
HOUSE No. 3462
By Mr. Quinn of Dartmouth, petition of John F. Quinn relative to

the issuance of certificates and the certification of public accountants.
Government Regulations.

In the Year One Thousand Nine Hundred and Ninety-Nine

An Act to provide for the issuance of certificates as certified pub-

lic ACCOUNTANTS, REGISTRATION AS REGISTERED ACCOUNTANTS AND
THE CONTINUED LICENSING OF CERTIFIED PUBLIC ACCOUNTANTS AND
PUBLIC ACCOUNTANTS LICENSED UNDER PRIOR ACTS; THE ISSUANCE OF

PERMITS TO PRACTICE PUBLIC ACCOUNTANCY; THE REGULATION OF CER-
TAIN FACETS OF PUBLIC ACCOUNTANCY IN THE PUBLIC INTEREST; AND
THE ESTABLISHMENT OF A BOARD OF PUBLIC ACCOUNTANCY, A PUBLIC

ACCOUNTANTS ADMINISTRATIVE COMMITTEE AND A REGISTERED
ACCOUNTANTS ADMINISTRATIVE COMMITTEE.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION I. Chapter 13 of the General Laws is hereby
2 amended by striking out sections 33, 34 and 35. Chapter 112
3 of the General Laws is hereby amended by striking out sec-
-4 tions 87A, 87A'/2, 878, 87B'/2 ,

87C, SVC'/z, 87D and 87E and
5 inserting in place thereof the following eight sections
6 Section 87A. Definitions.

When used in sections the following words shall, unless the
8 context requires otherwise, have the following meanings:
9 “Board” means the board of public accountancy established

10 under the provisions of Section 87A or its predecessor under prior
11 law.
12 “Certificate” means a certificate as a certified public accountant
13 for which a license is issued under section 87AA or corresponding
14 provisions of prior law, a corresponding certificate as a certified
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15 public accountant issued after examination under the law of any
16 other state or a license as a public accountant issued under prior
17 law.
18 “Committee” means the public accountants administrative
19 committee established under section 87AA.
20 “Firm” means a partnership or professional corporation.
21 “He,” “his,” “him” mean, where applicable, the corresponding
22 feminine and neuter pronouns also.
23 “Licensee” means the holder of a certificate issued under sec-
-24 tion 87AA or corresponding provisions of prior law, the holder of
25 a license as a public accountant issued under prior law, the holder
26 of a registration as a registered accountant issued under sec-
-27 tion 87AA or the holder of a permit issued under section 87AA,
28 “Panel” means the registered accountants administrative panel
29 established under section 87AA.
30 “Permit” means a permit to practice accountancy issued under
31 section 87AA or under corresponding provisions of the laws of
32 other states.
33 “Public practice of accountancy” means the performance or the
34 offering to perform by a person or firm holding itself out to the
35 public as a licensee, for a client or potential client, of one or more
36 kinds of services involving the use of accounting or auditing
37 skills, including the issuance of reports on financial statements, or
38 one or more kinds of management advisory or consulting services
39 or the preparation of tax returns or the furnishing of advice on tax
40 matters.
41 “Quality review” means a study, appraisal or review of one or
42 more aspects of the professional work of a person or firm licensed
43 to practice public accountancy, by a person or persons who are
44 licensees and who are not affiliated with the person or firm being
45 reviewed.
46 “Registration” means a registration as a registered accountant
47 for which a license is issued under section 87AA or a correspond-
-48 ing registration as a registered accountant issued under the law of
49 any other state.
50 “Report,” when used with reference to financial statements,
51 means an opinion, report or other form of language that states or
52 implies assurance as to the reliability of any financial statement
53 and that also includes or is accompanied by any statement or
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54 implication that the person or firm issuing it is a certified public
55 accountant, public accountant or registered accountant having
56 special knowledge or competence in accounting. Such a statement
57 or implication may arise from use by the issuer of the report of
58 names or titles indicating that he is a certified public accountant,
59 public accountant or registered accountant or from the language of
60 the report itself. The term “report” includes any form of language
61 which disclaims an opinion when such form of language is con-
-62 ventionally understood to imply assurance as to the reliability of
63 the financial statements referred to and/or special competence on
64 the part of the person or firm issuing such language, and it
65 includes any form of language that is conventionally understood
66 to imply such a person or firm is a certified public accountant,
67 public accountant or registered accountant having special knowl-
-68 edge or competence.
69 “Reviewer” means a person, firm, professional society or
70 association, or a member of a committee thereof, carrying out,
71 supervising, conducting, advertising, participating in, or over-
-72 seeing quality review.
73 “Rule” means any rule, regulation or other written directive of
74 general application duly adopted by the board.
75 “State” means any state of the United States of America, the
76 District of Columbia, Puerto Rico, the U.S. Virgin Islands and
77 Guam, except that “this state” means the Commonwealth of
78 Massachusetts.
79 Section 87AA. Board of Public Accountancy

