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P r a c t i c e  o f  p u b l i c  a c c o u n t i n g  
(Draft S S S B  318)

S e n a t o r  D i c k  E l i a s o n  
C h a i r m a n
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

T a m a r a  B r a n d t  Co o k 1 ,0
D e p u t y  D i r e c t o r  
D i v i s i o n  of  L e g a l  S e r v i c e s

H e r o  is the s e c t i o n  by s e c t i o n  a n a l y s i s  that y o u  r e q u e s t e d  
for the d r a f t  o f  S S S B ' 3 1 8  d a t e d  A p r i l  18, 19 8 A .

S e c tion 2  T h e  s e c t i o n  r e q u i r i n g  r e g u l a t i o n s  a d o p t e d  and 
p r o c e e d i n g s  h e l d  u n d e r  A S  08.01 to be d o n e  u n d e r  the A d m i n­
is t r a t i v e  P r o c e d u r e  Act is m o d i f i e d  to i n d i c a t e  that o t h e r  
law m a y  e x e m p t  a p a r t i c u l a r  p r o c e e d i n g .  AS 08.01 a p p l i e s  to 
the B o a r d  o f  P u b l i c  A c c o u n t a n c y  and u n d e r  s e c t i o n  25 of this 
draft, h e a r i n g s  of that b o a r d  are not s u b j e c t  to the Al'A. 
C o n s e q u e n t l y ,  the c h a n g e  to this s e c t i o n  is n e c e s s a r y .

S e c t i o n  7. T h e  t e r m i n a t i o n  d a t e  for the B o ard of P u b l i c
A c c o u n t a n c y  is e x t e n d e d  to J u n e  30, 1986.

S e c t i o n  3 Six, r a t h e r  than Jive, m e m b e r s  of the b o a r d  must 
be  c e r t i f i e d  p u b l i c  a c c o u n t a n t s  and four of them must have 
p e r m i t s  to p r a c t i c e  u n d e r  AS 0 8 .0 /». T h e  b o a r d  n o w  has only
one p u b l i c  m e m b e r ,  r a t h e r  than two.

See I: ion A M i n o r  d r a f t i n g  c h a n g e s  h a v e  b e e n  m a d e  for 
cos i s'toney.

S e c t i o n  5 T h e  r e q u i r e m e n t  that a m e m b e r  c o n t i n u e s  to s e r v e  
u ntil h i s  s u c c e s s o r  f o r m a l l y  a d v i s e s  the h o a r d  o f  a c c e p t a n c e  
of a p p o i n t m e n t  a n d  a p p e a r s  at the next: m e e t i n g  is deleted.

S e c t ion 6 T h e  b o a r d  is r e q u i r e d  to elect: a c h a i r m a n ,  r a t h e r  
T h a n  a p r e s i d i n g  o f f i c e r .  T h e  r e q u i r e m e n t  that: a t r e a s u r e r
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be e l e c t e d  a n d  the p r o v i s i o n  that one p e r s o n  m a y  s e r v e  as 
s e c r e t a r y  and t r e a s u r e r  is deleted.

S e c t i o n  7 T h e  types o f  r e g u l a t i o n s  that n a y  ne a d o p t e d  by 
the b o a r d  are itemi z e d .

S e c t i o n  8 T h e  b o a r d  m u s t  s u b m i t  an a n n u a l  r e p o r t  to the 
g o v e r n o r  c o n t a i n i n g  s p e c i f i e d  i n f o r m a t i o n  that w i l l  be m a d e  
a v a i l a b l e  to a n y  p e r s o n  on re q u e s t .

S e c t i o n  9 At least 90 days b e f o r e  a d o p t i n g  a r e g u l a t i o n ,  
the b o a r d  m u s t  m a i l  a co p y  o f  the p r o p o s a l  to e a c h  p e r s o n  
c e r t i f i e d  u n d e r  A S  0 8 . 0 4  w i t h  a r e q u e s t  that- a d v i s o r y  c o m­
me n t s  be s u b m i t t e d  at l e ast 45 days b e f o r e  the p r o p o s e d  
e f f e c t i v e  date.

S e c t i o n  .10 R e q u i r e m e n t s  for a c e r t i f i c a t e  o f  " c e r t i f i e d  
p u b l i c  a c c o u n t a n t "  are set out.

