SENATE BILL NO. 392
INTRODUCED BY ELLIOTT, GAGE

BY REQUEST OF THE BOARD OF PUBLIC ACCOUNTANTE

IN THE SERATE

February 190, 1983 Introduced and referred to
Committee on Business and
Industry.

February 15, 1983 Comnmittee racommend bill do
pass as amended. Report
adontad,

Statemant of Intant attached,

Februarv 16, 1983 Bill printed and placed on
nembers' desks.

Februarv 17, 1983 Sacond reading, do pass,

February 18, 1983 Correctly angrossed,

February 19, 1983 Third reading, passed. Ayes,
46; Noes, 1. Transmitted to
House.

IN THE HOUSE

February 28, 1983 Introduced and refarred to
Cormmittee on Business and
Industry.

March 11, 1983 - Committee recominend bill be

concurrad in. Report adopted.
March 19, 1983 Second reading, concurred in.

March 21, 1983 Third reading, concurred in.
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March 22, 1983 Rerurnad to Sanate. 8Sent to
enrolling,

Reported correctly enrolled.
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Z-_ BILL NOw _-fé’_

INTRODUCED BY

BY REQUEST OF THE BOARD 2? PUBLIC ACCOUNTANTS

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE AND
CLARIFY THE LICENSING LAWS FOR CERTIFIED PUBLIC ACCOUNTANTS
AND LICENSED PUBLIC ACCOUNTANTS; TO BROADEN THE BOARD OF
ACCOUNTANTS MANDATORY RULEMAKING AUTHORITYS TO ALLOW THE
BOARD TO REQUIRE ACCOUNTING EXPERIENCE AS A PREREQUISITE YO
RECEIVING A PERMIT; GRANTING THE BOARD AUTHORITY TO ASSESS
INVESTIGATIVE COSTS; PROVIDING FOR EXCEPTIONS TO PRIVILEGED
COMMUMEICATIONS; AND PROVIDING A PENALTY; AMENDING SECTIONS
37-50-102, 37-50~201, 37-50-203, 37-50~-301 THROUGH
37-50-303¢ 37-50-305¢ 37-50-308, 37-50-311, 3T-50~312,
37-50-314%4¢ 37-50-316y 37-50-321. 37-50-322y+ 37-50-333

THROUGH 3T=50-3359 37=50-342s AND 3A7-50-402s MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MDNTANA:
Saction l. Section 37-50-1D2y MCAy is amended to reads:
*37-50~102« Exemptionss Nothing contained in this

chapter shall prohibit any person not a certified public

accountant or 1icensed public accountant from serving as an
employae of or an assistant to a certified public accountant
or a ticensed public accountant holding a *eense perali to

practice under 37-50-314 or a partnership or corporation
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composed of certified public accountants or licensed public
accountants registered wunder ¢this chapter or a foreign
accountant reglistered under 37-50-313 provided that such
employee or assistant shall not issue any accounting or
financial statament over his name."

Section 2. Section 37-50-201y MCAy Is amended to read:s

"37-%50-201. Organization — general rulemaking power
== quorum -— seal -- records. (1) The board shall elect
annually a chairmany and_a secretarys~and-treasurer from its
nemberse

{2y The board may adopt rules for the conduct of its
affairs and the administration of this chapter.

(3) A gquorum for the transaction 6f business consists
of three members of the boarde

(%) The board shall have a seal which shall be
judicially noticed.

(5) The department shall keep records of the board's
proceezdinge In a3 proceeding in courty civil or criainaly
arising out of or founded on this chaptere copieas of these
records certified as correct under the seal of the board are
admissible in evidence as tunding to prove the content of
thasa recordsa™

Section 3, Section 37-50-203¢ MCAy is amended to read:

*37-50~-203. Rules of the board ==—-sslteivation——of

advisory-~comments. (1) The board may adopt such rules

-2- INTRODUCED BILL
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consistent with the purposes of this chapter as it considers
necessarys

{2) The board shall adopt:?

{a) rules of professional conduct approprlate to
establish and maintain a high standard of Integritys
dignitys and competency in the profassion of public
accounting including competency in specific flelds of public
accounting;

{b) rules of procedure goveraing the conduct of
matters before the board;

{c) rules govearning education requirementss. AL
provided _in 31-50-305s for Issuance of the certificate of a
cartified public accountant and tha ticense for 1licensed
public accountant$

(d) rules prescribing requirements for continuing
education to be wet by certifled pudlic accountants and
licensed public accountantsy in order to adintain their
professional knowledge and competencey as a copdition to
continuing in the practice of public accountinge In issuing
rules and individua? orders regarding continuing educations
the boardy in its discretion:

(i) mayy among other thingss uwse or rely upon
guidal ines and pronouncements of recognized sducational and
professional! associations;

{il) may prexcribe the contenty durations and
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organization of courses: and

(iii) shall take into account the accessibility ¢to
applicants of such continuing education as it may require
and any impediments to iInterstate practice of public
accounting that may result from differences in such
raquiraments in other states;

(e) rules governing partnerships and corporationas
practicing public accountingy including but not lisited to
rules concerning their styles names titlay and affitiation
with any other organization and establishing reasonable
standards with respect to professiconal liability Insurance
and unimpaired capital and prescribing Joint and several
tiabitity For torts relating to professional services for
shareholders of any such corporation failing to comply with
such standards; and

{f} rules setting forth the terms, not exceeding 2
yearss snd-areas-of-eupartence required for certification as
a certified public accountant and licensing as a licensed
public accountante}

£91__intecnal rules considersd nacessacy _ka._icitiale
and—_conduct._investigations _and_protect.tbe.confidences of
the clieat of apy.certified public .accountant .or. liceoiad
aublic ___accountant.. _subjected __to_ . _bosrd.. disciplloacy
procandingsi ’

{b) _rules __gdefining _ _requiresegts. . _for. _accounting

e
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especiances__not__exceading 2 __yearss for issyapce of the
lnitial_agoual permiti_sed

{i)._cules_io_soforce the_provisions.of . .this__chanters
the_ _pucpose..of _which rules shall be to orogide for the
aonitoring of the profession of public accounting and  to
maintajn the quality of the accounting professions

$3y-~At--teasrt--60-days-prier—to-the-adoption—of—e—prute
or—-apenduenty-~the--departsent--shati--naii-—copies—of—the
propoted-—rate——or-anendment—to—easch-holder-ef-a-corcificare
or-}icense-issved-under-33-50-3t4v-with—e--nottee=radvising
hia--of-the-propesed-effective~date~of-the-rote—or—anendment
and-requesting-that-he-subnit-nis-comments-en~¢t-at-teast-15
deys—prior-——to——the——effectives~datas~~Fhesa-—conments—are
advisory-—ontyr--Fhe-—departaentie-cesrtificate-of~natiing-to
Freensad-aceountants-+s-conetusive-proof-therenfy®

Section %« Section 37-50-301y MCAy is amended to read:

=37-50~301« I11egal use of titles (1) NO person may
assume or usé the title or designation "certified public
accountant™ or the abbreviation "CPA® or any other titles
desigrations wordse lettersy abbreviations signes carde oOr
device tending to indicate that such person is a certified
public accountant unless such person hes-reeséved-e nolds a
curcent certificate as a certified public accountant +n-sewme
state--and--s-—certified--under--37-50-302y--33-5¢-318y—-or

33=58-31t-and-ati-of -such-personts-offices-in-chis—state-for
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the---~practice——of-——publ ie--accounting--are——-nsintasined-——and
reqgtatered-as-required-under-33-50~335% uyndec _this__chagtacs
Howevers a Fforeign accountant who has registered under the
provisions of 37-30-313 may use the title under which he is
generally known in his countryy followed by the name of the
country from which he received his certificatey licensey or
degrees

(2) No partnership or corporation shall assume or use
the title or designation "certified public accountant® or
the abbreviation ®CPA®™ or any other titley, designations
wordsy tetters, abbreviation, signs carde or device tending
to Indfcate that such partnership or corporation is composed
of certified public accountants unless it Is registered
undeyr 37-50-331 or 37-50-332, whichever is applicabley and
all of its offices in this state for the practice of public
accounting are maintained and registered as raquired under
3T-50-335.

[3) No person way assume orf use the title or
designation ®*1icensed public accountant™e Mpublic
accountant®, or any other titley designations words,
lettersy abbreviations signs cardes or device tending to
indicate that such person is a public accountant unless such
person +#s--%reensed holds. _a.curcenk_licepnse as a licensed
public accountant under this chaptery-—hotde-—a-=carrent

ticense-~tssned--under~-37-56-3t4v-~and-att-of-aneh-peraonss

—f-
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offiees—in-thia-state—for-the-practice-of-pubtic——aecounting
are-mainteained-and-registered-as-required-under-33-56-335-or
untess-seeh-person-has-received-a—certificate-as-a-cereified

pubtic--accomntant—~in-~some--statey-helds-a-ecurrent-Ficenas

Y - 4 AT ~E0
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persenis-—offiaes~—+n
this-~state-—for——the--practice——of-—public~-sceonnting-—are
maintatned-and-regrstered-as-required-under-3F=5-235,

{4) No partnership or corporation may assume or use
the title or designation ®licensed public accountant™s
"public accountant®s or any other title, designations wordse
letters, abbreviations signs cards or davice tending to
indicate that such partnership or corporation is composed of
public accountants unless it is registered under 37=50-331,
37-50-332y 37-50-333, or 3I7-50-334y whichever is applicables
and all of its offices in this state for the practice of
public accounting are maintained and registered as required
under 37-50-335.