80 (a) There is hereby created the board of public accountancy,
81 which shall have responsibility for the administration and enforce-
-82 ment of section 87AA through section 87C of this chapter. The
83 board shall consist of seven members, appointed by the Governor,
84 all of whom shall be residents of the Commonwealth of
85 Massachusetts. Four of such members shall be holders of certifi-
-86 cates as certified public accountants issued under this section or
87 corresponding provisions of prior law. One member shall be the
88 holder of a registration as a registered accountant issued under
89 this section or the holder of a license as a public accountant issued
90 under prior law. Two members shall represent the public and shall
91 have professional or practical experience in the use of accounting
92 services as to be qualified to make judgments about the qualifica-
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tions and conduct of persons subject to regulation under section
87AA. The term of each member of the board shall be four years;
except that, of the members first to be appointed, two shall hold
office for one year, two for two years, two for three years and one
for four years, the term of each to be designated by the Governor.
Vacancies occurring during a term shall be filled by appointment
by the Governor for the unexpired term. Upon the expiration of
his term of office, a member shall continue to serve until his suc-
cessor shall have been appointed and qualified. Any member of
the board whose permit under section 87AA is revoked or sus-
pended shall automatically cease to be a member of the board, and
the Governor may, after a hearing, remove any member of the
board for neglect of duty or other just cause.
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(b) The board shall elect annually from among its members a
chairman and such other officers as the board may determine to be
appropriate. The board shall meet at such times and places as may
be fixed by the board. A majority of the members of the board
then in office shall constitute a quorum at any duly called
meeting. The board shall retain or arrange for the retention of all
applications, all documents under oath that are filed with it, and
records of its proceedings. The board shall maintain a registry of
the names and addresses of all licensees under this section. In any
proceeding in court, criminal or civil, arising out of or founded
upon any provision of section 87AA through section 87C , copies
of any of said records certified as true copies under the seal of the
board shall be admissible in evidence as tending to prove the con-
tents of said records. The board shall have a seal; shall have the
power to sue and be sued in its official name as an agency of the
commonwealth; shall have the power to issue subpoenas to com-
pel the attendance of witnesses and the production of documents;
shall have the power to administer oaths; shall have the power to
take testimony and to receive evidence concerning all matters
within its jurisdiction. In case of disobedience of a subpoena, the
board may invoke the aid of any court of the commonwealth in
requiring the attendance and testimony of witnesses and the pro-
duction of documentary evidence. The board, its members and its
agents shall be immune from personal liability for actions taken in
good faith in the discharge of the board’s responsibilities, and the
commonwealth shall hold the board, its members and its agents
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132 harmless from all costs, damages and attorneys’ fees arising from
133 claims and suits against them with respect to matters to which
134 such immunity applies. Each member of the board shall receive
135 fifty dollars for each day or part of a day actually spent in the per-
-136 formance of his duties, but in any one year not more than three
137 thousand dollars shall be paid to any member. Each member shall
138 be reimbursed for his actual and necessary expenses incurred in
139 the discharge of his official duties. Each appointive member of the
140 committee and the panel shall receive thirty dollars for each day
141 or part of a day actually spent in the performance of his duties, but
142 in any one year not more than two thousand dollars shall be paid
143 to any member. Each member of the committee and the panel
144 shall be reimbursed for his actual and necessary expenses in the
145 discharge of his official duties. The public accountant or regis-
-146 tered accountant member of the board shall receive compensation
147 as a board member whether he performs duties as a board mem-
-148 ber, as a committee member or as a panel member but shall not
149 receive more than three thousand dollars in any one year for such
150 duties. The board shall employ an executive secretary, who shall
151 be a certified public accountant and shall determine his salary.
152 The executive secretary shall not be subject to the provisions of
153 sections forty-five to fifty, inclusive, of chapter thirty, or to the
154 provisions of chapter thirty-one. The board may appoint such
155 committees or persons to advise it or to assist it in such adminis-
-156 tration as it may see fit. It may seek counsel to advise and assist it
157 as may be provided by the attorney general.
158 (c) The board may adopt such rules as it deems necessary,
159 which shall include but not be limited to:
160 (1) rules governing the board’s meetings and the conduct of its
161 business;
162 (2) rules of procedure governing the conduct of investigations
163 and hearings by the board;
164 (3) rules specifying the educational and experience qualifica
165 tions for the issuance of certificates and registrations under sec
166 tion 87AA and the continuing
167 the renewal of such certificate
168 (4) rules of professional c
169 quality and probity of the f
170 licensees and dealing amon

professional education required fo
and registrations;

mduct directed to controlling the
actice of public accountancy by
other issues with independence,
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integrity, objectivity, compliance, technical standards, responsibil-
ities to the public and responsibilities to clients;

171
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(5) rules regarding quality reviews that may be required to be
performed under the provisions of this chapter.
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At least sixty days prior to the proposed effective date of any
rule or amendment thereto under the provisions of section 87AA
through section 87C inclusive, the board shall publish notice of
such proposed action and of a public hearing to be held no more
than thirty days prior to such effective date, in accordance with
chapter 30A of the General Laws.
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(d) The board shall grant the certificate of certified public
accountant to any person who meets the requirements of good
character, education, experience and examination, and who pays
the fees established by the commissioner of finance and adminis-
tration. Good character for purposes of this section means a lack
of a history of dishonest or felonious acts. The board may refuse
to grant a certificate on the grounds of failure to satisfy this
requirement only if there is a substantial connection between the
lack of good character and the professional responsibilities of a
licensee and if the finding of the board is supported by clear and
convincing evidence. When an applicant is found to be unqualified
for a certificate because of a lack of good character, the board shall
furnish the applicant a statement containing the findings of the
board, a complete record of the evidence upon which the determina-
tion was based and a notice of the applicant’s right of appeal.
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The educational requirement for the certificate, which must be
met no later than one hundred and twenty days after the applicant
sits for the examination, shall be at least a bachelor’s degree or its
equivalent from a college or university approved by the board
with an accounting concentration or its equivalent as approved by
the board.
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202 The experience requirement for a certificate shall be:

(1) three years of public practice, or its equivalent, as approved
by the board, with a bachelor’s degree; or

