualifications that are in accordance with the provisions of this
chapter igibility under the substantial equivalency standard provided in this chapter.

Section 24. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

A certificate shall be initially issued, and renewed, for a period of one year. However,

certificates shall expire on the renewal date as established by the board, by rule promulgated
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pursuant to chapter 1-26. Applications for such certificates shall be made in such form, and in
the case of applications for renewal, between such dates, as the board shall specify by rule
promulgated pursuant to chapter 1-26. The board shall grant or deny any such application no
later than ninety days after the application is filed in proper form. If the applicant seeks the
opportunity to show that issuance or renewal of a certificate was mistakenly denied, or if the
board isnot ableto determinewhether it should be granted or denied, the board may issueto the
applicant a provisonal certificate, which shall expire ninety days after itsissuance or when the
board determines whether to issue or renew the certificate for which application was made,
whichever occursfirgt.

Thefailure of an applicant to renew under this chapter does not deprive the applicant of the
right of renewal thereafter if the applicant is otherwise qualified.

Section 25. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Any holder of acertificate or registration shall relinquish such document to the board within
thirty days after such certificate or registration has been suspended or revoked.

Section 26. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Theboard shall issue acertificate to an applicant who does not qualify for reciprocity under
the substantial equivalency standard provided in thischapter but who holdsacertificate, license,
or permit issued by another state upon a showing that:

(1) The applicant passed the examination required for issuance of the applicant's

certificate with grades that would have been passing grades at thetime in this sate;

(2) The applicant had four years of experience of the type described in this chapter or

meetsequivalent requirements prescribed by the board, by rule promulgated pursuant
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to chapter 1-26, after passing the examination upon which the applicant's certificate
was based and within the ten years immediately preceding the application; and

(3) Theapplicant hasfulfilled the requirements of continuing professional education that

would have been applicableunder subdivison (2) if the applicant's certificate, license,
or permit was issued more than four years prior to the application for issuance of an
initial certificate under this chapter.

Section 27. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows

A certificate holder licensed by another state, before establishing aprincipal place of business
in this state, shall request the issuance of a certificate from the board. The board shall issue a
certificate to any applicant who obtains from the board of the other state verification that such
applicant's qualifications are substantially equivalent to the CPA licensure requirements of this
chapter.

Section 28. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

For renewal of a certificate under this chapter, a licensee shall participate in a program of
learning designed to maintain professonal competency. The program of learning shall comply
with rules, promulgated by the board pursuant to chapter 1-26. A licensee shall complete one
hundred twenty hoursof continuing educationineachthree-year renewal period. Theboard may,
by rule promulgated pursuant to chapter 1-26, establish an exception to this requirement for
certificate holders who do not perform or offer to perform for the public one or more kinds of
services involving the use of accounting or auditing skills, including issuance of reports on
financial statements or of one or more kinds of management advisory, financial advisory, or

consulting services, or the preparation of tax returnsor the furnishing of advice on tax matters.
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Any licensee granted such an exception by the board must place the word, inactive, adjacent to
their CPA title or PA title on any business card, letterhead, or any other document or device,
with the exception of their CPA certificate or PA license, on which their CPA or PA title
appears.

Section 29. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Theboard shall charge afeefor each application for initial issuance or renewal of acertificate
under thischapter inan amount prescribed by the board, by rule promul gated pursuant to chapter
1-26.

Section 30. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

An applicant for initial issuance or renewal of a certificate under this chapter shall in the
application, list any state in which the applicant has applied for or holds a certificate, license, or
permit and list any past denial, revocation, or suspension of acertificate, license, or permit. Each
holder of or applicant for a certificate under this chapter shall notify the board inwriting, within
thirty daysafter itsoccurrence, of any issuance, denial, revocation, or suspension of acertificate,
license, or permit by another state, change of address or employment, or any conviction of a
felony.