{$) No persons corporations or partnership may assume
or use the title or designation "certified accountant™y
"chartered accountant®, %enrolled accountant®, ®licensed
accountant®s *registered accountant®s or any other title or
designation likely to be confused with ®"certified public
accountant™y ®Yicansad public accountant™, Spublic
accountant™ or any of the abbreviations "CAWNy WEAW, WLA%, or

"RA® or similay abbreviations Vikely to be confused with
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=CPA®, Howevers a forelgn accountant whe bas registered
under__371-50-313 wmay use the title under which he is
generally known In his countrys followed by the name of the
coﬁntry from which he received his certificates licenser or
degreees

{6} HNo person iay sign or affix his name or any trade

or assumed name used by him in his profession or business

with any wording indicating that he has expert knowledge in

accounting or auditing to any accounting or financial
statement or to any opinion ony report ons or certificate to
any accounting or financlal statement unless he holds a
current ¥icense permit Issued under 37-50-31& and all of his
offices in this state for the practice of public accounting
are maintalned and registered under 37-50-335. Howavery the
provisions of this subsection do mot prohibit any officer,
employees partners or principal of any organization from
affixing his signature to any statement or report iIn
reference to the financial affalrs of that organization with
any wording designating the positions titlee or office which
he holds in that organizations nor do the provisions of this
subsection prohibit any act of a public official or public
employee in the parformance of his duties as suchs

(T} No person may sign or affix a partnership or
corporation name with any wording indicating that It is a

partnership or corporation composed of parsons having expert
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knowladga in accounting or auditing to any accounting or
financjal statement or to any report on or certificate to
any accounting or financial statement unless the partnership
or corporation is registered under 37-50-331y 37-50-332,
37-50-333¢ or 37-50-334 and all of its offices in this state
for the practice of public accounting are maintained and
registered as requirad under 3T7-50-335,

(8) No person wmay assume oOF use the title or
designation "certifled public accountant™ or “public
accountant® in conjunction with names indicating or implying
that there is a3 partnership or corporation or in conjunction
with the designation "and company™ or "and co«™ or a similar
designation ifsy in any such casey there is in fact no bona
fide partnership or corporation registered under 3T-50-331s
37-50-3329 37-50-333y or 37-50-334a Howeversy it is Tlawful
for a sole proprietor to continue the use of the deceased’s
name in connection with his business for a reasonable period
of time after the death of a former partner.®

section 5. Section 37-50-3G2¢ MCAs is amended to read:

"37-50-302« Certified public accountants -——
certification - qualifications and regquirementse.
Eereification Ibe board shall graat an .isitlal certificate
as a certified public accountant ¥s-aveilable to any person
who?

{1} is of good moral characters
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{2) bhas successfully passed the certified public
accountants® examinationi and

t3) ®meets the requirements of education set forth in
this chapter and in board rules.”

Section 6. Section 37-50-303y MCAs Is amended to read:

*37-50-303s Public accountants - licensure -
qualifications and requirements. btecensure Ihe_hgard shall
graot_ap-initial_}icense as a Llicgnsied public accountant +s
avat+abte to any person whot

ti)--¢s~—a-~resident——of—-this--seate-or-hayr-e-place-of
busvness—in-thit-stoate-ory-—a3——an--employeey—-ta-—regqutarty
enployed-in-this—stotet

+2¥41) is of good moral character;

¢39(Z) wmeets the requirements of education set forth
in this chapter and_hoard ruless and

t+%¥L32) complies with the qualifications and
requiraments in any one of the subsections of 37-50-304."

Section Te Section 37-50-30%5y MCAy is amended to read:

#37-50-305. Education raquirements. A candidate for
certification as a certified publlic accountant or Jlicensing
as a licensed public accountant must have graduated from a2
colliege or university accreditad to offer a baccalaureate
degree:

(1) with 2 concentration in accounting; or

(2} with a concentration other than accounting if

-] 0=-
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supplemented by gxparience.or by related courses in other
areas of business adminlistration and the board detesrmines
that an equivalent education has been achieved.®

Section 8« Sectlon 37-50-308¢ MCAs Is amended to read:

*37-50-308., Examinations Except as provided in
37~1-101{4%4)y the department shall hotd-and~grade pdminister
a written examination in accountings auditings and related
subjects as the board determines appropriates The grade
determination of the department Qgard is final in each case.
The deparement bgard may use the examination and grading
services of the American institute of certified public
accountantse The examination wust be held at Teast annuadlly
and at such other tlmes as applications warrante. The board
may determine the time and place of examination and may
adopt rules necessary for the orderly conduct of the
examinations™

Section 9. Section 37-50-311y MCAy IS5 amended to read:

"37-50-311s Certified public accountants -~ waiver of
examination for holders of forelgn or out-of-state ¥Iyecense
licensesa.cectificatess perajtse or degrees. The board in
its discretion may waive the examination and issue a
certificate as a certified public accountant to any person
otherwise eatigible therefor who is the holder of a
certificatay__ licenses of pecmit as a certified pub}ic

accountants then in full force and effecty issued under the
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laws of any state or is the holder of a certificate.
licensey or degree in a foreign country constituting a
recognized qualification for the practice of public
accounting in such countrys comparable to that of a
certified public accountant in this statee which Is then in
full force and effecty where the requirements entitling him
to practice as such certified public accountant were
substantially equivalent to those in force in tha state of
Montana at the time the certificate was originally issued.®

Section 19. Section 37-50-312¢ MHCAy is amended to
reads

®37-50-312« Public accountants - waiver of
examination for holders of out—of-state licenses. The board
In its discretion may waive the examination and reglister as
a licensad public accountant any person otherwise eligible
therefor who Is the holder of a license as a licensed public
accountanty then in full force and effecte Issued under the
laws of any state or is the holder of a licensa or degree In
a forelgn country constituting a recoghized qualification
for the practice of public accounting in such countrys
comparable to that of a llcensed public accountant in this
states which is then in ful) force and effacty where the
requirements entitling him to practice as such licensed
public accountant were substantially equivalent to those in

force in the state of Montana at the time the license was
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originally issuede”
Section 1le Section 3T7-50-314s MCAs 5 amanded to

read:

"37-50-314e Annual certificatiéon-~or-Ficenzrare permit
required == displaye (1) Annmal-certificates-and-}iconses No
person_may eagage io the practice.of public _accounting .in
this_state upless _he holds s cyrcent anoual pecsit Issued by
the _degartmante Ao socual permit to engage in the practice
of public accounting in this state shall be Issued by the
department to0 eertified-publie-secsuntants-and=-to-icensed
pubtic-accountants a_person wba holds a current _cectificate
as_-a__certified public_accouptant oc license_as.a licensaed
public_accountaot and complies with.tbe.cequicesents of this
chapter= ¥here-is-en—onnual-certificata-or—ticonse——-renevad
Fee-~in-—an--amount--to--pe-deternined-by-the-bosrdv—Ainnued
cortificatea-and-dieconsas-expt re-en-Becender-3t-af-eeech-yaar
and-may-be-~renewad-for—a-—period-—of-~i--yoar——by-—eertified
pubtiec-~aceountants~—and-ticensed-publie-accotntants—+n—goad
stonding-on-paysent-of-the-sanust-renevel -fees

f2y-~A-——person-——who—-faits-—to——renew--hi+s—-tieense~—or
ecereif teate—shoii-~promptiy--surrender=it-to—the—beard-upon
requests

+39L2) Aftoer the expiration of the 3-year period
immadi ately following the effective date of a board rule

establisning continuing education requlirements, each

-13-
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application for renewal gof a_permit by a person who has hald
his cartificate or license for 3 years or more must be
accompanied or supported by evidence satisfactory to the
board of fulfillment of such requirements during the 3-year
period immediately preceding tha application.

t43432) The board may in Its discretion waive the
requirement stated In subsection €39 (2} if the applicant
agrees to follow a particular program or schedule of
continuing education agreeablas to the bhoarde

+54{%4) The board may relax or suspend continuing
education requirements fof an applicant who certifies that
he dies not iIntend te engage In the practice of public
accounting and for an applicant who cannot fulfill the
requirement due to individual hardships

€t63(3) Subject to subsections ¢4+ {31 and ¢Sy {X)+ the
board may revokes suspends or refuse to renew the
eertifieate~or-Fieense un;.Li,of an applicant who Ffails o
furnish evidence of having met thea continulng sducation
requirements established by the board.

L8l __Ihe curregt _acoual . pereit <o . engage...io.._the
meactice of public_accounting. susti-be_pcosinently disglayad
for_pupnlic lospectione”

Section 12« Section 237-50-316y MCA, is amended to
read:

#37-50-316s Other license fees prohibiteds No

-14=



MO W N e

v ® - >

10

12
13
14
15
16
17
18
19
20
z1
22
23
24

LG 0935,01

certificatas _permits or license fees shaill be imposed as a

condition upon the practice of public accountancy othar than

those provided for In this chapter.®

MEW_SECIIONs Section 13« Certificates licensey and -

permit expiration =-- renewal feess (1) Cartificates,
licensess and permits issued by the board explre on December
31 of each yeare

{(2) Certificates and 1licenses must be renewed by the
department upon paysent of the annual renewal fee prescribed
by the board.

{3) Permits must be renewed by the department upon
payment of the annual renewal fee and upon compliance with
the coatinuing education requirements prescribed by the
boards

Section l4. Section 37-50-321y MCAy Is amended to
reads

"37-50~-321+ Revocationy apnd suspensionvy—er~-refasat--to
renew of certificatey or licenses pr permit.or refusal . to
reoed permit - recovecy of __costse (1) After notice and
hesaring as provided iIn 37-50-341y the board may revoke or
may suspend any certificate issued under 37-50-302 or any
license qranted under 37-50-303 or may revokes suspends or
refuse to renew any Heense parpit issued under 37-50-314 or
may cansure the holder of any such licease for any oane or

any combination of the following causes:
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¢¥(a)l fraud or deceit in obtaining a certificate as
certified public accountant or Iin obtaining a license to
practice public accounting under this chapterj

t+24Lh) dishonestyy fraude or gross negligence in the
practice of public accounting:

t3¥4¢£) viciation of any of=-the provisions of 33=-56-38%
this chagter or rules of the boacdi

t4)y-—viotetion—~of--a-~-rater=of--prefesstonet——-conduct
promot gated—by—the-board-ander-the-authority-gronted-by—this
alyaptert

+5%{d) conviction of a felony under the laws of any
state or of the United States;

€6%(e) conviction of any crimey an element of which is
dishonesty or frauds under the laws of any state or of the
United States’

+¥¥LE) cancellationy revocations suspensions or
refusal to renew authority to practice as a certified public
accountant or a public accountant by any othaer state for any
cause othar than failure to pay an annual raegistration fee
in such other state;

te¥{gl suspension or revocation of the right to
practice before any state or faderal agencyesi

th) failuce_ ko pay.the.reoewal faes.prescribed by the
Rodards

L2)__Ihe _toard mays. . following . a final determipation
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esulting_in aoy disciplioacy —astion _taksn by  the__boacd
under._subsection (1) recover ftom the discipliosd pacty. all
ceasonable_costs.of any proceeding locurred foc.the gucnosss
af_thag discliplinacy. actions®

Section 15 Section 37-50-322, MHCAe Iis amended to
reads:

“37-50-322, HAeinstatement of certificates or licensey
oL_.pecmit to practice. On application in writing and after
hearing pursuant to noticey the board way authorize the
department toji

Ltl) issue a new certificatey to-a~-cartified-pubdic
accoantant-whose-tertifieote—has-besn-revoked-os nay-—permit
the--ralicensing-of-anyone-whose-tieense-has-been—revoked-or
ney-rebssve—or--nodify--the-—suspenston--of--a--ticense—to
pfeet+ee-‘-pnb++e--oeenunténg—-uhbeh--has--bcen-—feveknd-of
suspendedy licenses Qr_paceiti

{23 __reinstate a. _suspenged.__or_.revoked _cectificatas
licenses_or.permiti_or

£3)__wodify _the  terss_of suspansion of a cartificates
licensas or. permita™

Section 16« Section 37-50-333, MCAy is amended to
read:

n37-50+333. Partnership composed of public accountants
-— registrations (1) A partnership engaged in this state in

the practice of public accounting must register with the
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department as a partnership of licensed public accountants
provided it meets the Ffollowing requirements:

(a) At least one general partner wust bé a certifled
public accountant or a licensed public accountant of this
state in good standing and a holder of a ¥#iecense pearait
issued under 37-50-314 which is in effecte.