S e c t i o n  11 T h e  b o a r d  m a y  w a i v e  the e d u c a t i o n a l  r e q u i r e m e n t  
for a c e r t i f i c a t e  if it d e t e r m i n e s  th a t  the e d u c a t i o n a l  
q u a l i f i c a t i o n s  ot the a p p l i c a n t  are a c c e p t a b l e .  T h e  r e a s o n  
for and m e t h o d  by w h i c h  the b o a r d  m a y  r e f u s e  a c e r t i f i c a t e  
for lack of g o o d  c h a r a c t e r  are c l a r i f i e d .

S e c t i o n  12 E x a m i n a t i o n s  arc to bo h o l d  at l e a s t  t w i c e  e a c h  
y e a r . R e q u i r e m e n t s  f o r  e l i g i b i l i t y  to take the e x a m i n a t i o n  
are set out.

Sect ion 13 T h e  a m o u n t  o f  an appl i c a t i o n  for an e v a l u a t i o n  
of e d u c a t i o n a l  q u a l i f i c a t i o n s  a n d  to take an e x a m i n a t i o n  is 
set by the board, r a t h e r  than b e i n g  $50.

S e c t i o n  14 A p p l i c a t i o n  for c e r t i f i c a t i o n  by a n o n r e s i d e n t  
c o n s t i t u t e s  the a p p o i n t m e n t  of the l i e u t e n a n t  g o v e r n o r  as 
a g e n t  for s e r v i c e  of p r o c e s s  in an a c t i o n  a r i s i n g  out: of the 
p r a c t i c e  of p u b l i c  a c c o u n t i n g  in this s t a t e  by the n o n r e s i­
dent ,

S e c t i o n  15 Q u a l i f i c a t i o n s  for a p e r m i t  to p r a c t i c e  p u b l i c  
a c c o u n t i n g  f o r  an i n d i v i d u a l ,  a p a r t n e r s h i p  a n d  a c o r p -  
o ra t i on a re s o t: out.

S e c t ion 16 A p e r s o n  w i t h  a c e r t i f i c a t e  b e f o r e  the e f f e c t i v e  
date of  this A c t  d o e s  not: h a v e  to o b t a i n  a n e w  one. T h e  
p e r s o n  s h a l l  a u t o m a t i c a l l y  b e  i s s u e d  a p e r m i t  to p r a c t i c e  as
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S e c t i o n  17 A  p a r t n e r s h i p  o r  c o r p o r a t i o n  e n g a g e d  in p u b l i c  
a c c o u n t i n g  m u s t  r e g i s t e r  w i t h  the b o a r d  and m u s t  m e e t  
i t e m i z e d  r e q u i r e m e n t s .

S e c t i o n  18 T h e  b o a r d  m u s t  e s t a b l i s h  the fee f o r  r e g i s t r a­
tion or p a r t n e r s h i p s  and c o r p o r a t i o n s  and for n o t i f i c a t i o n  
to the b o a r d  o f  the a d m i s s i o n  o r  w i t h d r a w a l  o f  a p a r t n e r  or 
s h a r e h o l d e r .

S e c t i o n  19 E a c h  o f f i c e  for the p r a c t i c e  of  p u b l i c  a c c o u n t -  
i ng m u s t  be r e g i s t e r e d  b i e n n i a l l y ,  r a t h e r  th a n  a n n u a l l y .

S e c t i o n  20 T h e  boai'd shall e s t a b l i s h  a fee f o r  the r e g i s -  
t r a t i o n  of  an office.

S e c t i o n  21 T h e  t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  m a y  n o t  
be u s e d  in c o n n e c t i o n  w i t h  an o f f i c e  r e g i s t e r e d  u n d e r  AS 
08.04 u n l e s s  it is u n d e r  the di r e c t  s u p e r v i s i o n  of a p e r s o n  
w i t h  a p e r m i t  to p r a c t i c e .

S e c t i o n  22 T h e  b o a r d ' s  a u t h o r i t y  to s u s p e n d  a c e r t i f i c a t e ,  
p e r m i t , or r e g i s t r a t i o n  is l i m i t e d  so that the b o a r d  m a y  do 
so o n l y  for a p e r i o d  n o t  to e x c e e d  two years. T h e  g r o u n d s  
for s u s p e n s i o n s  are a l t e r e d  somewhat.

Sect:ion 23 A special h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  
a d d e d  to the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the 
r e g i s t r a t i o n  or  p e r m i t  to p r a c t i c e  o f  a p a r t n e r s h i p  or 
c o r p o r a t i o n  that d o e s  n o t  m e e t  q u a l i f i c a t i o n s  for 
r e g i s t r a t i o n .  U n d e r  e x i s t i n g  law a h e a r i n g  is r e q u i r e d  
u n d e r  the APA.