Section 31. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Theboard shall issueacertificateto aholder of asubstantially equivalent foreign designation
if the following conditions are satisfied:

(1) Theforeign authority which granted the designation makessmilar provisonto alow

a person who holds a valid certificate issued by this state to obtain such foreign
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authority's comparable designation;
The foreign designation was duly issued by a foreign authority that regulates the
practice of public accountancy, based on educational and examination requirements
established by the foreign authority or by statute and the foreign designation has not
expired or been revoked or suspended,;
The applicant received the designation, based on educational and examination
standards subgtantially equivalent to thoseineffect inthisstate at the time theforeign
desgnation was granted, and the designation was issued upon the basis of
educational, examination, and experience requirements established by the foreign
authority or by law;
The applicant passed a qualifying examination, with the examination grading and
passing gradesbeing uniformwith those applicablein other states, and an examination
acceptable to the board on the law, rules, and code of ethical conduct in effect inthis
state; and
The applicant received the designation based on educational and examination
standards subgtantially equivalent to thosein effect in thisstate at the time theforeign
desgnation was granted; completed an experience requirement substantialy
equivalent to therequirement provided inthischapter inthejurisdictionwhichgranted
theforeign designation or has completed four yearsof professional experienceinthis
state; or meets equivalent requirements prescribed by the board, by rule promul gated
pursuant to chapter 1-26, within the ten yearsimmediately preceding the application;
and passed a uniform qualifying examination consistent with national standards and

an examination on the laws, rules, and code of ethical conduct in effect in this state.

An applicant under this section shall list in the application al jurisdictions, foreign and
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domestic, in which the applicant has applied for or holds a designation to practice public
accountancy, and each holder of a certificate issued under this section shall notify the board in
writing, withinthirty daysafter itsoccurrence, of any issuance, denial, revocation, or suspension
of a designation or commencement of a disciplinary or enforcement action by any jurisdiction.
The board has the sole authority to interpret the application of the provisions of this section.

Section 32. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Any certificate holder who performs compilation servicesfor the public other than through
a CPA firm shall undergo, no more frequently than once every three years, as a condition for
renewal of a certificate, a peer review conducted in such manner as the board shall specify by
rule, promulgated pursuant to chapter 1-26. The review shall include verification that the
certificate holder hasmet the competency requirementsset out in professional standardsfor such
services.

Section 33. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Theboard shall grant or renew apermit to practiceasaCPA firmor PA firmto an entity that
makes application and demonstrates its qualifications in accordance with this chapter or to a
CPA firmoriginaly licensed in another state that establishes an office in this state. A firm with
multiplelocations shall obtain apermit for each location. A firmmust hold apermit issued under
thissection in order to provide attest servicesasdefined inthischapter or to usethetitle, CPAS,
CPA firm, PAs, or PA firm.

A permit shall be initially issued and renewed for periods of not more than one year.
However, apermit expireson the date as established by the board, by rule promul gated pursuant

to chapter 1-26 following issuance or renewal. An application for apermit shall be madein such
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form, and in the case of an application for renewal, between such datesasthe board may, by rule

promulgated pursuant to chapter 1-26, specify. If the applicant seeks the opportunity to show

that issuance or renewal of a permit was mistakenly denied or if the board is not able to

determine whether it should be granted or denied, the board may issue to the applicant a

provisonal permit, which expires ninety days after itsissuance, or when the board determines

whether to issueor renew the permit for which the application wasmade, whichever occursfirst.

Section 34. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:

An applicant for initial issuance or renewal of a permit to practice under this chapter shall

comply with the following:

(1)

(2)

Notwithstanding any other provision of law, a majority of the owners of the firm, in
terms of financia interests and voting rights, are holders of a certificate and are
licensed in some state, and such owners whose principal place of businessisin this
state and who perform professional servicesinthisstate hold avalid certificateissued
under this chapter or the corresponding provison of prior law or are public
accountants registered under this chapter. Firms may include nonlicensee owners.
However, such firms must be controlled by the majority vote of owners who are
holders of acertificate and who are licensed in some state, and such control may not
be relinquished by contract, such as through veto rights held by owners of less than
a majority of the owners. The firm and its ownership shall comply with rules
promulgated by the board pursuant to chapter 1-26. For firms of public accountants,
at least amajority of the ownersof thefirmmust be holdersof registrationsunder this
chapter;