{b) Each partner personally engaged in this state in
the practice of public accounting must be a certified public
accountant or a licensed public accountant of this state in
good standing and a holder of a }ieense parplt issued under
37-50-314 which is in effecte

(c) Each local manager in charge of an office or a
firm In this State must be a certified public accountant or
a licensed public accountant of this state in good standing
and a holder of a #icense porsit issved under 37-50-314
which is In effecte

{2) Application for registration must be made on the
affidavit of a general partner of the partnership who holds
a téemenae ng531£ to practice in this state as a certified
public accountant or as a licensed public accountante The
board shall in each case determine whether the applicant Is
eligible for registratione A partnership which is registered
may wuse the words "public accountants®” in connection with
its partnership namee Notification shall be given the

department within 1 wmonth after the admission to or
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withdrawal of a partner from a partnership so registered."

Section 1T« Section 37-50-33&s HCAs s amended to
reads

'57-50-33§~ Corporation composed of public accountants
== ragistrations {1} A professional service corporation
or gani zed for the practice of public accounting must
register with the board as a corporatfon of public
ac:ﬁuntants provided it moets the following requirements:

{a) The sole purpose and business of the corporation
must ba to furnish to the public services not inconsistent
with this chapter or the rules of the boards but the
corporation may invest its Ffunds in a mapnar not
incompatible with the practice of public accounting.

(b) At least one shareholder thereof must be a
certified public accountant or public accountant of this
state in good standing and must hold a ¥++eemnae permit issued
under 37-50-31% which is in effect.

fc) €ach shareholder of the corporation must be a
certifiad public accountant or a licensed public accountant
of some state in good standing and must be principally
employad by the corporation or actively engaged In its
business. No other person may have any interest in the stock
of th2 corperations The principal of the corporation and any
officer or director having authority over the practice of

public accounting by the corparation must ba certified

-]

® ~ W oW N

o

10
11
12
13
14
15
16
17
is8
19
Z0
21
22z
23
z4
25

LC 0925701

publ iz accountants or public accountants of some state in
good standinge

{d} E&ach shareholder of the corporation personally
engaged within this state in the practice of public
accounting as a meaber thereof must be 3 certified public
acgountant or a licensed public accountant of this state in
good standing and must hold a icense pgralt {ssued under
37-50-314 which is in effect.

(e) 1In order to facll{tata compliance with the
provisions of this section vrelating to the ownership of
stocky there must be a written agreement binding the
corporation or the qualified shareholders to purchase any
shares offersd for sale by or not under the ownership or
effective control of a gqualified shareholder and binding any
shareholder not a qualified sharcholder to sell such shares
to the corporation or the qualified shareholderss The
agreement must be noticed on each certificate of corporate
stockes

{2y Application for such registration must be aade
upon the affidavit of a shareholder who holds a certificeate
or~~Hreense peralt to practice in this state as a certifled
public accountant or licensed public accountante The board
shall determine whether the applicant is eligible for
registrations. A corporation which is $o registered may use

the words %public accountant™ or tha abbraviation "PA" in

-20~
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connection with its corporation pname. HNotification shall be
given the board within 1 wmonth after the admisslion or
withdrawal of a shareholder of a corporation so registered.®

Section 18s Section 37-50-335, MWCAy s amended to
reads

"3T-50-335. Registration of officas. Each office
established or malntained in this state for the practice of
public accounting in this state by a certified public
accountant or a partnership or corporation of certified
public accountants or by a Vicensed public accountant or 2
partnership or corporation of licensad public accountants of
by one registered under 37~50-313 shall be registered
annually with the departmsent. A fee may not be charged for
this reglstratione In additions each individual engaged in
this state in the practice of public accounting must be
certiftad-—or~Fieeneed hays annually recelyed a_pgecmit under
3T-50-314."

Section 19« Section 37-50-342y MCAy is amended to
read:

n37-50-342. Violation. Any person who violates any
provision of 33-58-36k-shett-be this_chapier ac_the rules of
the board_jis guilty of a misdemeanor and__upon _conviction
shall__be_.punisbed by a fine gf not sore than.%1:000s Ry
ipprisonment _jo_the_couoty Jall fer_noil sorg than . sonthis
or_by both such fins pod isprisonsent.®

-21-
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Section 20+ Section 37-50~402y MNCA, is awmended to
reads

®3T-50-402. Privileged communicationss Except by
peraission of the client or person or firm or corporation
engaging him or the heirse SUCCeSSOrsse or personal
representatives of such client or person or firm or
corporation and except for the aexpression of opinioas on
financial statementssy no certified public accountant.
licensed public accountants or employee thereof Sshall be
required to #nor shall he voluntarily disclose or divulge
Iinformation of which he may have become possessed ralative
to and In connection with any professional services as a
public accountante The information derived from oaor as a
result of such professional services shal)l be deomed
confidentlal and privilegedes The provisions of this section
shall not apply to the testimony gr_documents of a public
accountant géiven furnished pursuant to a subpoena in a court
of competent jurisdiction pr a_boacd proceediage®

MEM_SECTIONs Section 21. Codification instructions
Section 13 js intended to be codified as an integral part of
Title 37y chapter 50+ and the provisions of Title 37,
chapter 50y apply to section 13.

-End-

-22~
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STATEMENT OF INTENT

SENATE BILL 392

This bill requires a statement of intent because it
requires rulemaking by the Board of Public Accountantse

Jnder new subsecticns added to section 37-50-203s the
Board must adopt internal rules to preserve the confidences
of clients of investigated public accountantss rules
defining experijence requirements and rules for
investigations and enforcement of the law and board 7rulese.
The internal rules required are Iintended to prevent
disclosure by board members and employees of facts learned
through board investigations which the client of the
investigated partys who may be unaware of the investigations
never consented toe The Legislature believes this to be a
sensitive areay as investigations may or may not result in
civil and criminal charges and may aven result in legal
action by others against the client. Rules qoverning
exparience required by the fSoard must require only so much
experience as is necessary for the protection of the public
and Tust not impede access to the profession by those
persons reasonably well qualifieds Enforcement rules must
create a positive enforcement program which will require
application of continuing education principles for persons

whos among otherss may be close to violations of the Yaw but

SB 392

for which other disciplinary action is not warranted.

-

SECOND READING
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Approved by Committee
on Business and Industry

SENATE BILL NO. 392
INTRODUCED BY ELLIOTYs GAGE

BY REQUEST OF THE BUARD DF PUBLIC ACCOUNTANTS

A BIL. FOR AN ACT ENTITLED: ®AN ACT TC GENERALLY REVISE anD
CLARIFY THE LICENSING LAKS FOR CERTIFIED PuUBLIC ACCOUNTANTS
AND LICENSED PUBLIC ACCOUNTANTS; TO BROADEN THE BJARD OF
ACCOUNTANTS MANDATORY RULEMAKING AUTHORITY; TO ALLOW THE
BOARD TO REQUIRE ACCOUNTING EXPERIENCE AS A PREREQUISITE TO
RECELIYING A PERMIT; GRANTING THE BOARD AUTHORITY TO ASSESS
INYESTIGATIVE COSTS; PROVIDING FOR EXCEPTLIONS TO PRIVILEGED
COMMUNICATEONS AND PROVIDING A PENALTY; AMENDING SECTIONS
3T-5G-102, 37-50-201, 37-50-203y 37-50-301 THREUGH
37-50-303s 37-50-3054 37-50-308, 37-50-311¢ 37-50-312
37-50-314. 37-50~-316s 37-50-321. 37-50~322+ 37-50-333

THROUGH 37-50-335 37-50-342, AND 37-50-402y MCA."

BE IT ENACYED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 37-50-102s MLCAs iS amended to read:
"37-50~-102+. Exemptions. Nothing contained Iin this

chapter shall prohibit any person not a certified public

accountant or lTicensed public accountant from serving as an
employee of or an assistant to a certified public accountant
or a licensed public accountant holding 3 *+ecense permit to

practice under 37-50-314 or a partnership or corporation
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composad of certified public accountants or licensed public
dccountants registered under thls chapter or a foreign
dccountant vregistered under 37-50~313 provided that such
employze or assistant snhall not issue any accounting or
financial statement over his name.®

Section 2. Section 37-50-201e MCA. is amended to read:

"37-50-201. Organization -- general rulemaking power
—-= quorum -- s52al -~ recordse (1) The board shall elect
annually 2 chairmany aogd_3 secretarys-and-eressarer from its
memberse

{2) The board may adopt rules for the conduct of lts
affairs and the administration of this chapters

{3) A quorum for the transaction of business consists
of three members of the boarde.

(4} The board shall have a seal which shall be
Judicially noticed.

{5) The department shall keep records of the board®s
proceedinges In a proceeding in courts civil or criminaly
arising out of or founded on this chaptery copies of these
records certified as correct under the seal of the board are
admissibie in evidenc2 as tending to prove the content of
these records.”

Saction 3. Section 37-50-203y HdCAs is amended to read:

"37-50-203« Rules of the board =----soticitation——-of

edvissry-—cemments. (1) The board wmay adopt such rules

-2=- 5B 392
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consistent with the purpeses of this chapter as it considers
necessarya.