Seci:io n 24 A special h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  
a d d e d - to the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the 
r e g i s t r a t i o n  a n d  p e r m i t  to p r a c t i c e  of a p a r t n e r s h i p  or 
c o r p o r a t i o n  for g r o u n d s  o t h e r  than t h o s e  set o u t  in the 
p r e v i o u s  sec t i o n .  U n d e r  e x i s t i n g  law a h e a r i n g  w o u l d  bo 
he l d  u n d e r  the APA.

S e c t i o n  25 A p r o c e d u r e  for h e a r i n g s  by the b o a r d  is c s t a b -  
1 i s h e d . T h e s e  h e a r i n g s  arc n o t  c o n d u c t e d  u n d e r  the APA, as 
h e a r i n g s  of o t h e r  o c c u p a t i o n a l  b o a r d s  arc. A p e r s o n  a d ­
v e r s e l y  a f f e c t e d  by an o r d e r  of the b o a r d  a f t e r  a h e a r i n g  
m a y  p e t i t i o n  for c o u r t  r e v i e w  w i t h i n  30 days. T h e  r e v i e w  
shall be de n o v o  o n  the record. Upon ta k i n g  d i s c i p l i n a r y  
action, the b o a r d  is r e q u i r e d  to n o t i f y  the b o a r d  of
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a c c o u n t a n c y  of a n y  o t h e r  s t a t e  the p e r s o n  h e l d s  a c e r t i f i­
cate, r e g i s t r a t i o n  o r  p e r m i t  in.

S e c t i o n  26 A  p e r s o n  m a y  n o t  u s e  the t i t l e  " c e r t i f i e d  p u b l i c  
a c c o u n t a n t "  u n l e s s  h e  h a s  a c e r t i f i c a t e ,  b u t  h e  n e e d  not 
h a v e  a p e r m i t  to p r a c t i c e .

S e c t i o n  27 A p e r s o n  o f f e r i n g  f i n a n c i a l  s e r v i c e s  m a y  n o t  use 
the t itle " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  e v e n  if h e  is 
c e r t i f i e d  u n l e s s  h e  h a s  a p e r m i t  to p r a c t i c e .

S e c t i o n  28 A  p a r t n e r s h i p  or c o r p o r a t i o n  m a y  n o t  u s e  the 
t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  u n l e s s  it is r e g i s t e r e d  
a nd has a p e r m i t  to p r a c t i c e .  Th i s  is the same as e x i s t i n g  
law, b u t  d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n 29 T h i s  is the same as e x i s t i n g  lev, b u t  d e l e t e s  a 
r e f e r r . «_e to a r e p e a l e d  section.

S e c t i o n  30 T h i s  is the same as e x i s t i n g  law, b u t  d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n  31 T h i s  is e s s e n t i a l l y  the same as e x i s t i n g  law, 
but d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n  32 T h i s  is e s s e n t i a l l y  the sa m e  as e x i s t i n g  law, 
b u t  "deletes a r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n  33 T h i s  is the same as e x i s t i n g  law, b u t  d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  section.

S e c t i o n 34 T h i s  is the same as e x i s t i n g  law, b u t  m i n o r  
ITraTtlnp c h a n g e s  h a v e  b e e n  m a d e  for c o n s i s t e n c y  of w o r d  
u s a g e .

S e c t i o n  35 P a r a g r a p h s  arc a d d e d  to the s e c t i o n  i t e m i z i n g  
things that: are n o t  p r o h i b i t e d  u n d e r  A S  08.04 r e l a t i n g  to 
d i s c l o s u r e  o f  c o n f i d e n t i a l  i n f o r m a t i o n  and the o f f e r i n g  of 
f inancial s e r v i c e s  b y  p e r s o n s  w i t h o u t  p e r m i t s  to p r a c t i c e .

S e c t i o n  36 T h e  s e c t i o n  on i n j u n c t i o n s  ■» s m a d e  a p p l i c a b l e  to 
v i o l a t i o n s  o f  the e n t i r e  cha p t e r ,  r a t h e r  than to o n l y  
c e r t a i n  s e c t i o n s .

S e c t i o n  37 V i o l a t i o n  o f  the c h a p t e r  is m a d e  a c l a s s  A  m i s­
d e m e a n o r  .
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S e c t i o n  38 T h i s  h a s  b e e n  r e d r a f t e d  s l i g h t l y  f o r  cla r i t y .