Any CPA or PA firm asdefined in this chapter may include nonlicensee ownersif the



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

3)

(4)

(5)

(6)

-20- SB 50
firm designates a licensee of this state who is responsble for the proper registration
of the firm and identifies non-license owners to the board;

All nonlicensee owners are active individual participantsin the CPA or PA firmor an
affiliated entity;

The firm complies with such other requirements as the board may establish by rule
promulgated pursuant to chapter 1-26;

Any individual licensee who is responsible for supervisng attest or compilation
servicesand signs or authorizes another individual to sign the accountant's report on
the financial statements on behalf of the firm shall meet the experience requirements
set out in the professional standards for such services; and

Any individual licensee who signsor authorizesan individual to sign the accountant's
report on the financial statements on behalf of the firm shall meet the experience

requirement of this chapter.

An applicant 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 and compilation services

rendered inthisstate are under the charge of aperson holding avalid certificateissued under this

chapter or the corresponding provision of prior law or some other state.

Section 35. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:

An applicant for initial issuance or renewal of a permit under this chapter shall list in the

application any state in which the applicant has applied for or holds a permit asa CPA firm and

shall list any past denial, revocation, or suspension of a permit by any other state.

Section 36. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:
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Each holder of or applicant for a permit under this chapter shall notify the board in writing,
within thirty days after its occurrence, of any change in the identity of any partner, officer,
shareholder, member, or manager whose principal place of busnessisin this state, any change
inthe number or location of officeswithin this state, any change in the identity of the personin
charge of such offices, and any issuance, denial, revocation, or suspension of a permit by any
other state.

Firmsfailing to comply with the provisions of this chapter dueto changesin firm ownership
or personnel, after receiving or renewing a permit, shall take immediate corrective action to
return the firmto compliance. Theboard may grant areasonable period of timefor afirmto take
corrective action as specified by rule promulgated pursuant to chapter 1-26. Failure of the firm
to comply within a reasonable period as defined by the board shall result in the suspension or
revocation of the firm permit.

Section 37. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

The board may, by rule promulgated pursuant to chapter 1-26, require, on either auniform
or arandom basis, as a condition of renewal of firm permits pursuant to this chapter, that an
applicant undergo peer review conducted in such manner and producing such satisfactory result
asthe board may specify. However, any such requirement shall include reasonable provision for
complianceby means of an applicant furnishing evidence of asatisfactory peer review performed
for other purposes. Such review shall include a verification that individuals in the firmwho are
responsible for supervisng attest and compilation services and who sign or authorize someone
to sgn the accountant's report on the financial statements on behalf of the firm, meet the
competency requirements set out in the professonal standards for such services. Any rule

promulgated pursuant to this section shall:
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(1) Include reasonable provision for compliance by an applicant showing that it has,
within the preceding three years, undergone a peer review that is a satisfactory
equivalent to peer review generally required pursuant to this section;

(2) Reguire, with respect to a peer review contemplated by subdivison (1), that it be
subject to oversight by an oversight body established or sanctioned by board rule,
promulgated pursuant to chapter 1-26, which body shall periodically report to the
board on the effectiveness of the review program under itscharge, and provideto the
board a liging of firms that have participated in a peer review program that is
satisfactory to the board; and

(3 Require, with respect to peer review contemplated by subdivison (1), that any peer
review process be operated and any documents maintained in a manner designed to
preserve confidentiality, and that neither the board nor any third party, other than the
oversight body, may have access to documents furnished or generated in the course
of the review.

Pursuant to the peer review process, the board shall treat the reports of thereviewer and any
records submitted to the reviewer by the firm subject to review as confidential information. The
board may not disclose such information to any personsother than staff members, legal counsdl,
and other persons retained by the board to assist it in fulfilling its reponsbilities under this
chapter and the rules, promulgated by the board pursuant to chapter 1-26.