{2} The board shall adopt:

{a) rules of professional conduct appropriate to
estabtish and wmaintain a high stardard of integrityy
dignitys and competency in the profession of  public
accounting including competency in specific flelds of public
accountings;

(b} rules of procedure governing the conduct of
matters before the board;

fc) rules governing education requirementss___ a5
proyided _in_31=50-3205. for issuance of the certificate of a
certified public accountant and the license for licensed
public accountant;

{d) rules prescribing requirements for continuing
education to be met by certified public accountants and
licensed public accountantss in order to maintain their
professional knowledye and competences as a condition to
continuing in the practice of public accounting. In Issuing
rules and individual orders regarding continuing educations
the brarde in its discretijon:

(i] mays among other thingss use or rely upon
guidel ines and pranouncements of recognized educational and
professional associations;

{ii) may prescribe the contenty durations and
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organization of courses;i and

{ifi) shall take inte account the accessibility to
applicants of such continuing education as it may require
and any impediments to interstate practice of public
accounting that may result from differences in such
requirements in other states;

{=} rules governing partnerships and corporatiaons
practicing public accountings including but not limited to
rules concerning their styles names titles and affiliation
with any other organization and estabiishing reasonable
standards with respect to professional! liability insurance
and unimpaired capital and prescribing joint and several
Yiability for torts reliating to professional services for
sharehoslders of any such corporation failting to tomply with
such standards; and

tFr-—rotes-setting-forth-the-—terasy-—not-—exneedirmg-=2
yearsy-and-areas—of-experience-requiresd-for-ecertificatton-as
a-—cert+fied-—pabi+c--occountant-and-Ireensing-as-a-tieensed
pubdre-nccountantst

taXif)l._iaternal rules considered pecassacy Lo initiate
apd.Coaduct ioyestigatieons.aod. proetect the _confidences of
the__client _of_ _any certified public accountant of licenssd
nuhlla-__acnnuu;anh.__iuhiestgn_._Lé.__nnazd____dlssLnllnaL!
prgceadingss

th¥(Gr_rules __defining_ _ceguirements...for _acgounting

—y- 58 292
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experisoces nor_excesding .2 _yearse _for _issuance _of . _the
ipitial_apoual _permiti_and
tidfB)__ryles __to _ enforce _the _provisions of _this
<haptecs fhe purnose of which rules_shatl _be to provide _for
tbe wogitoring.ef_tbe profession of public_accounting and. to
maiotain.tbe. qualixy of thg scogupting.crofessions
t3}--At-—teast--tLO-days-prior-to-the-adoption-of-a-pulte

or-amendmenty-—the--department--2hail-——meit--copies—-of--the

_propolctd--rule——or-antndment-to-each-holtder-of-a~cereificace

or-ticense-issued-under-37-58-314v-with--a-—netice--advising
hin-—af-tha-propessd-effective-dare-sf-she-rula-or—omendment
and-requesting-that—he-snbmit—-his-conments-on-ie-at-$east-15
deys--prior--to--the—-effective--dater-—Fhese-—comments~—-are
advisory--ontye-—Fhe-~department*s-certificate-of-matting-to
ticensed-acconntants—is-concinsive-proof-thereofs"

Section 4« Section 37-50-301+ HMCAy is awended to read:

#37-50-301e 1l1legal use of titles. (1} No person may
assum® or use the title or designation "certified public
accountant® or the abbreviation "CPA™ or any other titles
designationy wordse Jlettersy abbreviations signs cards or
device tending to indicate that such person is a certified
publiz accountant unless such person hes-reeeived-& holds 2
gurreat certificate as a certified public accountant #n-some
arate-~-and-—is-~cereified-—under--37~58-382y~—-3F-58-3by—-or

33-58-31t-and-ali-of-such-personts-offices-in-this-state-for
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the-~-grectice-—of--public--accounting-—are-—-maintained-——-and
reqistered-as-required-under—-37-58-335 ypder _this chapter.
Howevery a foreign accountant who has registered under the
provisions of 37-50-313 may use the title under which he is
generally known in his countryes followed by the name of the
country from which he received his certificates licensey or
degree.

{2) No partnershio or corporation shall assume or use
the title or designation ®certified public accountant™ or
the abbreviation "CLPA™ or any other title, designations
wordss letterss abbreviatione signe carde or device tending
to indicate that such partnership or corporation is composed
of certified public accountants unless it is registered
under 37-50-331 or 37-50-332y whichever is applicabley and
all of its offices in this state for the practice of public
accounting are maintained and registeraed as required wunder
37-50-335.

(3) No persoen may assume or use the title or
designation *licensed public accountant®e wpublic
accountant™s or any other titles designations wordse
lettersy abbreviations signe carde or device tending to
indicate that such person is a public accountant unless such
person  ts-~}ieensed Hholds__a_currenr_licspnse Aas a licensed
publiz  accountant wunder this chaptery——hetds—~a--ecarrent

ticense-~tssupd--nnder——37-56-3t4v——and-ett-of-such-personts

5 SB 392
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offtces-in-tnis-atate—for—the-practice-of-publie—-acconnting
are-matnteined-and-reqiscered-as-required-under—33-50-~335-ap
un*ess-sueh*persen-has—feee+ved‘a—eertiffeate-os—u-eaft+f&ed
pubtie--aceountsnt-—im-—some--statey-hotds-n-current-}icense
+ssued—undar-3?-se—aiﬁv-and*a*i-of—sueh—person‘s-ef¢+ees-—+n
thés—-state—-#of-—the--praet+ee—-of-—pnb}+c—-aeeountiag--ere
matntatned-ond-reqistered-as-requirad-under-33-56-335,

(4} No partnershin or corporation mey assume or use
the title or designation "licensed public accountant™,
"public accountant™s or any other titles designations wordse
letterse abbreviations signe carde or device tending +to
indicate that such partnership or corporation is composed of
public accountants unless it is registered under 37-50-331,
37-50-332y 37-50-333, or 37-50-334s whichever is applicables
and all of its offices in this state for the practice of
public accounting are maintained and registered as required
under 37-50-335.

{5} No persons corporations or partnership may assume
or use the title or designation "certified accountant®,
*chartered accountant®™ “enrolled accountant™s ™licensed
accountant®s ®registered accountant®y or any other title or
designation likely to be confused with Ycertified public
accountant®y ®licensed public accountant®y ®public
accountant® or any of the abbreviations *Ca%™, "EA", "LAYs or

"RA" or similar abbreviations Jikely to be confused with

-7~ 58 392
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=CPA®. Howevers a foreign accountant who has registered
yondar._37-50-313 way use the title under which he is
generally known in his countrysy followed by the name of the
country from which he received his certificatey licenses or
degree.

{6) No person may sign or affix his name or any trade
or assumed name used by hia in his profession or business
with any wording indicating that he has exvpert knowledge in
accounting or auditing to any accounting or Ffinancial
statement or to any opinion 9ne report one or certificote to
any accounting or financial statement unless he holds 2
current d+eense permit issued under 37-50-314 and all of his
officas in this state for the practice of public accounting
are maintalned and reqistered under 37-50-335. Howevers the
provisions of this subsection do not prohibit any officery
employeey partners or principal of any organization from
affixing his signature to any statement or report in
reference to the financial affairs of that organization with
any wording designating the positions titles or office which
he holas in that organizations nor do the provisions of this
subsection prohibit ary act of a public official or public
employee in the performance of his duties as suchae

(7} No person may sign or affix a partpership or
corporation name with any wording indicating that it is a

partnership or corporation composed of persons having expert

-8~ 58 392
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knowlzdge in accounting or auditing to any accounting or
Financial ‘statement ar to any report on or certificate to
any accounting or financial statement unless the partnership
or corporation is registered under 37-50-331s 37-50-332,
3T-50-333, or 37-50-334 and all of its offices in this staie
for the practice of public accounting are maintained and
registered as required under 37-50-335,

{B) No person may assume or use the title or
designation “certified public accountant® or “public
accountant®™ in conjunction with names indicating or impliying
that there is a partnership or cerporation or in conjunction
with the designation “and company™ or "and co.® or a similar
designation ify in any such casey there is in fact no bona
fide partnership or corporation registered under 37-50-3131,
37-50-332y 37-50-333, or 37-50-334. Howevery it is Yawful
for a sole proprietor to continue the use of the deceased®’s
name in connection with his business for a reasonable period
of tine after the death of a former partner.®

Section 5« Section 37-50-302¢ MCA+ is amended to read:

*37-50-302. <{ertified public accountants -
certification -— quatifications and requirements.
€ercifieation Ihe board shall grant an__initial__certificate
a5 a certified public accountant +s-avet+iab}e to any person
whoz

(1) is of good meral character;

-9~ 5B 392
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(2) has successfully passed the certified public
accountants? axamination; and

(3) meets the requirements of education set forth in
this chapter and in board rulesa.®

Section 6. Section 37-50-303y MCAy is amended to read:

®37-50-303., Public accaountants - licensure -
qualifications and requirementse. ttcemsure Ihe board sball
graot.an_initigl.licgnse as a licensed public accountant +s
avaftebte to any person who:

f&f——+s--n—-re:+dent—-oF-—eh+s--staee-ar-nas-e-p+eee—ef
business-in-this-state-ory--as——apn——employeey——is—-regutarty
eaptoyed-in—this—states

t2¥[11 s of good moral character;

t3¥L2) meets the reguirements of education set forth
in this chapter and_hoard rules; and

€4¥L3) complies with the qualifications and
requirements in any one of the suybsections of 37-50-304."

Saction Te Sectlion 37-50-305y MCAy is amended to read:

r37-50-3C%. Education requirements. A candidate for
certification as a certified public accountant or licensing
as 3 licensed public accountant must have graduated from a
colleae ar university accredited to offer a baccalaureate
degrea:

(1) with a concentration in accounting; or

{2) with a concentration other than accounting if

-10- 58 392
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supplemented by gxperignoge or hy related courses in other
areas of business administration and the board determines
that 2n eguivalent educaticn has been achieved«®

Section 8« Section 37-50-308, MCAy is amended to read:

"*37-50-308, Examinations Except as provided in
37-1-121{4)+ the department shall held-and-grade administer
a written examination in accountings auditings and related
subjects as the board determines appropriate. The grade
determination of the departmemt hoard is final in each case.
The department hoard may use the examination and grading
services of the American institute of certified public
accourtantss The examination must be held at Teast annually
and at such other times as applications warrante The board
may determine the time and place of examination and may
adopt rules necessary for the orderly conduct of the
examination."