S e c t i o n  39 T h i s  p e r m i t s  an a c c o u n t a n t ' s  w o r k i n g  p a p e r s  t:o 
be t r a n s f e r r e d  to the a c c o u n t a n t ' s  c o r p o r a t i o n ,  or the s u c­
ces s o r  in i n t e r e s t  to the p a r t n e r s h i p  o r  c o r p o r a t i o n ,  as 
w e l l  as lo the a c c o u n t a n t ' s  par t n e r .

S e c t i o n  AO A n  a c c o u n t a n t  is p r o h i b i t e d  f r o m  d i s c l o s i n g  c o n­
f i d e n t i a l  i n f o r m a t i o n  o b t a i n e d  in the c o u r s e  of  p e r f o r m i n g  
p u b l i c  a c c o u n t i n g ,  excep'.. in c e r t a i n  c i r c u m s t a n c e s .

S e c t i o n  41 A d d i t i o n a l  d e f i n i t i o n s  are a d d e d  ro A S  08.04.

S e c t i o n  4? A  m e m b e r  o f  the b o a r d  s e r v i n g  on the e f f e c t i v e  
date of this A c t  c o n t i n u e s  to s e rve u n t i l  the t e r m  e x p i r e s .

S e c t i o n  A3 C e r t a i n  p r o v i s i o n s  are r e p e a l e d .

S e c t i o n  44 T h e  Act takes e f f e c t  J a n u a r y  1, 1985.

T B C r o j b
J 6 /0 7 4
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Fairbanks, Alaska 99701

Mart 1, 1984

The Honorable Senator Richard Eliason 

Chairman, Labor and Commerce Committee 
Pouch V

Juneau, Alaska 99811 

Dear Senator Eliason:

Please find enclosed a copy of a paper discussing Senate Bill 318. I hope 

this paper will be helpful in your committee's deliberations on this 

important piece of legislation. I researched this paper as my academic 

research project for this year. If I can be of any assistance as this 

legislation moves through the political process, please call on me.

Sincer -ly,

Tom Bartlett, Associate Professor 

Department of Accounting 
School of Management

TB/bcs

A Division of the University of Alaska Statewide System of I libber Education
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C e r t i f i c a t i o n  R e q u i r e m e n t s  for CPAs: 
A L o o k  at S e n a t e  Bi l l  318

T o m  B a r t l e t t ,  CPA 
A s s o c i a t e  P r o f e s s o r  of A c c o u n t i n g  

S c h o o l  of M a n a g e m e n t  
U n i v e r s i t y  of A l a s k a ,  F a i r b a n k s

F e b r u a r y  ^9, 198*1 
F a i r b a n k s ,  A l a s k a



( S e n a t e  B i l l  No. 3 1 8  i n t r o d u c e d  b y  S e n a t o r  B e t t e  F a h r e n k a m p  of  

F a i r b a n k s ) .  T h i s  l e g i s l a t i o n  i n v o l v e s  t h e  S t a t e ' s  r e q u i r e m e n t s  for 

c e r t i f i c a t i o n  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s .  E a c h  of the 

f i f t y - f o u r  s t a t e s  a n d  t e r r i t o r i e s  w i t h i n  t h e  U n i t e d  S t a t e s  s e t s  

m i n i m u m  r e q u i r e m e n t s  t h a t  m u s t  be  f u l f i l l e d  b e f o r e  a n  i n d i v i d u a l  is 

g r a n t e d  a C P A  c e r t i f i c a t e .  T r a d i t i o n a l l y ,  the s p e c i f i c  r e q u i r e m e n t s  

of the s t a t e s  h a v e  c e n t e r e d  o n  t h r e e  e l e m e n t s ;  E d u c a t i o n ,  

E x a m i n a t i o n ,  a n d  E x p e r i e n c e .  T h i s  p a p e r  w i l l  d i s c u s s  h o w  t h e  

p r o p o s e d  r e v i s i o n  of the A l a s k a n  P u b l i c  A c c o u n t a n c y  S t a t u t e  w i l l  

c h a n g e  t h o s e  e l e m e n t s .  P a r t i c u l a r  e m p h a s i s  w i l l  be p l a c e d  o n  t h e  

e x p e r i e n c e  r e q u i r e m e n t ,  s i n c e  t h a t  is t h e  e l e m e n t  m o s t  a l t e r e d  b y  

S e n a t e  Bill 318.