Section 38. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows

The board shall charge a fee for each application for initial issuance or renewal of a permit
in an amount prescribed by the board, by rule promulgated pursuant to chapter 1-26.

Section 39. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
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asfollows

Any person who, on the effective date of this Act, holds any license or permit as a public
accountant issued under prior law of this state may have the registration renewed upon
fulfillment of the continuing professonal education requirements for renewal of certificates
provided in this chapter, and on the renewal cycle and payment of fees therein prescribed for
renewal of certificates. Any registration not so renewed expires three years after the effective
date of thisAct. Firmsof public accountants holding permitsto practiceissued under prior law
of thisstate may havetheir permitsto practice renewed pursuant to the procedures, and subject
to the requirements for renewal of permitsto practice for firmsof certified public accountants,
provided inthischapter. So long as such public accountant licenseeshold valid registrations and
permits to practice, they may perform attest and compilation services to the same extent as
holdersof certificates, and other holdersof permits, and in addition they may usethetitle, public
accountantsand PA, but no other title. Theholder of aregistration issued under this section may
only perform attest servicesin afirm that holds a permit issued under this chapter.

Section 40. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

An application by a person or afirm not a resdent of this state for a certificate or a firm
permit to practice shall constitute appointment of the secretary of state as the applicant's agent
upon whom process may be served in any action or proceeding againg the applicant arisng out
of any transaction or operation connected with or incidental to services performed by the
applicant while a licensee within this sate.

Section 41. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

The board may, in accordance with chapter 1-26, revoke any certificate, license, or permit
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issued pursuant to this chapter or corresponding provisions of prior law or revoke or limit

privileges under thischapter; suspend any such certificate, license, or permit, or refuseto renew

any such certificate, license, or permit for a period of not more than five years, reprimand,

censure, or limit the scope of practice of any licensee; impose an administrative fine not

exceeding one thousand dollars, or place any licensee on probation, all with or without terms,

conditions, and limitations, for any one or more of the following reasons:

(1)
(2)

3)

(4)

(5)

(6)

(7)

(8)

Fraud or deceit in obtaining a certificate or permit;

Cancedllation, revocation, suspension, or refusal to renew a certificate, license, or
permit to engage in the practice of public accountancy in any other state for any
cause;

Failure, on the part of a holder of a certificate, license, or permit under this chapter
or registration under this chapter, or of a certificate, license or permit issued by
another state, to maintain compliance with the requirements for issuance or renewal
of such certificate, license, permit, or registration or to report changesto the board;
Revocation or suspension of the right to practice before any state or federal agency;
Dishonesty, fraud, or gross negligencein the performance of servicesasalicenseeor
individual granted privileges under this chapter or in thefiling or faillureto file one's
own income tax returns,

Violation of any provision of thischapter or rule, promulgated by the board pursuant
to chapter 1-26, or violation of professional standards;

Violation of any rule of professonal conduct promulgated by the board pursuant to
chapter 1-26;

Conviction of afelony, or of any crime an element of which is dishonesty or fraud,

under the laws of the United States, of this state, or of any other state if the acts
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involved would have congtituted a crime under the laws of this state;

(9) Performance of any fraudulent act while holding a certificate, license, or permit or

privilege issued under this chapter or prior law;

(10) Any conduct reflecting adversely upon thelicenseg'sfitnessto perform serviceswhile

alicensee, or individual granted privileges under this chapter;

(11) Making any falseor mideading statement or verification, in support of an application

for a certificate, registration, or permit filed by another; and

(12) Dishonesty or gross negligence in the performance of peer reviews.

In lieu of or in addition to any remedy specifically provided in this section, the board may
require of a licensee a peer review conducted in such manner as the board may specify or
satisfactory completion of such continuing professional education programs as the board may
specify, or both.

In any proceeding inwhich aremedy provided by thissection isimposed, the board may also
require the respondent licensee to pay the costs of the proceeding.