203
204

(2) two years of public practice, or its equivalent, as approved
by the board, with a bachelor’s degree supplemented by a master’s
degree; provided, however, that the applicant’s education has
included twenty-four semester hours, or the equivalent, as deter-
mined by the board, in the study of accounting. The board may
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210 establish by rule and by its discretion equivalents to the above
211 experience requirements which may be submitted by persons with
212 field audit experience as an employee of the United States govern-
213 ment or of the Commonwealth of Massachusetts
214 The examination required to be passed as a condition for the
215 granting of a certificate as a certified public accountant shall be in
216 writing, shall be held twice a year, and shall test the applicant’s
217 knowledge of the subjects of accounting theory, accounting
218 practice, auditing, business law and such other related subjects as
219 the board may specify by rule. An applicant who is a member in
220 good standing of the Massachusetts bar shall not be required to
221 take the examination in business law, but, in order to be excused
222 from this examination, an applicant must present a certificate
223 from the clerk of the supreme judicial court attesting to the fact
224 that the applicant is a member of the bar in good standing. The
225 time for holding such an examination shall be fixed by the board
226 and may be changed from time to time. The board shall prescribe
227 by rule the methods of applying for and conducting the examina-
228 tion, including methods for grading papers and determining a
229 passing grade; provided, however, that the board shall, to the
230 extent possible, see to it that the grading of the examination and
231 the passing grades are uniform with those applicable in all other
232 states. The board may make use of all or any part of the Uniform
233 Certified Public Accountant Examination and the advisory

234 grading service of the American Institute of Certified Public
235 Accountants and may contract with third parties to perform such
236 administrative services with respect to the examination as it
237 deems appropriate to assist it in performing its duties hereunder
238 An applicant shall be required to pass all parts of the examination
239 in order to qualify for a certificate as a certified public accountant
240 If at a given sitting of the examination, an applicant passes two or
241 more but not all parts, then the applicant shall be given credit for
242 those parts that he has passed and need not sit for re-examination
243 in those parts; provided that
244 (]) the applicant wrote all parts of the examination at that
245 sitting; and
246 (2) the applicant attained a minimum grade of fifty on each of
247 the parts not passed at that sitting; and
248 (3) the applicant passes the remaining parts of the examination
249 within six consecutive examinations given after the one at
50 the first parts were passed; and
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(4) at each subsequent examination at which the applicant seeks
to pass any additional parts, the applicant writes all parts not yet
passed; and

251
252

253

(5) in order to receive credit for passing additional parts in any
subsequent sitting, the applicant attains such grades on parts
written but not passed on such sitting as specified by board rule.
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An applicant shall be given credit for any and all parts of any
examination passed in another state if such credit would have
been given, under the applicable requirements, if the applicant had
taken the examination in the commonwealth. The board may, in
particular cases, waive or defer any of the above examination
requirements regarding the circumstances in which the various
parts of the examination must be passed upon a showing that, by
reason of circumstances beyond the applicant’s control, he was
unable to meet such requirements. The board may charge, or
provide for a third party administering the examination to charge,
each applicant a fee for each part of the examination or re-
examination taken by the applicant.
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269 (e) The board may grant the certificate of registered accountant

to any person who meets the requirements of good character, edu-
cation, examination and experience and who pays the fees estab-
lished by the commissioner of finance and administration. Good
character for purposes of this section means a lack of a history of
dishonest or felonious acts. The board may refuse to grant a cer-
tificate on the grounds of failure to satisfy this requirement only if
there is a substantial connection between the lack of good charac-
ter and the professional responsibilities of a licensee and if the
finding of the board is supported by clear and convincing evi-
dence. When an applicant is found to be unqualified for a registra-
tion because of a lack of good character, the board shall furnish
the applicant a statement containing the findings of the board, a
complete record of the evidence upon which the determination
was based and a notice of the applicant’s right of appeal.
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284 The education and experience requirements for registration as a

registered accountant, which must be met no later than one
hundred and twenty days after the applicant sits for the examina-
tion specified in this sub-section, shall be:

285
286
287

(I) an associate or equivalent degree, as determined by
the board, from an accredited college, university or two-year

288
289
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;90 college, with at least sixteen semester hours in accounting and
;91 one or more years experience in the performing of accounting

292 services as his principal occupation, either self-employed, as
293 a member of a partnership, as a principal of an accounting firm
294 or as an employee; or

195 (2) a bachelor’s degree or its equivalent, as determined by
!96 the board, from an accredited college or university, with at least

297 twenty-four semester hours in accountin
298 The examination required to be passed for registration as a
299 registered accountant shall be the Uniform Registered

100 Accountants Examination of the National Society of Public
101 Accountants. This examination shall be in writing, shall be held
102 twice each year and shall test the applicant’s knowledge of the
103 subjects of accounting services, compilation and review of finan

304 cial statements, business law and income taxation. The time for
305 holding such examination shall be fixed by the board and may be
306 changed from time to time. The board may prescribe by rule the
307 methods of applying for and conducting the examination, includ-
308 ing the methods of grading papers and determining a passing
309 grade required of an applicant for registration provided, however,
310 that the board shall, to the extent possible, see to it that the grad-
311 ing of the examination and the passing grades are uniform with
312 those applicable in all other states. The board may make use of the
313 grading services offered by the National Society of Public
314 Accountants and may contract with third parties to perform such
315 administrative services with respect to the examination as it
316 deems appropriate to assist it in performing its duties hereunder
317 An applicant shall be required to pass all parts of the Uniform
318 Registered Accountants Examination in order to qualify for regis
319 tration. If at a given sitting of the examination, an applicant passes
320 two or more but not all parts, then the applicant shall be given
321 credit for those parts that he has passed and need not sit for re
322 examination in those parts, provided;