Section 9. Section 37-50-311, MCAy is amended to read:

¥37-50~311« Certifiad public accountants -- waiver of
examination far hclders of forelgn _gr out-of-state ++ecense
ligepsess_ceoctificatess permits: nr degress. The board in
its discretion may waive the examinpation and issue 2
certificate as a certified public accountant to apy person
otherwise eligible therefor who is the helder »f a
certificatey__licenses._Qr _permit as a certified public

accountante then in full force and effecty issued under the
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laws »f any state or is the holder of a certificatey
licenses or degree ia a foreign country constituting a
recognized qualification for the practice of public
accounting in such countrys comparable to that of a
certified public accountant in this states which is then in
full force and effects where the requirements entitling him
to practice as such certified public accountant were
substantially equivalent to those in force in the state of
Montana at the time the certificate was originally issued.”

Section 10« Section 3T7-50-312y MCAs is amended to
read:

*37-50~-312+ Public accountants it waiver of
examination for holders of out-of-state licensSes The board
in its discretion may waive the examination and register as
a lizensed public accountant any person otherwise eligible
therefor who is the holder of a license as & licensegd public
accountants then in full force and effects issued under the
laws af any state or is the holder of a license or degree in
a foreign country constituting a recognized qualification
for tha practice of public accounting in such countrys
comparable to that of a licensed public accountant in this
states which is then in Full force and effecty where the
requiremants entitling him to practice as such Ylicensed
public accountant were substantially equivalent to those in

force in the state of Montana at the time the license was

-12~- $B 392
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originally issuede®

Sectlon 11. Section 37-50-314y MCAy is amended to
read:

*37-50-314« Annual eertifieation--or-ticensure permjt
requiced. z=.displays (1) Anmuai-eercificates-—ond-tiecnees Na
ReCaQ0_may _eongage in the practice gf _public _accounting _in
this_state unless.be_holds a current aonpual permit issued by
the. _deparigents_.dn_aodual_gecnit to engage in the practice
of public accounting in this state chall be issued by the
department to ecertrfred-puidlic—seceosuntanta-and-te-ticensed
pubtie-necodntants g person_uwhe holds _a.current. certificate
as__a _cextified _public_accountant or licenie as a_licensed
public_accountant_and.compglies wlth_ the gequirements of this
shagters Fhere-is-an-snaval-ecertificate-or-tieense-—renewnd
fee-—in--an-—amount—-to--be-determined-psy-the-boarde-—Annuat
eertificates—end-*ieenses-exp‘fe—en~Beeembef-ai—ef—eaen—yeef
and-may-be-renewed-for-a--period-~of--1--ytar--by--certified
pubtie—-necauntants-—end-tteensed—pubtic-netountants-in-yood
standing-en—-payment—of-the-annual-renewal-fees

t2p-—h--person--whe--faits--to~~renew--his~--tieense--or
certifreate——shati——prempetiy-—surrender-it-to-tha-ssard-upon
requestry

33121 After the expiration of the 3-year period
immediately following the effective date of a board rule

establtishing continuing education requi rementsy each

~13- 58 392
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application for renewal of a_permit by a person who has held
his certificate or license for 3 years or more must be
accompanied or supported by evidence satisfactory to the
board of fuifillment of such requirements during the 3-year
periog immediately preceding the applications

t%443) The board may in its discretion waive the
requirement stated in subsection ¢34 (2) if the applicant
agrees to follow a particular program or schedule of
continuing education agreeable to the boarde.

t5¥L4) The board may relax or suspend continuing
education requirements for an applicant who certifies that
he does not Intend to engage in the practice of public
accounting and for an applicant who cannot fulfill the
requirement due to individual hardship.

t9¥L2) Subject to subsections 4% L3) and 5% (%) the
board may revokey suspendsy or refuse to renew the
ecertifireate~or-}ireense parplt of an applicant who fails to
furnish evidence of having met the continuing education
requirements established by the boarde

i)..Ike_ _current__anpual __parmit__io__gngage in_.__the
praciice. .9f public ascounting. must_ be preminently displaved
for. public_ inspectiona™

Section 12+ Section 37-50-31364 MCAy is amended +to

reads

*37~-50~-316. AQOther license fees prohibited. No

-14- 58 392



10
11
12
13
14
i5
16
17
i8
19
20
21
22
23
z4
25

58 0392702

certificates pera@its. or license fees shall be imposed as a
condition upon the practice of public accountancy other than
those provided for in this chapter."

HEU_SﬁﬁIIDH. Section 13, Certificate, licenses and
permit explration -~ renewal feess (L} Certificatess
licensesy and permits issued by the board expire on December
31 of each yeare.

(2) Certificates and Yicenses must be repewed by the
department upon payment of the annual renewal fee prescribed
by the board.

{3) Permits must be renewed by the department upon
payment of the annual renewal fee and upon compliance with
the continuing education requirements prescribed by the
boarde

Section 14« Section 37-50-321y MCAy is amended to
read:

"37-50-321s Revocationy gnd suspensionNy-or-refusal--ee
renew of certificates orF licensex gr_permit _or refusal_xo
Lenge 2ermit -=_recovery of cestse {1} After notice and
hearing as provided in 3T-50-341s the board may revoke or
may suspend any certificate issued under 37-50-302 or any
license granted wunder 37-50-303 or may ravokes suspends or
refuse to renew any téieense permly [ssued under 37-50-314 or
may cansure the holder of any such license for any one or

any combination of the following causes:?
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t+¥(a) fraud or deceit in obtaining a certificate as
certified public accountant or in obtaining a license to
practice public accounting under this chapter;

t2¥Lh)l dishonestys frauds or gross negligence in the
practice of public accounting;

€3¥{c) violation of any of-the provisions of 3¥-56-30%1
this coapter_or_rules of the_ board;

tey--viotatisn—of-—a-——rule——of--profesaianal—-aonduct
promat dated-by-the-board—under-the-auathoriey-granted-hy-this
ehapters

+5344{d) conviction of a felony under the laws of any
state or of the United States;

#53(g} conviction of any crimey an element of which is
dishonzsty or fraudy under the laws of any state or of the
United States;

+¥44£) cancellationy revocation, suspensions or
refusal to renew authority to practice as a certified public
accountant or a public accountant by any other state for any
cause other than failure to pay an annual registration fee
in such other statej

£83{g)l suspension or revocation of the right to
practice before any state or federal agencywi

Lhy__failure to pay the rengwal.fees .prescribed by _the
poards

121 __The board. .maye -follawing_.a_final determinaticn
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resultipg in any disciplinacy _actlioo _faken .by..the Deoard
uoder.subsection_{lls. recover from. the.discinlioed party all
reasgonable_cgsts-of.aoy._proceedioy incurred for the purposes
of that _disciplinary action.™

Section 15« Section 37-50-322+ MCAsy is amended to
reads

"37-50-322. Reinstatement of certificates or Ticenses
er_.Rarmit to practices On application in writing and aftier
heariag pursuant to noticey the board may authorize the
department tog

Lll issue a new certificates #op-a-eceptified-pubtie
accountant-whoase-certificate—hasr-beasn—revoked-or-may~—permit
the--relicenstng-of-anyone-whose~ticense-has-hesn-revoked-or
may-rerssue——or-—modify--the-—sospension——af--a--tieense-~-to
practice-——pubtte-—nccounting--which--has--been~-reveked--or
suspendeds licenses.. orf. permiti

{2)__reionstate _a__suspended__or . revoked —ceriificates
licenszs_or permiti_or

£3)__modify__the terms of suspension of a certificates
licensgs_or. permita™

Section 16« Section 37-50-333y MCAy is amended to
read:

"17-50-333« Partnership composed of public accountants
-— ragistrations (1) A partnership engaged in this state in

the practice of pubtic accounting must register with the
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department as 2 partnership of Yicensed public accountants
provided it meets the following requirements:

(a) At least one general partner must be a certified
publiz accountant or a licensed public accountant of this
state in good standing and @ holder of a 3¥iecense parmit
is5ued under 37-50-314 which is in effacta

{2) Each partner personally engagad in this state in
the practice of public accounting must be a certified public
accountant or a licensed pubiic accountant of this state in
good standing and a holder of a ¥teemse permlit issued under
37-59-314% which is in effecta

(c) Each local manager in charge of an office or a
firm in this state must be a certified public accountant or
a licensed public accountant of this state in good standing
and a holder of a %¥+eense parmit issuved under 37-50-314
vhich is in effect.

{2) Application for registration must be made on the
affidavit of a general partner of the partnership who hclds
a ¥tesnse peormit to practice in this state as a2 certified
public accountant or as a licensed public accountanta. The
board shall in each case determine whether tne applicant is
eligis>le for registration. A partnership which is registered
Mmay Jse the words "public accountants® in connection with
its partnership names Notification shall be given the

depart aent within 1 month after the admission to or

-18~- Sp 392
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witharawal of a partner from a partnership so registereds™

Section 7. Section 3I7-50-334, MCAy is amended to
read:

"37~-50-334. Corporation composed of public 3ccountants
== registrations (1) A professional service corporation
organi zZed for the practice of public accounting must
register with the board as a cerperation of public
accountants provided it meets the following reguirements:?

(@) The sole purpose and business of the corporation
must be to furnish to the public services not inconsistent
with this chapter or the rules of the boards but the
corporation way invest its funds in a manner not
incompatible with the practice of public accountings

{b) At least one shareholder thereaf must be s
certifiad public accountant or public accountant of this
state in good standing and must hold a ¥+eenve permit iSsued
under 37-50-314 which is in effect.