Section 42. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Theboard may, upon recel pt of acomplaint or other information suggesting violationsof this
chapter or of the rules of the board, conduct investigations to determine whether there is
probable cause to ingtitute proceedings under chapter 1-26 or of thischapter against any person
or firmfor such violation. However, no investigation under this section may be aprerequisiteto
such proceedings in the event that a determination of probable cause can be made without
investigation. In aid of such investigations, the board or the chair thereof may issue subpoenas
to compe witnesses to testify and to produce evidence.

Section 43. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
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asfollows

Theboard may designateamember, or any other person of appropriate competence, to serve
as investigating officer to conduct an investigation. Upon completion of an investigation, the
investigating officer shal fileareport with the board. The board shall find probable cause or lack
of probable cause upon the basis of the report or shall return the report to the investigating
officer for further investigation. Unless there has been a determination of probable cause, the
report of the investigating officer, the complaint, if any, the testimony and documents submitted
in support of the complaint or gathered in the investigation, and the fact of pendency of the
investigation shall betreated as confidential information and may not be disclosed to any person
except law enforcement authorities and, to the extent deemed necessary in order to conduct the
investigation, the subject of the investigation, personswhose complaintsare being investigated,
and witnesses questioned in the course of the investigation.

Section 44. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Upon a finding of probable cause, if the subject of the investigation is a licensee or an
individual with privilegesunder thischapter, the board shall proceed in accordance with chapter
1-26. If the subject of theinvestigationisnot alicensee or anindividual with privilegesunder this
chapter, the board shall take appropriateaction under thischapter. Upon afinding of no probable
cause, the board shall close the matter and shall thereafter release information relating thereto
only with the consent of the person or firm under investigation.

Section 45. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

The board may review the publicly available professional work of licensees or an individual

with privileges under this chapter on ageneral and random basis, without any requirement of a



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

- 27 - SB 50
formal complaint or suspicion of impropriety on the part of any particular licensee. If, asaresult
of such review, the board discovers grounds for a more specific investigation, the board may
proceed as prescribed under this chapter.

Section 46. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

If probable cause with respect to a violation by a licensee or an individual with privileges
granted under this chapter has been determined by the board, or upon receipt of notice of a
decision by the board of another state furnishing grounds for a determination of probable cause,
the board may issue a complaint setting forth appropriate charges and set a date for hearing
before the board on such charges. If acomplaint isissued and a hearing date set, the board shall,
not lessthan thirty daysprior to the date of the hearing, serve a copy of the complaint and notice
of the time and place of the hearing upon the licensee or an individual with privileges granted
under this chapter, together with a copy of the board's rules governing proceedings under this
section, either by personal ddlivery or by mailing acopy thereof by registered mail to thelicensee
at the licensee's address, last known to the board. In the case of an individual exercising
privileges under this chapter, service shall be by certified or registered mail to the address last
known to the board, or pursuant to chapter 1-26.

Section 47. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows

A licensee or anindividual with privileges under this chapter against whom acomplaint has
been issued under this section may, reasonably in advance of the hearing, examine and copy the
report of investigation, if any, and any documentary or testimonial evidence and summaries of
anticipated evidenceintheboard'spossess on rel ating to the subject matter of the complaint. The

board shall adopt rules, promul gated pursuant to chapter 1-26, governing proceedingsunder this
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section to specify the manner in which such right may be exercised.

Section 48. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

The respondent licensee or an individual with privileges granted under this chapter may
appear at the hearing in person or, in the case of a firm, through a partner, officer, director,
shareholder, member, or manager, and by counsdl, examine witnesses and evidence presented
in support of the complaint, and present evidence and witnesses on the licensee's or an
individual's own behalf. The licensee or an individual granted privileges under this chapter is
entitled, on application to the board, to the issuance of subpoenas to compel the attendance of
witnesses and the production of documentary evidence.

Section 49. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

The evidence supporting the complaint shall be presented by the investigating officer, by a
board member designated for that purpose, or by counsdl. A board member who presents the
evidence, or who has conducted the investigation of the matter under this chapter, may not
participate in the board's decision of the matter.