1) the applicant wrote all parts of the examination at that
324 sitting; and
325 (2) the applicant attained a minimum grade of fifty on each part
26 not passed at that sitting; and

the applicant passes the remaining parts of the examin
328 within six consecutive examinations given after the one at
329 the first parts were passed; and
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(4) at each subsequent sitting at which the applicant seeks to
pass any additional parts, the applicant writes all parts not yet
passed; and

330
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(5) in order to receive credit for passing any additional parts in
any subsequent sitting, the applicant attains a minimum grade of
fifty on parts written but not passed on such sitting.
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335

An applicant shall be given credit for any and all parts of an
examination passed in another state if such credit would have
been given, under the applicable requirements, if the applicant had
taken the examination in the Commonwealth. The board may, in
particular cases, waive or defer any of the requirements for regis-
tration regarding the circumstances in which the various parts of
the examination must be passed, upon showing that by reason of
circumstances beyond his control, the applicant was unable to
meet such requirement. The board may charge, or provide for a
third party administering the examination to charge, each appli-
cant a fee, in an amount prescribed by the board by rule, for each
part of the examination or re-examination.

336
i

38
339

340
341
342
343
344
345
346
347

(f) The board shall grant or renew permits to practice public
accountancy to persons who make application and demonstrate
their qualifications therefor in accordance with the following:

348
349
350
351 (I) Permits shall be initially issued and renewed for periods of

two years. Each such permit shall expire on the last day of June of
the next year following the issuance or renewal. Applications for
such permits shall be made in such form, and in the case of appli-
cations for renewal, between such dates as the board shall rule and
specify. The board shall grant or deny any such application no
later than ninety days after the application is filed in proper form.
In any case where the applicant seeks the opportunity to show that
issuance or renewal of a permit was mistakenly denied, the board
may issue to the applicant a provisional permit, which shall expire
ninety days after its issuance or when the board determines
whether or not to issue or renew the permit for which application
was made, whichever shall first occur.

352

353
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(2) An applicant for initial issuance of a permit shall show that
he holds a valid certificate as a certified public accountant or
regisration as a registered accountant or a license as a public
accountant or registration issued underprior law.
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368 (3) If the applicant’s certificate was issued more than four years
369 prior to his application for issuance of an initial permit, he must
370 have fulfilled the requirements of continuing professional educa
371 tion that would have been applicable if he had secured his initial
372 permit within four years of the issuance of his certificate or regis-
373 tration and was now applying for renewal of such permit
374 (4) The board shall issue a permit to a holder of a certificate as
375 a certified public accountant or a registration as a registered
376 accountant issued by another state upon a showing that the
377 applicant
378 (a) passed the examination for the respective certificate or reg
379 istration with grades that would have been passing grades at the
380 time in the commonwealth;
381 (b) meets one of the following requirements
382 (i) meets all the current requirements in the commonwealth for
383 issuance of a certificate or registration at the time application is
384 made; or
385 (ii) at the time of the issuance of the applicant’s certificate or
386 registration in the other state, met all such requirements then
387 applicable in the commonwealth; or
388 (iii) had five years experience in the practice of public accoun-
389 tancy or equivalent, meeting requirements prescribed by the board
390 by rule, after passing the examination upon which his certificate
391 or registration was based and within ten years immediately pre-
392 ceding his application
393 (5) An applicant for renewal of a permit under this section shall
394 show that he has fulfilled requirements of quality review as
395 prescribed by rule of the board and requirements of continuing
396 professional education since the permit was last renewed, or if
397 never renewed, first issued, of such general kinds and in such
398 subjects and hours as shall have been specified by the board by
399 rule. The board may provide by rule that fulfillment of continuing
400 professional education requirements of other states will be accept
401 ed in lieu of the foregoing requirements. The board may alsc
402 provide by rule for pro-rated continuing professional education
403 requirements to be met by applicants whose initial permits were
404 issued substantially less than two years prior to the renewal date
405 and it may prescribe by rule special lesser requirements to be met
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by applicants for permit renewal whose prior permit lapsed
substantially prior to their application for renewal, and as to
whom it would in consequence be inequitable to require a full
compliance with all requirements of continuing professional edu-
cation that would otherwise be applicable to the period of lapse.
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(6) The board shall, after payment of a fee, issue an initia
permit or renewal.

411
412

(7) Applicants for initial issuance or renewal of permits under
this section shall in their applications list all states and foreign
countries in which they have applied for or hold certificates,
licenses, or registrations for the practice of public accountancy;
and each holder of a permit under this section shall notify the
board, in writing, within thirty days after its occurrence, of any
issuance, denial, revocation or suspension of a certificate, license
or registration to practice public accountancy by another state or
country.