{€) F£ach shareholder of the corporation must be a
cartified public accountant or a licensed public accountant
of some state in good standing and must be principally
employad by the corporation or actively engaged in its
business. No other person may have any interest in the stock
of thz corporations The principal of the corporation and any
officar or director having authority over the practice of

public accounting by the corporation must be certified

=19~ SB 392

10
11
12
13
14
15
1s
17
18
19
20
21
22
23
24

25

S8 0392702

publiz accountants or public accountants of some state in
good standinge

{1) €ach shareholder of +the corporation personally
engagad Wwithin this state in the practice of public
accounting as a member thereof must be a certified public
accountant of a licensed public accountant of this state in
good standing and must holda 2 ++eemse perpit issued under
37-50-314 which is in effect.

fe}y In order to faciltitate compliance with the
provisions of this section relating to the ownership of
stocky there must be a written agreement binding the
corporation or the qualified shareholders to purchase any
shares offered for sale by or not under the ownership or
effective control of a qualifled sharehclder and binding any
shareholder not a qualified sharzholder to s211 such shares
to the corporation or the qualified shareholderss The
agrezement must be noticed on each certificate of corporate
StoCks

(2) Application for such ysegistration must be made
upon the affidavit of a shareholder who holds a certificate
er--ieense perpii to practice in this state as 2 certified
public accountant or licensed publiic accountant. The board
shall determine whether the applicant is etigible for
registratione A corporation which is so registered may use

the words ®™public accountant®™ or the abbreviation ®PA® in

~-20~- 5B 392



10
11
12
13
14
15
16
17
18
19
20
21
2z
23
24

25

SB 0392702

connectlon with its corperation name. Notification shall be
given tha board within 1 month after the admission or
withdrawa¥ of a shareholder of a corporation so registerad.®

Saction 18. Section 37-50-335y MCAy is amended to
read:

®37-50-335. Regfstratiﬁn of off%ces. Each office
established or maintained in this state for the practice of
public accounting in this state by a certified public
accountant or a partnaership or corperation of certified
public accountants or by a licensed public accountant or a
partnarship or corpoeration of licensed public sccountants or
by one registered wunder 371-50-313 shall be registered
annually with the departments. A fee may not bs charged for
this registrations In additions each individual engaged in
this state in the practice of public accounting aust he
certified-—or-ticensed have arnually recejved_a_permit under
37-50-314.%

Section 19« Sectionm 37-50-342, MCAy, is amended to
read:

%37-50-342+ Violatione Any person who violates any
provision of 3¥-59-30%~sheit-be Lhis chapier or_tbe_rules of
the board is guilty of a aisdemeanor and__upen__goovicrion
sball. be_puoished by a fine of nat_more than Aiw088 £300s by
impeisopeent _in_the county Jjail far not morse Lhan & _aonthise

or_by both_such.fine_apd _imprisonment.™
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Section 20. Section 37-50-402y MCA, is amended +to
read:

"37-50-402« Privileged communicationse. Except by
permission of the client or person or firm or corporation
engaging him or the bheirsy successorss or persanal
representatives of such client or person or firm or
corporation and except for the expression of eopinions on
Financial statementsy no certified public accountants
licepnsed public accountanty or employee thereof shall be
required to nor shall he woluntarily disclose or divulige
information of which he may have become possessed relative
to apd in connection with any professional services as a
public accountants The information derived from or as a
resulct of such professional servijces shall  be deemed
confidential and privilegeds The provisions of this section
shall not apply to the testimony or_documents of a public
accourtant given furnished pursuant to g subpoena in a court
of coapetent jurisdiction gr._a_board proceedings™

SEW_SECTIDN. Section 2le Codificetion instructions
Sectian 13 is intended to he codified as an integral! part of
Yitle 37y chapter 50y and the provisions of Title 37,
chaptar 50y apply to section 13.

~-End-
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T AMD  LICENSED PUBLIC ACCOUNTANTS: TO BROADEN THE BOARD OF
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9 BOARD TO REQUIRE ACCOUNTING EXPERIENCE AS A PREREQUISITE TO
10 RECEIVING A PERMIT; GRANTING THE BOARD AUTHORITY TO ASSESS
1 INVESTIGATIVE COSTS; PROYIDING FOR EXCEPTIONS TO PRIVILEGED
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19 Sectlon 1« Sectlon 37-50-102y MCAy is amended to read:
20 "37-50-102. Exemptionss Nothing contained in this
21 chapter shall prohibié any person not a certified public
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23 employee of or an assistant to a certified public accountant
24 or a licensed public accountant holding a ¥rcense permit to
25

practice under 37-50-314%4 or a partnership or corporation
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STATEMENT OF INTENT

SENATE BILL 392

This biVl requires a statement of Iatent because it
requires rulemaking by the Board of Public Accountantse.

Ynder new subsections added to section 37-50-203+ the
Becard must adopt internal rules to preserve the confidences
of clients of investigated public accountantss rules
defining experience requi rements and rules for
investigations and enforcement of the law and board rules.
The internal rules required are Intended to prevent
disclosure by board members and employees of facts learned
threuah board investigations which the client of the
investigated partys who may be unaware of the investigations
never consented toe The Legislature believes this to be a
sensitive areay as Investigations may or may not result in
civll and criminal charges and wmay even result in legal
action by others aqainst the clientes Rules governing
experience required by the Board must require only so much
experience as is necessary for the protection of the public
and must not impede access to the profession by those
persons reasonahly well qualtifiede Enforcement rules must
create a positive enforcement program which will require
application of continuing education principles for persons

whoy among otherss may be close to violations of the law but

1

far which other disciplinary action is not warrantede.
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SENATE BILL ND. 392
INTRODUCED BY ELLIOTTs GABE

BY REQUEST DF THE BOUOARD OF PUBLIC ACCOUNTANTS

A 8ILL FOR AN ACT ENTITLED: ™AN ACT TQ GENERALLY REVISE AND
CLARIFY THE LICENSING LAWS FOR CEARTIFIED PUBLIC ACCOUNTFANTS
AND LICENSED PUBLIC ACCOUNTANTS; TO BROADEN THE BOARD OF
ACCOUNTANTS MANDATORY RULEMAKING AUTHORITY; TO ALLOW THE
8DARD TO REQUIRE ACCOUNTING EXPERIENCE AS A PREREQUISITE TO
RECFIVING A PERMIT; GRANTING THE BOARD AUTHORITY TO ASSESS
INVESTIGATIVE COSTS; PROVIDING FOR EXCEPTIONS TO PRIVILEGED
COMMUNICATIONS: AND PROYVIDING A PEMALTY; AMENDING SECTIONS
37-50-102, 37-50-201, 37-50-203y 37-50-301 THROUGH
37-50-303y 37-50-305¢ 37-50-308, 371-50-311, 37-50-312,
37-50-314, 3T-50-316&» 37-50-321. 37-50-322y 37-50-333

THROUGH 3T-50-335, 37-50-34Z, AND 3T7-50-402y MCA."

BE IT EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
section L. Section 37-50-1024y MCAs is amended to read:
"37-50-102. Exemptions. MNothing contained in this

chapter shall prohibit any person not a certified public

accountant or }icensed public accountant from serving as an
employee of or an assistant to a certified public accountant
or a licensed public accountant holding 3 ¥+cense perajt to

practice under 37-50~314 or a partnership or corporation
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composed of certified public accountants or licensed public
accountants reqistered under this chapter or a foreign
accountant registered wunder 37-50-313 provided that such
employee or assistant shall not issue any accounting or
financia)l statement over his name.®

Section 2. Section 37-50~201, MCAs is amended to read:

»37-~50-20Ls Organization -- general rulemaking power
-=- quorum - 5$eal —-— recordse {l1) The board shall elect
annually a chairmany and_a secretarys-snd—treasorer from its
members .

{2} The board may adopt rules for the conduct of its
affairs and the administration of this chapters

{3) A quorum for the transaction of business consists
of three members of the boarde

(4) The board shall have a seal which shal}l be
judicially noticed.

{5) The department shall keep records of the board®s
proceadings In a proceeding in courtey civil or cr}ninal;
arising out of or founded on this chapter, copies of these
records certified as correct undar the seal of the buvard are
admissihle in evidence as tending to prove the content of
these recordse™

Section 3. Section 37-50-2034 MCAy is amended to read:

"37-50~-203. Rules of the board ----setteitation—of

advissry——comments. (1} The board may adopt such rules

—-2= SB 392
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consistent with the purposes of this chapter as it considers
necessarys

(2) The boara shall adopt:

{a) rules of professional conduct appropriate to
establish and wmaintain a high standard of integritys
dignitys and competency in the profession aof public
accounting including competency in specific fields of public
accounting;

{b} rules of procedure governing the conduct of
matters before the board;

(¢} rules governing education requirementss___as
provided. _in.37-50=305¢ for issuance of the certificate of a
certified public accountant and the license for llicensed
public accountant;

{d) rules prescribing requirements for continuing
aducation to be met by certified public accountants and
licensed public accountantse In order to maintain their
professional knowledge and competences as a condition to
continuing in the practice of public accounting. In issuing
rules and individuat orders regarding continuing educations
the brards in its discretion:

fi) wmayy among other thingsy wuse or rely upon
guidel ines and pronouncements of recognized educational and
professional associations;

(ii) may prescribe the contenty durations ana
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organization of courses; and

{iti} shall take Iinto account the accessibility to
applicants of such continuing education as it may require
and any impediments to interstate oractice of public
accounting that may result from differences In such
requirements in other states;

{e) rules governing partnerships anag corporations
practicing public accountings including but not liwmited to
rules concerning their styley names titlesr and affiliation
with any other organization and establishing reasonable
standards with respect to prefessional 1liability insurance
and unimpaired capital and prescribing joint and several
tiability for torts relating to professional Services for
shareholders of any such corporation failing to comply with
sych standards; ond

tfy--rates-setring-forth~the--termsy~—not--exeeeding- -2
yearsy-snd-areas-af-experience-required-fer—eertifiecation-os
a-—eertified-——publie-—-acecountant-and-ticensing-as-a-i+eensed
pubdic-acesuntantsg

tglE)__interpal rules considered.gecessary_to.joitiate
and_coonduct_iovestigations.and_protect _the _confidences of
the _client of _any certified public_accountant or licensed
public_ .. atcountant.__subjected  _io.__board . _disciplinacy
proceediogss

totiBl__rules. __definipng _requirssents _for__accounting

b B $8 392
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pEpecivnces. not_exceediog. Z..¥yeacss_ _for _lssuance of _the
initia) aonual permiti_and

ti¥(H}__rules __to___enforce the provisions .of. this
chaptecs_the purpose of which rules.shall be to.provide _for
the_sonitoring of the profession of public accounting and to
maintain_the guality of the accountiog. professions