Theboard shall be advised by counsdl, who may bethe same counseal who presentsor assists
in presenting the evidence supporting the complaint.

A stenographic or e ectronic record may be made and filed with the board. A transcript need
not be prepared unless review is sought or the board determines that there is other good cause
for its preparation.

A recorded vote of amajority of all members of the board, other than members disqualified
by reason of thissection, isrequired to sustain any chargeandto impose any penalty with respect

thereto.
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Section 50. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

If after service of a complaint and notice of hearing the respondent licensee fails to appear
at the hearing, the board may proceed to hear evidence againgt the licensee or an individual
granted privileges under this chapter and may enter an order as it deems warranted by the
evidence. Any order shall be final unless the licensee or an individual granted privileges under
this chapter petitions for review. However, within thirty days from the date of any such order,
upon a showing of good cause for the licensee's or an individual's failure to appear and defend,
the board may set aside the order and schedule anew hearing on the complaint, to be conducted
in accordance with the provisions of this section.

Section 51. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Any person or firmadversely affected by any order of the board entered after ahearing under
this chapter may obtain review thereof by filing a written petition for review with the circuit
court within thirty days after the entry of the order. The proceduresfor review and the scope of
the review shall be as specified in chapter 1-26.

Section 52. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

If the board rendersadecision imposing disciplineagainst alicensee or anindividual granted
privileges under this chapter, the board shall notify any board of accountancy of any other state
in which the licensee also holds certificates, licenses, or permits of its decision, by mail, within
forty-five days of rendering the decison. The board may also furnish information relating to
proceedingsresulting indisciplinary action to other public authoritiesandto private professonal

organizations having a disciplinary interest in the licensee.
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If apetition for review hasbeen filed pursuant to this chapter, the notification and furnishing
of information provided for in this section shall await the resolution of such review and, if
resolution isin favor of the licensee or an individual granted privileges under this chapter, no
such notification or furnishing of information may be made.

Section 53. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows:

If theboard hassuspended or revoked acertificate, license, permit, or registration or revoked
or limited privileges under this chapter or refused to renew a certificate, license, permit, or
registration, the board may, upon application in writing by the person or firm affected and for
good cause shown, modify the suspension, or reissue the certificate, license, permit, or
registration or remove the limitation or revocation of privileges.

The board shall, by rule promulgated pursuant to chapter 1-26, specify the manner inwhich
such applicationsshall bemade, thetimeswithinwhich they shall be made, and the circumstances
in which hearingswill be held.

Section 54. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows:

Beforereissuing or terminating the suspension of acertificate, license, permit, or registration
under this section or of privileges under this chapter, and as a condition thereto, the board may
require the applicant to show successful completion of specified continuing professional
education. Theboard may makethereinstatement of acertificate, license, permit, or registration
or of privileges under this chapter conditional and subject to satisfactory completion of a peer
review conducted in such manner as the board may specify.

Section 55. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:
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No person other than a licensee may issue a report on financial statements of any person,
firm, organization, or governmental unit or offer to render or render any attest or compilation
service. Thisrestriction does not prohibit any act of a public official or public employeein the
performance of that person's duties as such, or 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 financial statements without theissuance
of reports thereon. A nonlicensee may prepare financial statements and issue nonattest
transmittal sor information thereon which do not purport to beincompliancewith the Statements
on Standards for Accounting and Review Services (SSARS).

A licensee performing attest or compilation services shall provide those services in
accordance with professional standards.

Section 56. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

A person who does not hold a valid certificate may not use or assume the title, certified
public accountant, the abbreviation, CPA, or any other title, designation, words, letters,
abbreviation, sgn, card, or device tending to indicate that such person is a certified public
accountant.

No firm may provide attest services or assume or use thetitle, certified public accountants,
or theabbreviation, CPAS, or any other title, designation, words, |etters, abbreviation, Sgn, card,
or device tending to indicate that such firmisa CPA firm unless.