413
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421
422 (g) The board shall issue or renew permits to practice public

accountancy to firms that make application and demonstrate their
qualifications therefor. Permits shall be initially issued and
renewed for periods of two years but in any event expiring on the
last day of June of the next year following the year of issuance or
renewal. Applications for permits shall be made in such form, and
in the case of application for renewal, between such dates as the
board may by rule specify, and the board shall grant or deny any
such application no later than ninety days after the application is
filed in proper form. In any case where the board is not able to
determine whether a permit should be granted or denied, the board
may issue to the applicant a provisional permit, which shall expire
ninety days after its issuance or when the board determines
whether or not to issue or renew the permit for which application
was made, whichever shall occur first. An applicant for initial
issuance or renewal of a permit to practice public accountancy
under this section shall be required to show that each partner, offi-
cer or shareholder who regularly works in the commonwealth and
each employee holding a certificate as a certified public accoun-
tant or registered accountant, or holding a license as a public
accountant under prior law, who regularly works in the common-
wealth, holds a valid individual permit to practice issued under
this section or the corresponding provision of prior law and that
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each partner, officer or shareholder who holds a certificate as a
certified public accountant or registered accountant and is
licensed to practice public accountancy in some other state. An
applicant for initial issuance or renewal of a permit to practice as
a firm shall be required to register each office of the firm within
the commonwealth with the board and to show that each office is
under the charge of a person holding a valid individual permit to
practice under this section or corresponding section of prior law.
The board shall charge a fee for each application for initial
issuance or renewal of a permit in an amount specified by the
commissioner of administration and finance. Applicants for initial
issuance or renewal of permits under this subsection shall in their
application list all states in which they have applied for or hold
permits to practice public accountancy, and each holder of or
applicant for a permit under this subsection shall notify the board
in writing, within thirty days after its occurrence, of any change in
the identities of partners, officers or shareholders who work regu-
larly in the commonwealth, any change in the identity of the
persons in charge of such offices and any issuance, denial, revoca-
tion or suspension of license to practice public accountancy in any
other state.
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463
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466 (h) Persons or firms who on the effective date of this act hold

licenses as public accountants and permits to practice public
accountancy issued under prior law shall be entitled to have their
permits to practice renewed under subsections (f) and (g) provided
they fulfill all requirements for renewal under these subsections.
So long as such licensees hold valid permits to practice under sub-
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sections (f) and (g) they shall be entitled to engage in the public
practice of accountancy on the same basis as holders of certifi-
cates as certified public accountants who hold permits to practice.
In addition, they shall be entitled to use the designation “public
accountant” and “PA.” but no other designation, in connection
with the public practice of accountancy, unless such firms are in
part comprised of persons registered as registered accountants
when such firm shall only be entitled to use the designation “reg-
istered accountants” and the initials “RA.”
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481 (i) Application by a person or firm not a resident of the

commonwealth for a certificate as a certified public accountant or
registration as a registered accountant or a permit to practice

482
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under this section shall constitute appointment of the Secretary of
State as the applicant’s agent upon whom process may be served
in any action or proceeding against the applicant arising out of
any transaction or operation connected with or incidental to the
practice of public accountancy by the applicant within the
commonwealth.
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(j) There shall be a public accountants administrative commit-
tee consisting of three members who shall be public accountants
licensed under prior law and who shall have valid permits to prac-
tice public accountancy. Each member shall be appointed by the
Governor and shall hold office for a term of three years. Vacancies
occurring during a term shall be filled by the Governor for the
unexpired term. Upon expiration of his term of office a member
shall continue to serve until his successor shall have been appoint-
ed and shall have qualified. The board shall remove from the com-
mittee any member whose license as a public accountant or permit
to practice has become void or has been revoked or suspended and
may, after a hearing, remove any member for just cause. The com-
mittee shall advise the board in any and all matters affecting pub-
lic accountants, serve as a liaison between the board and public
accontants, keep informed on contemplated actions affecting pub-
lic accountants and have access to the files of the board for the
purpose of carrying out its advisory duties. The committee may
make recommendations and forward reports to the board on any
matter affecting public accountants, which the board may accept
or reject, in whole or in part.
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(k) There shall be a registered accountants administrative panel,
consisting of three members who shall be registered accountants.
The members shall be appointed by the Governor, and each mem-
ber shall hold office for a term of three years. Vacancies occurring
during a term shall be filled by appointment of the Governor for
the unexpired term. The initial appointees may be individuals who
are qualified, in the opinion of the Governor, but who have not
completed the registration process. Each member shall hold a
valid permit to practice public accountancy; however, the initial
members may be individuals who are qualified, in the opinion of
the Governor, for such permits but who have not completed the
permit process. Upon expiration of his term of office a member
shall continue to serve until his successor shall have been ap-
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pointed and shall have qualified. The board shall remove from the
panel any member whose registration as a registered accountant or
whose permit to practice has become void or has been revoked or
suspended and may, after a hearing, remove any member of the
panel for just cause. The panel shall advise the board in any and
all matters affecting registered accountants, serve as liaison
between the board and public accountants, keep informed on con-
templated actions of the board affecting registered accountants
and have access to the files of the board for the purpose of carry-
ing out its advisory duties. The panel may make recommendations
and forward reports to the board on any matter affecting registered
accountants, which the board may accept or reject in whole or in
part.
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329
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531
522

533

534
535

(I) Whenever any statute or rule of any agency of the
Commonwealth or any political subdivision thereof requires that
any reports, financial statements, audits or other documents for
any department, division, board, commission or agency of the
Commonwealth or political subdivision thereof be prepared by
certified public accountants, such requirements shall be construed
to mean public accountants or certified public accountants.
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539
540
541
542
543 Section 87AAA, Enforcement against Holders of Certificates,

Licenses, Registrations and Permits544
545 (a) After notice and hearing pursuant to section 87B‘A of this

chapter, the board may revoke a certificate, license, registration or
permit under section 87AA or corresponding provisions of prior
law; suspend any such certificate, license, registration or permit or
refuse to renew any such permit for a period of not more than five
years; reprimand, censure or limit the scope of practice of any
licensee; or place any licensee on probation, all with or without
terms, conditions and limitations, for any one or more of the fol-
lowing reasons:

546
547
548
549
550
551
552
553
554 (1) fraud or deceit in obtaining a certificate, license, registra

tion or permit;555

556 (2) cancellation, revocation, suspension or refusal to renew
authority to engage in the practice of public accountancy in any
other state;

557

558
559 (3) failure on the part of a holder of a permit under sec-

tion 87AA to maintain compliance with the requirements for
issuance or renewal or to report changes to the board under
section 87AA(g) or section 87AA(h);
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561
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(4) revocation or suspension of the right to practice before any
federal or state agency;

563
564

(5) dishonesty, fraud, gross negligence in the practice of public
accountancy or in filing or failure to file his own income tax
returns;

565

566
56

(6) violation of any provision of section 87AA through sec-
tion 87C inclusive, or any rule promulgated thereunder by the
board;

568
569
570

(7) violation of any rule of professional conduct promulgated
by the board;

571
572

(8) conviction of a felony or any other crime an element of
which is dishonesty or fraud under the laws of the United States,
of this commonwealth or of any other state if the acts involved
would have constituted a crime under the laws of this common-
wealth;

573

574
575

576

(9) performance of any fraudulent act while holding a certificate,
license, registration or permit under the provisions of section 87AA
or prior law;

578
579
580

(10) any conduct reflecting adversely upon the licensee’s
fitness to engage in the practice of public accountancy.

581
582

(b) In lieu of or in addition to any remedy specifically provided
in subsection (a) of this section, the board may require of a
licensee:

583
584
585

(1) a quality review conducted in such fashion as the board may
specify;

586
58

(2) satisfactory completion of such continuing professional
education program as the board may specify;

588
589

(c) In any proceeding in which a remedy provided by subsec-
tion (a) or subsection (b) of this section is imposed, the board may
also require the respondent licensee to pay the costs of the
proceeding.

590
591
592
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Section 878. Enforcement Procedures and Investigations594
(a) The board may, upon receipt of a complaint or other infor-

mation suggesting violations of section 87AA through Section C
inclusive or the rules of the board, conduct investigations to deter-
mine whether there is probable cause to institute proceedings
under Section 87B*/2 or Section 87888 of this chapter against any
person or firm for such violation, but an investigation under this
section shall not be a prerequisite to such proceedings in the event
that a determination of probable cause can be made without
investigation.
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(b) The board may designate a member or any person of appro-
priate competence to serve as investigating officer to conduct an
investigation. Upon completion of an investigation, the investigat-
ing officer shall file a report with the board. The board shall find
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 doc-
uments submitted in support of the complaint or gathered in the
investigation, and the fact of the pendency of the investigation
shall be treated as confidential information and shall not be dis-
closed to any person except law enforcement authorities, and to
the extent deemed necessary in order to conduct the investigation,
the subject of the investigation, persons whose complaints are
being investigated, and witnesses questioned in the course of the
investigation.
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(c) Upon a finding of probable cause, if the subject of the
investigation is a licensee, the board shall direct that a complaint
be issued under Section 87B'/2 of this chapter, and if the subject is
not a licensee, the board shall take appropriate action under
Section 87888 of this chapter. Upon a finding 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.
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621
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623

624
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626
627

628 (d) The board may review the publicly available professional
work of licensees on a general and random basis, without any
requirement of a formal complaint or suspicion of impropriety on
the part of the particular licensee. In the event that as a result of
such review the board discovers reasonable grounds for a more
specific investigation, the board may proceed under
subsections (a) through (c) of this section.

629

630

631
632

633
634
635 Section 87B!/2. Enforcement Procedures and Hearings of the

Board.636
637 (a) In any case where probable cause with respect to a violation

by a licensee has been determined by the board, whether follow-
ing an investigation under Section 878 of this chapter or upon
receipt of a written complaint furnishing grounds for a determina-
tion of such probable cause or upon receipt of notice of a decision
by the board of accountancy of another state furnishing such
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grounds, the board shall issue a complaint setting forth appropri-
ate charges and set a date for hearing before the board on such
charges. The board shall, not less than thirty days prior to the date
of the hearing, serve a copy of the complaint and a notice of the
time and place of the hearing on the licensee, together with a copy
of the board’s rules governing proceedings under this section,
either by personal delivery or by mailing a copy thereof by regis-
tered mail to the licensee at his address last known to the board.

(b) A licensee against whom a complaint has been issued under
this section shall have the right, reasonably in advance of the
hearing, to examine and copy the report of the investigation, if
any, documentary or testimonial evidence and summaries of
anticipated evidence in the board’s possession relating to the sub-
ject matter of the complaint. The board’s rules governing proce-
dures under this section shall specify the manner in which such
rights shall be exercised.

(c) In a hearing under this section, the respondent licensee may
appear in person (or in the case of a firm, through a partner,
officer, director or shareholder) and/or by counsel, examine
witnesses and evidence presented in support of the complaint and
present evidence and witnesses on his own behalf. The licensee
shall be entitled, upon application to the board, to the issuance of
subpoenas to compel the attendance of witnesses and the produc-
tion of documentary evidence.

(d) The evidence supporting the complaint shall be presented
by the investigating officer, by a board member designated for
that purpose or by counsel. A board member who has conducted
the investigation of the matter under Section 878 shall not partici-
pate in the board’s decision of the matter.

(e) In a hearing under this section, the board shall be advised by
counsel, who shall not be the same counsel who presents or assists
in presenting the evidence supporting the complaint under subsec-
tion (d) of this section.