£3y--At-——teast——6B~days-prior-to-the-adoption-ef-a-rute
or-amendmenty-—the——department——shalt-—pati——copies——af-——the
proposed-—rule——or-apenduent -to-each-holder-of-a-cereificate
or-Ficense~issved-under-3¥-58-3 t4r-with--a—-notice-~-advising
him--of-the-proposed-effective-daterof-~the-rule-er-smendment
and-requesting-that-he-subait-nis-commenca-an—4dt-at-ease-15
days—oarror-—te-—the——effective-—datev--Fhese—-comments——are
advisory--ontye-~Fhe--departmentta-certificate~-of-maiting-to
d+eensed-aseccoantants-is-conciosive-proef-thereof»®

Section 4. Section 37-50-301ls HCAs is amended to read:

"37-50-301. Il1legal use of title. (1) No person may
assume or wuse the title or designation “certified public
accountant™ or the abbreviation "CPA™ or any other title,
designations wordss letterss abbreviations signs carde or
device tending to indicate that such person is a certifled
public accaountant unless such person has-reeedved-a holds a
currext certificate as a certified public accountant +a-seme
state-~and-~4s--certifired--under~-33-50-302y--33-56-328v--or

3¥-58-3tt-ond-att-of-sach—personis-offices-in—this—state~for
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the——proctice-——of-—pubtte-—-accounting-—are——aastntatned-—and
regéstered-as-required-onder-3¥-50-335 updar_ _this _chapiers
Howevery a foreign accountant who has registered under the
provisions of 37-50~313 may use the title under which he is
generally known in his countrys followed by the name of the
country from which he received his certificates licensee or
degreees

{2} No partnership or corporation shall assuse or use
the title or designation "certified public accountant®™ or
the abbreviation %CPA® or any other title, designatiane
wordsy lettersy abbreviations s$igne cardy or device tending
te indicate that sSuch partnership or corporation is composed
of certified public accountants unless it is registered
under 37-50-331 or 37-50-332, whichever is applicables and
all of its offices in this state for the practice of public
accounting are wmaintained and reqgistered as required under
37~-50~335.

{3) No person may assume or use the titie or
designation "licensed public accountant™y "public
accountant®™., or any other titles designations wordse
letterss abbreviations signy carde or device tending to
indicate that such person is a public accountant unless such
person  +9-—4reensed holds a3 _curcept. . license as a licensed
pubti~- accountant under this chaptery-—hotds-~a--carrent

}icenrn—-issued-—dader——3¥-58~3t4y——and-ati-of-such-personts

- - 58 392
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offieer-in-enis-scote~for-the-practice-of-publie--ateaunting
are-maintained-and-reqistered-as-required-onder~3¥-56=335-or
untess—syeh-person-has-~received-a-cereificate—as-o—certtfred
pubtte—~accountant-—in--seme-—-statey-hotds-a-carrent-+icense
T3sned-under-3#-58-314r-and-oti-of-such-personta-offices——in
this~-state—Ffor--the--nracticte——of--pubtie--sccounting-~ere
matntoined-and-regrastered-as-regquired-ander-3¥=-56-335.

{(4) HNo partnership or corporation may assume or use
the title or designation "licensed public accountant®,
"public accountant™s or any other titles designationy words,
letterss abbrevlations signs cardy or device ¢tending to
indicate that such partnership or corporation is composed of
public accountants unless it is registered under 37-50+331,
37-50-332, 37-50-3334 or 37-50-334y whichever is applicable,
and all of its aoffices in this state for +tne practice of
public accounting are malintained and registered as required
under 37-50~335.

(5) No persone corporation, or partnership may assume
or use the title or designation “certified accountant™y
"chartered accountant®™, ™enrolled accountant™s "licensed
accountant™es "“registered acﬁountant‘q or any other title or
designation 1ikely to be confused uith‘ wcertified public
accountant®, *] jcensed public accountant™, *public
accountant® or any of the abbreviations "CA%e "EA™, "LA®", or

®RA™ or similar abbreviations likely to be confused with
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“CPA™. Howevers a foreign accountant who bhas_registeced
undecr. 37-502313 may wuse the title wunder which he s
generally known in his countrys followed by the name of the
country from which he received his certificatey licenses or
degree.

{6) No person way sign or affix his name or any trade
or assumed name used by him in his profession of business
with any wording indicating that he has expert knowledge in
accounting or auditing to any accounting or financial
statement or to any opinion ony report one or certificate to
any accounting or financial statement unltess he holds a
current }+eense permit issued under 37-50-314% andg all of his
offices in this state for the practice of public accounting
are maintained and registered under 37-50-335. Howevers the
provisions of this subsection do not prohibit any officery
employeey partnery or principal aof anpy organization from
affixing his signature to any statesent or report in
reference to the financial affairs of that organization with
any wording designating the positions titley or office which
he holds in that organizationes nor do the provisions of this
subsection prohibit any act of a public official or public
employee in the performance of his duties as suche

{7} No perscn may sign or affix a partnership or
corporatijon name with any wording indicating that it is a

partnership or corporation composed of persons having expert

-8- 5B 392
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knowladge in accounting or auditing to any accounting or
financial statement or to any report on or certificate to
any accounting or financial statement unless the partnership
or corperation is registered under 37-50-331s 3I7-50-332,
37-50-333, or 37-50-334 and all of its offices in this state
for the practice of public accounting are maintained and
registered as required under 37-50-335.

{8} NO person may assume of use the title or
dasignation “certified public accountant®™ ar “public
accountant® in conjunction with pawmes indicating or implying
that there is a partnership or corporation or in conjunction
with the designation "and company®™ or "and co.™ or a similar
designation ify in any Such cases there is in fact no bona
fide partnership or corporation registered under 37-50-331,
37T-50-332, 37-50-333, or 37-50-334%4, Howevery it is Jawful
far 3 sole proprietor to continue the use of the deceased®s
name in connection with his business for a reasonable periocd
of tine after the dgeath of a former partner.”

Section S« Section 37-50-302s MCAs is amended to read:

n37-50-302. Certified public accountants -
certification - qualifications and requirement se
E€ertifiention IDe boarda sbhall graot. ao__igcitial _cecrtificaze
as a certified public accountant +¢-avaitable to any person
who?:

{13 is of good moral character;
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(2} has successfully passed the certified pubtic
accountants' examination; and

(3) meets the requireuenis of education set forth in
this chapter and in board rules.%

Section 6« Section 37-50-303y MCAs is amended to read:

#37~-56-303. Public accountants -— licensure -
qualifications and requirements. Eieensure Ihe _boargd shall
graok-ap.initial_license as a licensed public accountant +s
ayatiable to any person who:

tiy--Fa-~-n--resrdent-—-of--this--state-or-has-a-place—of
basiness-in—thiz-stace-ory-——as-—an—emplayety--is-—-requiariy
employed-in-this~staces

+2¥9L1) is of good moral character;

¢24{2]1 wmeets the reguirements of education set forth
in this chapter and_board ruless and

t43{3) complies with the qualifications and
requirements in any one of the subsectlons of 37-50-~304"

Section Te Section 37-50-305s MCAy is amended to readq:

*#37-50~305. Education requirements-- A candidate for
certification as a certified public accountant or licensing
as 3 tYicensed public accountant must have graduated from a
college or university accredited to offer a baccalaureate
degree:t

(1) with a concentration in accoqnting; or

{?) with a concentration othér than accounting if
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suppl2mented by gxperignce _or_hy related -courses in other
areas of business administration and the board determines
that ¥a equivalent education has been achieved.®

Saction Ba Section 37-50-~308, QCA. is amended to read:

"37-50-308. Examination. Except as provided in
37-1-101{4)s the department shall meld-end-qrade adpinister
a written examination in accountings auditinges and related
subjects as the board determines appropriate. The grade
determination of the department Qoard is final in each case.
The deparement hgard may use the examination and grading
services of the American ipstitute of certified public
accountants. The examination must be held at Jeast annually
and at - such other times as applications warrante The board
nay determine the time and place of exaaination and wmay
adopt rules necessary Tor the orderly conduct of the
examinationa.®

Section 9« Section 37T-50-311¢ MCAe is amended to read:s

®37-50-311. Certified public accountants -- waiver of
examination for holders of fﬂlﬁlﬂﬂ-ﬂl out-of-state #icense
Licenses:.certificatess Q@ermitss or degrees. The board in
its discretion may walve the eiamination and issue a
certificate as a certlfied publfc accountant t¢ any person
otherwise stigitle therefor whe IS the holder of &
certificatey__licensgs__of _pecmit as a certified public

accountants then in full force and effecty issued under the
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laws 2f any state or is the holder of a certificatey
licensas or degree in a foreign country constituring a
recognized qualification for the practice of public
accounting in such countryy comparable to that of a
certified public accountant in this statees which is then in
full force and effecty where the requirements entitling hia
to practice as such certified public accountant wWere
substantially equivalent to those in force in the state of
HMontana at the time the certificate was originaily issued.®

Section 10« Section 37~-50-312y HMCA, s amended to
read:

*37-50~-312+ Public accountants - waiver of
examination for holders of out-of-state license. The board
in its discretion may waive the examination and register as
a licgnsed public accountant any person otherwise eligible
therefor who is the holder of a license as a licgnsed public
accountants then in full force and effects issued under the
1aws of any state or is.thé holder of a license or degree in
a foreign country constituting a recognized qualification
for the practice of public accounting in such countrys
comparable te that of a licensed public accountant in this
states which is then in full force and effecty where the
requirements entitling him to practice as such licensed
public accountant were substantially equivalent to those in

force in the state of Mogntana at the time the license was

w12~ " 5B 392
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origitally issued.®

Section 11. Section 37-50-314y MCAs s amended to
read:

®37-50-314« ANnual eepeificarion—eor-+iecensure permit
required —=_displaye (1) Annual-certificotes-and-tieenses hNo
nersel. may engage in the practice of _public. _accoupting _in
this_state unless_he hglds a_curcent aonual pecmit_issued by
the. . _departeente A0 _annual _permit to engage in the practice
of public accounting in this state shal} be issued by the
department to eertirfied-pudiie—accountantes—and-to-Hcensed
public-sceountants 3 _parson.wba bolds a current certificare
as_.a__certified _public _accountant or liceose as_a llcensed
public_accpuntant and complies with the requirements of this
chagtere ¥Fhere-is—-an-annual-certificate-sr-ticense--renewad
fee--jn-~on-—amoont--to--be-determnined-sy-the-boarde--annaat
earerficates-and-Ficenses-expire-on-deceadber—3r—of-cach-year
and-may-pe-rencwed-for-a--period--of——i-—yoar-—hy-——eerrified
pubtic-~accoontants——and-}icensed-pubtic-aceoantants-in-good
standing-on-payment-of-the-annual-renewal~feen

t2y——A-+parsen—--nho--Ffoita-—to--renew-—-nis-—icense--or
certifreate-—shaltd--promptiy--sarrender-it-to-the-board-upon
regquests

t3%42) After the expiration of the 3~year period
imnediately following the effective date of a board rule

establishing continuing education requirementsy each
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application for renewal gf a3 permit by a person who has held
his tertificate or license for 3 years or more must be
accompanied or supported by evidence satisfactory to the
board of fulfillment of such requirements during the 3-year
period immediately preceding the application.

t4343) The board may in its discretion waive the
regquirement stated in subsection ¢33 (2] if the applicant
agrees to follow a particular program or schedule of
continuing education agreeable to the boarde

£5¥(4%) The beard may relax or suspend continuing
education requirements for an applicant who certifies that
he does not intend to engage in the practice of public
accounting and for an applicant who cannot fulfill the
requirement due to individual hardships

6413} Subject to subsections t4¥% (3) and t5% L[4)+ the
board may revokes suspends or refuse to renew the
eertifreate—or-}+eense perpit of an applicant who fails to
furnish evidence of having wmet the continuing education
requirements established by the boarde.