(1) Thefirmholdsavalid permit issued under this chapter; and

(2)  Ownership of thefirmisinaccordance with thischapter and rulespromulgated by the

board in accordance with chapter 1-26.

Section 57. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
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asfollows

No person who does not hold avalid license may use or assume thetitle, public accountant,
or the abbreviation, PA, or any other title, designation, words, letters, abbreviation, sign, card,
or device tending to indicate that such person is a public accountant.

No firm may provide attest services or assume or use the title, public accountants, or the
abbreviation, PAs, or any other title, designation, words, letters, abbreviation, sign, card, or
device tending to indicate that such firmisaPA firm unless.

(1) Thefirm holdsavalid permit issued under this chapter; and

(2) Ownership of thefirmisinaccordancewith thischapter and rules promulgated by the

board in accordance with chapter 1-26.

Section 58. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

No person or firm, not holding a valid certificate, permit, or registration issued under this
chapter, may 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 Smilar abbreviation likely to
be confused with the abbreviations, CPA or PA. Thetitle, Enrolled Agent or EA may only be
used by individuals so designated by the Internal Revenue Service.

No nonlicensee may uselanguagein any statement relating to the financial affairsof aperson
or entity which is conventionally used by licenseesin reports on financial statements.

Section 59. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

No person or firmwhich doesnot hold avalid certificate, permit, or registrationissued under
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this chapter may assume or use any title or designation that includes the words, accountant,
auditor, or accounting, in connection with any other language, including thelanguage of areport,
that impliesthat such person or firmholds such acertificate, permit, or registration or hasspecial
competence as an accountant or auditor. However, this section does not prohibit any officer,
partner, member, manager, or employee of any firm or organization from affixing that person's
own signature to any statement in reference to the financial affairs of such 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 employeeinthe performance of the persons dutiesassuch.

Any person or firm who violates the provisons of this section is guilty of a Class 2
misdemeanor.

Section 60. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows:

The provisions of this chapter do not apply to any person or firm holding a certification,
designation, degree, or license granted inaforeign country entitling the holder thereof to engage
in the practice of public accountancy or its equivalent in such country, whose activitiesin this
state are limited to the provision of professional servicesto persons or firmswho are residents
of, governments of, or business entities of, the country in which the person holds such
entitlement, who performs no attest or compilation services and who issues no reports with
respect to thefinancia statementsof any other persons, firms, or governmental unitsinthisstate,
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.

Section 61. That chapter 36-20A be amended by adding thereto aNEW SECTION to read

asfollows:
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No holder of acertificateissued under thischapter or aregistration issued under thischapter
may perform attest services through any business form that does not hold avalid permit issued
under this chapter. This restriction does not prohibit any act of a public official or public
employee in the performance of that person's duties as such.

Section 62. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

No individual licensee may issue a report in standard form upon a compilation of financial
information through any form of business that does not hold a valid permit issued under this
chapter unless the report discloses the name of the business through which the individual is
issuing the report, and the individual:

(1) Signsthe compilation report identifying the individual asa CPA or PA;

(2) Meststhe competency requirement provided in applicable standards; and

(3 Undergoes no less frequently than once every three years, a peer review conducted

in such manner as the board shall, by rule promulgate in accordance with chapter 1-
26, specify. Such review shall include verification that the individual has met the
competency requirements set out in professional standards for such services.

Section 63. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows

Nothing inthischapter prohibitsa practicing attorney or firm of attorneysfrom preparing or
presenting records or documents customarily prepared by an attorney or firm of attorneysin
connection with the attorney's professional work in the practice of law.

Section 64. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

If, asaresult of aninvestigation under this chapter or otherwise, the board believesthat any
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person or firm has engaged in, or isabout to engage in any act or practice which congtitutes or
will constitute a violation of this chapter, the board may make application to the appropriate
court for an order enjoining such act or practice, and upon a showing by the board that such
person or firm has engaged, or is about to engage, in any such act or practice, the court may
grant an injunction, restraining order, or other order as may be appropriate.