(f) In a hearing under this section, the board shall not be bound
by the technical rules of evidence.

(g) In a hearing under this section, a stenographic or electronic
record shall be made and filed with the board. A transcript need
not be made unless review is sought under subsection (j) of this
section or the board determines there is good cause for its prepara-
tion.
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(h) In a hearing under this section, a recorded vote of a majori-
ty of all members of the board then in office (excluding members
disqualified by reason of subsection (d) of this section) shall be
required to sustain any change and to impose any penalty with
respect thereto.

(i) After service of a complaint and notice of hearing, the board
may proceed to hear evidence against the licensee and may enter
such order as it deems warranted by the evidence, which order
shall be final unless the licensee petitions for review of the order
under subsection (j) of this section; provided, however, that within
thirty days from the date of such order, upon a showing of good
cause for the licensee’s failure to appear and defend, the board
may set aside the order and schedule a new hearing on the com-
plaint, to be conducted in accordance with the applicable subsec-
tions of this section.

(j) Any person or firm adversely affected by any order of the
board entered after a hearing under this section may obtain a
review thereof by filing a written petition for review with the
superior court of the Commonwealth.

(k) In any case where the board renders a decision imposing
discipline against a licensee under this section and Section 878 of
this chapter, the board shall review its records to determine
whether the licensee holds a certificate, license, registration or
permit to practice public accountancy in any other state; and if so,
the board shall notify the board of accountancy of such other state
of its decision, by mail, within forty-five days of the rendering of
the decision. The board may also furnish information relating to
proceedings resulting in disciplinary action to other public
authorities and to private professional organizations having a
disciplinary interest in the licensee.

(a) In any case where the board has suspended or revoked a
certificate, license, registration or permit, 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, registration or permit.

(b) The board shall by rule specify the manner in which such
applications shall be made, the times within which they shall be
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made, and the circumstances in which hearings will be held
thereon.

(c) Before reissuing or terminating the suspension of a certifi-
cate, license, registration or permit, the board may require the
applicant therefor to show successful completion of specified con-
tinuing professional education; and the board may make reinstate-
ment of a certificate, license, registration or permit conditional
and subject to satisfactory completion of a quality review con-
ducted in such fashion as the board may specify.

(a) No person not holding a certificate as a certified public
accountant or a license as a public accountant under prior law or a
firm not holding a valid permit, which is comprised, in the case of
a partnership, at least one partner, or in the case of a corporation,
at least one director-shareholder, who holds a certificate as a certi-
fied public accountant or a license as a public accountant, shall
issue an audit report on the financial statements of any other per-
son, firm, organization or governmental unit. This prohibition
does not apply to an officer, partner or employee of any firm or
organization affixing his signature to any statement or report in
reference to the financial affairs of such firm or organization with
any wording designating position, title or office he holds therein;
nor prohibit any act of a public official or employee in the perfor-
mance of official duties or performance by any persons 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 the issuance of an
audit report thereon.

(b) The prohibition contained in subsection (a) is applicable to
the issuance by a person or firm not holding a valid certificate as a
certified public accountant, license as a public accountant or
a registration as a registered accountant and a valid permit to prac-
tice public accountancy, of a report using any form of language
conventionally used by licensees with respect to a review of finan-
cial statements.

(c) The prohibition in subsection (a) is applicable to issuance,
by a person or firm not holding a valid certificate as a certified
public accountant, a license as a public accountant or a registra-
tion as a registered accountant and a valid permit to practice pub-
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’6O lie accountancy, of a report using any form of language conven-
'6l tionally used by licensees with respect to a compilation of finan-
'62 cial statements.
’63 (d) No person not holding a valid certificate as a certified
’64 public accountant shall use or assume the title or designation
'65 “certified public accountant” or the abbreviation “CPA” or any
'66 other title, designation, words, letters, abbreviations, sign, card or
'67 device tending to indicate that such person is a certified public
'6B accountant.
'69 (e) No firm shall use or assume the title or designation “certi-
'7o fied public accountants” or the abbreviation “CPA” or any other
'7l title, designation, words, letters, abbreviations, signs, cards or any
'72 other device tending to indicate that such firm holds a valid permit
73 under Section 87AA of this chapter, unless all partners, officers or
74 shareholders of the firm hold certificates as certified public

accountants and the firm holds a valid permit to practice
76 (f) No person not holding a valid license issued under prior law
77 as a public accountant shall assume or use the title or designation
78 “public accountant” or the abbreviation “PA” or any other title
79 designation, words, abbreviations, sign, card or device tending to
80 indicate that such person is a public accountant.
81 (g) No firm not holding a valid license issued under prior law
82 as a public accountant shall assume or use the title or designation
83 “public accountants” or the abbreviation “PA” or any other title,
84 designation, words, letters, abbreviations, signs, cards or any
85 other device tending to indicate that such firm is composed of
86 public accountants, unless such firm holds a valid permit under

and unless all partners, officers and
J licenses as public accountants or

'B7 Section 87AA of this chapter
'BB shareholders of the firm hoi
'B9 certificates as certified public
'9O (h) No person not holdin
'9l Section 87AA as a registere
'92 practice shall use or assume
'93 accountant” or the abbreviati

juntanl

I a valid registration issued under
J accountant and a valid permit to
the title or designation “registered

i “RA” or any other title, dcsigna
'94 tion, words, letters, abbreviations, signs, cards or other devices
'95 tending to indicate that such person is a registered accountant.
'96 (i) No firm shall use or assume the title “registered accoun-
'97 tants” or the abbreviation “RA” or any other title, designation,
'9B words, letters, abbreviations, signs, cards or any other device
'99 tending to indicate that such firm is composed of registered
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accountants unless the firm holds a valid permit to practice and all
partners, officers and shareholders hold registrations as registered
accountants, licenses as public accountants or certificates as certi-
fied public accountants.