Lo} _Ihe_ _curreot-.aooual. _permit to_ _engage _in___the
practice__of oublic accounting must.be promineatly_displayed
for public_iospections™

Saction 12« Section 37-50~316¢ MCAy is amended to
read:

"37-50-316. Other license fees prohibiteds No

~14- SB 392
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certificates perpits. or Vicense fees shall be imposed as a
condition upon the practice of public accountancy other than
those provided for in this chapters"

MEH SECTIONA Section 13. Certificatey licensey and
permit expiration -- renewal fees. (1) Certificatess
licensess and permits issued by the board expire on December
31 of each years.

{2) Certificates and Jlicenses must be renewed by the
department upon payment of the annual renewal fee prescribed
by the boarda. '

{(3) Permits must be renewed by the departmsent upon
payment ef the annual renewal fee and upon compliance with
the continuing education reguirements prescribed by the
boarde

Section l4s Section 37-50-321y MCAy is amended to
reads

"37-50-321« Revocationy gnd suspensionv-or-refusal--to
renew pf certificatex or licensea_or_pecwit _or. refusal Lo
rened pocwit oo _recovery g9f _£ostse Li) After notice and
hearing as provided in 37-50-341y the board may revoke or
may suspend any certificate issued under 37-50-302 or any
license granted under 37-50~303 or may revokey suspendsy or
refuse to renew any }ieense permit issued under 37-50-314% or
may censure the holder of any such license for any one or

any combination of the following causes:
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ti¥fa) fraud or deceit in obtaining a certificate as
certified pubtic accountant or in obtaining a license to
practice public accounting under this chapter;

t2¥ib) dishonesty, frauds or gross negligence in the
practice of public accounting;

t34Llg) violation of any ef-etmne provisions of 3¥~58-36%
this chapter or rules.of tbe_board;

te4=-~rviotntion——of--a--rule——af-—-prefessienal——econduet
promulqated-hy-the-board-under-the-authoriey-granted-by—this
ehaptert

t+54Ld]l conviction of a felony under the laws of any
state or of the united States;

t61{e) conviction of any crimey an element of which is
dishonesty or fraud, under the laws of any state or of the
United States;

£+F34£f) cancellations revocations suspensiony or
refusal to renew authority to practice as a certified public
accountant er a public accountant by any other state for any
cayse other than failure to pay an annual registration fee
in such other state;

+84£g)l suspension or revocation of the right to
practice before any state or federal agencys]

ihi__failure to pay_the renewal fees prescribed by _the
boards

L2)__Ihe  tooard. _maye following_ .a final determination
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resulting-in aoy.disciplinary _actioo.  takeo. by _tbe _hoard
under_subsection (L}s recover from the discinlined party all
reasonable_costs of .any proceediog-iocurced for the purposes
of _that_disciplinacy_action.®™

Section 15« Section 3T7-50-322y MCAy is amended to

read:

m37-50-322. Reinstatemant of certificatey o licenseg
Qr__p2r@iL to practices On application in writing and after
hearing pursuant to notices the board wmay authorize the
department to:

{l) issue a new certificatey ¢to-a-ecertéfied-pubtic
sccountont-whose-certificate-has-besn-revoked-or-may-—permit
the-~re}itcensing-of -anyone-whose—iicense-has-heen-revoked-or
mey-reisyue-——or--modify-—the--suspenston--pf--a~~Fteense--to
practice--~pobttec--accounting--whieh--has--been~-revoked--or
anspendedr liGenses_0r permili

(2)-_ceinstate _a_ suspended gor _revoked .cectificabes
li¢eps=s_or permiti_or

13} _modify _the terss of suspensien of a gertificates
licenses or_permita”

Section l16e Section 37-50-3334 MCAs is amended to
reads:

®*37-50-333s Partpership composed of public accountants
-- ragistrations {1) A partnership engaged in this state in

the practice of public accounting must register with the
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department as a partnership of Vicensed public accountants
providad it meets the following requirements:

(a) At teast one general partper must be a certified
public accountant or a Yicensed publlic accountant of this
state in good standing and a holder of & 3%+eemse peormit
issued under 37-50-31% which Is in effects

{b} Each partoner personally engaged in this state in
the practice of public accounting must be a certified public
accountant or a licensed public accountant of this state in
good standing and a holder of a #+cense perpit issued under
37-50~314 which is in effecta

. () €ach local manager in charge of an office or a
firm in this state must be a certified public accountant or
a licensed public accountant of this state in good standing
and a holder of a % icense perpil issued under 37-50-31%
which is in effects

(2) Application for registration must he made on the
affidavit of a general partner of the partnership who holds
a Viernae peprmit to practice in this state as a certified
public accountant or as 3 licensed public accountants. The
board shall in each case determine whether the applicant s
eligiole for registration. A partnership which is registered
may use the words ™public accountants® in connection with
its partnership mnames Notification shall bpe given the

department Wwithin 1 month after the admission to or

-16- $B 392
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withdrawal of a partner from a partnership S0 registereda®

Section 17. Section 37-50~33%4y MCAy |5 amended to
read:

"37-50-33%4s Corporation composed of public accountants
=~ reqistrations (1} A professional service corporation
organi zed for the practice of public accounting must
register with the board as 4 corporation of  public
accountants provided it meets the following requirements:

{a} The sole purpose and business of the corporation
must be to furnish to the public services not inconsistent
with this chapter or the rules of the boardy but the
corporation may invest its funds in a manner not
incompatible with the practice of public accountinge

(b)Y At least one shareholder thereof must be a
certified public accountant or public accountant of this
state in good standing and must hold a ¥+eense perpit issued
under 37-50-314 which is in effect.

(c} Each shareholder of the corporation must be a
certified public accountant or a Jicensed public accountant
of some state in good standing and must be principally
employed by the corporation or actively engaged in its
businessa No other person may have any interest in the stock
of the corporatione The principal of the corporation and any
officer or director having authority over the practice of

public accounting by the corporation must be certified
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publiz accountants or public accountants of some state in
good standing.

td) Each shareholder of the corperation personally
engaged within this state in the practice of public
accounting as a member thereof must be a certified public
accountant or a licensed public accountant of this state in
good standing and must hold a tiecense pergit issued under
37-50-314 which is in effects

ey 1In order to facilitate compliance with the
provisions of this section relating to the ownership of
stocky there must be B written agreement binding the
corporation or the qualified shareholders to purchase any
shares offered for sale by or not under the ownership or
effective contrcl of a gqualified shareholder and binging any
shareholder not a qualified shareholder to sell such shares
to the corporation or the qualified sharehcolderss The
agreement must be noticed on eacth certificate of corporate
stocke

(2) Application for such registration wust be made
upon the affidavit of a shareholder who holds a eervificate
ar-~Fieense pergit to practice in this state as a certified
public accountant or licensed public accountants The board
shall determine whether the applicant is eligible for
registratiane. A corporation which is so registered asay use

the words ®public accountant®™ or the abbreviation “PA™ in
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connection with its corporation name. Notification shall be
given the board within 1 wmonth after the admission or
withdr awal of a shareholder of a corporation so registered.*

Section 18« Section 37-50-335y MCAy is amended to
read:

*37-50-335. Registration of officese Each office
established or maintained in this state for the practice of
public accounting In this state by a certified public
accountant or @a partnership or corporation of certified
public actountants or by a licensed public accountant or a
partnarship or corporation of licensed public accountants or
by one reqistered under 37-50-313 shall be registered
annually with the departments A fee may not be charged for
this registrationa In additions each individual engaged in
this state in the practice of public accounting muUst be
certified-——or-ticensed haye annually recaived a_permit under
IT-50-314%."

Section 19« Section 37-50-342, MCLAs is amended to
reads

"37-50-342. Violatione Any person wno viclates any
provision of 33-56-3@+-ahed¥-be this chapter or _the rules_of
the brard_js guilty of a misdemeanor and_ _uppn copvjciion
shall_be._punisbhed by o fine of not more thao 2ix608 $3500: by
imacrisooment. ip the_county jail_for oot mors_thao_ & _mookhss

er_ by _betb_such_ fine_and_imprisongent.”
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Section 20e Section 37-50-402y MCAy is amended to
read:

m37-50-402. Privileged communicationse Except by
permission of the client or person or firm o©Or corporation
engaging him or the heirss successorss or personal
representatives of such client or person or firm or
corporation and except for the expression of gpinions on
financial statementsy no certified public accountants
licensed public accountanty ar employee thereof shall be
required to nor shall he voluntarily disclese or divulge
infarmation of which he may have become possessed relative
to and in connection with any professional services as a
public accountants The information derived from or as a
result of such professional services shall be deemed
confidzntial and priviltegeds The provisions of this section
shall not apply to the testimony gr_documents of a public
accourtant o9rven furpished pursuant toe 3 subpoena in a court
of competent jurisdiction gr_a_board proceeding."

NEW._SECTION. Section ?ls Codification instructione
Section 13 is intended to be codified as an integral part of
Title 3Ty chanter 50s and the provisions of Title 37y
chapter 5Cs apnily to section 1i3.

-End~-
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