Section 65. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

If, by reason of an investigation under this chapter or otherwise, the board has reason to
believe that any person or firm has knowingly engaged in any act or practice that constitutes a
violation of this chapter, the board may bring its information to the attention of the attorney
general of any state or other appropriate law enforcement officer who may cause appropriate
criminal proceedings to be brought thereon.

Any person or firmwho knowingly violates any provision of thischapter isguilty of a Class
1 misdemeanor.

Section 66. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

In any action brought under this chapter, evidence of the commisson of a single act
prohibited by this chapter is sufficient to justify a penalty, injunction, restraining order, or
conviction, respectively, without evidence of a general course of conduct.

Section 67. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

No action may be brought unless the plaintiff isthe issuer or successor of the issuer of the
financial statements or other information examined, compiled, reviewed, certified, audited, or

otherwise reported or opined on by the defendant and engaged the defendant licensee to
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examine, compile, review, certify, audit, or otherwise report or render an opinion on such
financial statements or to provide other services; or the defendant licensee or firm:

(1) Wasaware at the time the engagement was undertaken that the financial statements
or other information were to be made available for usein connection with a specified
transaction by the plaintiff whowasspecifically identified to the defendant accountant;

(2) Wasawarethat the plaintiff intended to rely upon such financial statements or other
information in connection with the specified transaction; and

(3) Haddirect contact and communication with the plaintiff and expressed by words or
conduct the defendant accountant's understanding of the reliance on such financial
Statements or other information.

This section appliesto all causes of action of the type specified herein filed on or after the
effective date. This section governs any action based on negligence brought against any
accountant or firm of accountants practicing inthisstate by any person or entity clamingto have
been injured as a result of financial statements or other information examined, compiled,
reviewed, certified, audited, or otherwise reported or opined on by the defendant accountant or
in the course of an engagement to provide other services.

Section 68. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows:

An individual whose principal place of businessis not in this state having a valid certificate
or license as a certified public accountant from any state which the board has verified to be in
subsgtantial equivalence with the licensure requirements of this chapter is presumed to have
qualificationssubgtantially equivalent to this state's requirementsand shall haveall the privileges
of certificate holders and licensees of this chapter without the need to obtain a certificate or

permit under thischapter. However, suchindividualsshall notify theboard of their intent to enter
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the state under this provision completing procedures and paying fees specified by the board and
promulgated by rule pursuant to chapter 1-26.

Section 69. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

An individual whose principal place of businessis not in this state having a valid certificate
or license asacertified public accountant from any state which the board or its designee has not
verified to be in substantial equivalence with the licensure requirements of this chapter shall be
presumed to have qualifications substantially equivalent to this state’ s requirements and shall
have dl the privileges of certificate holders and licensees of this state without the need to obtain
a certificate or permit under this chapter. However, such individuals shall notify the board of
thelr intent to enter the state under this provison completing procedures and paying fees
specified by the board and promulgated by rule pursuant to chapter 1-26.

Section 70. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

Any licensee of another state exercisng the privilege afforded under this chapter hereby
consents, as a condition of the grant of this privilege, to the personal and subject matter
jurisdiction and disciplinary authority of the board, to comply with this chapter and the board's
rules, and to the appointment of the state board which issued their license astheir agent upon
whom process may be served in any action or proceeding by this board against the licensee.

Section 71. That chapter 36-20A be amended by adding thereto aNEW SECTION to read
asfollows.

A licensee of thisstate offering or rendering servicesor using their CPA titleinanother state
issubject to disciplinary action in this state for an act committed in another state for which the

licensee would be subject to discipline for an act committed in the other state. Notwithstanding
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the provisions in this chapter, the board shall investigate any complaint made by the board of
accountancy of another state.

Section 72. That § 47-13B-2 be amended to read as follows:
47-13B-2. The corporation shall be organized solely for the purpose of conducting the

practice of accountancy

South-Dakota.

Section 73. That § 47-13B-5 be repeal ed.