(j) No person or firm not holding a valid permit issued under
Section 87AA shall assume or use the title “certified accountant,”
“chartered accountant,” “enrolled accountant,” “licensed accoun-
tant” or any other title or designation likely to be confused with
the titles “certified public accountant,” “public accountant,” or
“registered accountant,” or use the abbreviations “CA,” “EA” or
“LA,” or similar abbreviation likely to be confused with the
abbreviations “CPA,” “PA” or “RA.”

(k) No person or firm holding a permit to practice public
accountancy shall engage in any practice using a firm name or
designation that is misleading about the legal form of the entity or
about any matter; provided, however, that the names of one or
more former partners or shareholders may be included in the name
of the firm or its successor.

(I) None of the foregoing provisions of this section shall have
any application to a person or firm holding a designation, degree
or license granted in a foreign country entitling the holder thereof
to engage in the practice of public accountancy or its equivalent in
such country, whose activities in the Commonwealth are limited
to the provision of professional services to persons or firms who
are residents of, governments of, or business entities of the coun-
try in which he holds such entitlement, who issues no reports with
respect to the financial statements of other persons, firms or
governmental units in the Commonwealth and who does not use in
the Commonwealth any title or designation other than the one
under which he practices in such country, followed by a transla-
tion into English, if it is in a different language, and by the name
of such country.

(m) Whenever, as a result of an investigation under
Section 878 of this chapter or otherwise, the board has reason to
believe that any person or firm has knowingly engaged in acts or
practices that constitute a violation of Section 87888, the board
may bring this to the attention of the attorney general of the com-
monwealth or to the attention of the District Attorney of the coun-
ty in which the acts or practices are alleged to have occurred. The
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839 said law enforcement official, at his discretion, may cause appr
840 priate criminal proceedings to be brought
841 (o) Any person or firm who knowingly violates any provisior
842 of Section 87888 shall be guilty of a misdemeanor and up
843 viction thereof shall be subject to a fine of not more than on
844 thousand dollars and/or imprisonment for not more than one year

p) In any action brought under Section 87888 of this chapter
846 evidence of the commission of a single act prohibited under

this section shall be sufficient to justify a penalty, injunctior
848 restraining order or conviction without evidence of a general

Section 87C. Confidential Communication
the clien gmg a licensi

heir, successors or persona! representatives of such client, a
licensee or any partner, officer or shareholder or emplo
licensee not voluntarily disclose information commumca
to him oy the client relating to and m connection witl

the client by the licensee in the p

ded, however, that nothing herein shall be construe
ing the disclosure of information required to be disci

860 standards of the public accounting profession in reporting on
861 examination of financial statements or as prohibiting disclosure
862 in court proceedings, in ethical investigations conducted by r
863 vate professional organizations or in the course of quality revi
864 provided, however, that in the case of a quality review, a reviewer
865 shall not be permitted or required to testify or otherw
866 evidence or discovery in any civil action, arbitration, judici
867 administrative proceeding relating to a quality review in which th
868 reviewer was involved, and any proceeding, record, report, find
869 ing, recommendation, opinion or work paper prepared by or on
870 behalf of a reviewer in connection with a quality review shall not
871 be subject to subpoena, disi
872 in any such proceeding, exc

overy or other means of legal proc
ept that

) quality review reports voluntarily submitted to the board I
874 the reviewed accountant or accounting firm m

relied upon by the board; ar
876 (2) quality reviews required by the board and any documental

record, report, finding, recommendation, opinion
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prepared by or on behalf of a reviewer in connection therewith,
and the testimony of the reviewer shall be made available to the
board upon its request.

Disclosure to the board under the provisions of the above (1)
and (2) shall not render such materials or testimony publicly
available or otherwise discoverable or subject to legal process or
admission in a civil proceeding; provided, however, that if other-
wise admissible, such materials or testimony may be admitted
under seal in a proceeding brought by a reviewed accountant chal-
lenging an action of the board taken in reliance, in whole or in
part, on said review.

No person or firm shall be liable as a result of providing infor-
mation or documents to a reviewer as part of a quality review.

No reviewer acting in good faith shall be liable as a result of
any act or omission in connection with a quality review.

All statements, records, schedules, work papers and memoranda
made by a licensee or a partner, shareholder, officer, director or
employee of a licensee, incident to, or in the course of, rendering
services to a client in the public practice of accountancy, except
the records submitted by the licensee to the client and except for
records that are part of the client’s records, shall be and remain
the property of the licensee in the absence of an express agree-
ment between the licensee and the client to the contrary. No such
statement, record, schedule, work paper or memorandum shall be
sold, transferred or bequeathed without the consent of the client or
his personal representative or assignee, to anyone other than one
or more surviving partners or shareholders of the licensee, or any
combined or merged firm as successor in interest to the licensee.

A licensee shall furnish to his client or former client upon
request and reasonable notice:

(I) a copy of the licensee’s work papers, to the extent that such
work papers include records that would ordinarily constitute part
of the client’s records and are not otherwise available to the client:
and

(2) 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 when they form
the basis of work done by him.
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917 Nothing herein shall require a licensee to keep any work paper
918 beyond the period prescribed in any applicable statute.
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1 SECTION 2. This act shall take effect immediately.