B e f o r e  a n y  d i s c u s s i o n  o f  c e r t i f i c a t i o n  r e q u i r e m e n t s ,  t h e  p a p e r  

w i l l  d i s c u s s  the r a t i o n a l e  for a n y  g o v e r n m e n t  i n v o l v e m e n t  in t h e  

c e r t i f i c a t i o n  p r o c e s s .  S i n c e  s u c h  r e q u i r e m e n t s  r e s u l t  f r o m  

g o v e r n m e n t  i n v o l v e m e n t ,  it is n e c e s s a r y  to u n d e r s t a n d  t h e  o b j e c t i v e s  

o f  g o v e r n m e n t  r e g u l a t i o n  in o r d e r  to c r i t i c a l l y  r e v i e w  t h e  c u r r e n t  

a n d  p r o p o s e d  q u a l i f i c a t i o n s  r e q u i r e m e n t s  o f  A l a s k a ' s  s t a t u t e .  

F o l l o w i n g  t h i s  r a t i o n a l e  d i s c u s s i o n ,  A l a s k a ' s  p r e s e n t  a n d  p r o p o s e d  

c e r t i f i c a t i o n  r e q u i r e m e n t s  w i l l  be c o n t r a s t e d  to t h e  c u r r e n t  s t a t u s  

a n d  h i s t o r i c a l  d e v e l o p m e n t  of c e r t i f i c a t i o n  r e q u i r e m e n t s  in oid 

s t a t e s .  I n f o r m a t i o n  w i l l  be p r e s e n t e d  o n  the r e q u i r e m e n t s  o f  o r h e r  

s t a t e s .  T h e  s o u r c e  o f  all t h e s e  r e f e r e n c e s  to tiie v a r i o u s  s t a t e  

p u b l i c  a c c o u n t a n c y  l a w s  a n d  r e g u l a t i o n s  is the A c c o u n t a n c y  L a w  

R e p o r t e r  p u b l i s h e d  by C o m m e r c e  C l e a r i n g  H o u s e ,  Inc. in c o o p e r a t i o n



w i t h  t h e  A m e r i c a n  I n s t i t u t e  of C e r t i f i e d  P u b l i c  A c c o u n t a n t s .  

R e f e r e n c e s  a r e  c u r r e n t  t h r o u g h  D e c e r c e r ,  1 9 82. F i n a l l y , in 

c o n c l u s i o n ,  r e c o m m e n d a t i o n s  a n d  o p i n i o n s  c o n c e r n i n g  O e n a t e  R i l l  3 1 8  

w i l l  be p r e s e n t e d .

T h e  p r o p o s e d  l e g i s l a t i o n  a d d i t i o n a l l y  p r o v i d e s  f o r  o t h e r  

s i g n i f i c a n t  c h a n g e s  in t h e  p u b l i c  a c c o u n t a n c y  s t a t u t e ;  h o w e v e r ,  a 

d e t a i l e d  d i s c u s s i o n  o f  a l l  the c h a n g e s  is b e y o n d  t h e  s c o p e  o f  t h i s  

p a p e r .  T h i s  p a p e r  h a s  b e e n  p r e p a r e d  u n d e r  t h e  a u s p i c e s  o f  t h e  

U n i v e r s i t y  of A l a s k a - F a i r b a n k s  S c h o o l  of M a n a g e m e n t  a n d  s u c h  s u p p o r t  

is g r a t e f u l l y  a c k n o w l e d g e d .  O p i n i o n s  e x p r e s s e d ,  h o w e v e r ,  a r e  s o l e l y  

t h o s e  of the a u t h o r .

R a t i o n a l 0 .for C e r t i f i c a t i o n  a n d  R e .4ula.ti.on
T h e  C P A  c e r t i f i c a t e  is n o t  g r a n t e d  by a p r i v a t e  o r g a n i z a t i o n  

s u c h  as t h e  A m e r i c a n  I n s t i t u t e  ol: C e r t i f i e d  P u b l i c  A c c o u n t a n t s .

(A I C P A ) . R a t h e r ,  the v a r i o u s  s t a t e  g o v e r n m e n t s  g r a n c  t h e  

c e r t i f i c a t e .  W h y  s h o u l d  s t a t e  g o v e r n m e n t s  s p e n d  c o n s i d e r a b l e  time, 

e f f o r t ,  a n d  d o l l a r s  c e r t i f y i n g  p u b l i c  a c c o u n t a n t s ?  H o w  is 

c e r t i f i c a t i o n  in t h e  P u b l i c  I n t e r e s t ?  W e  w i l l  e x a m i n e  t w o  d i f f e r i n g  

r a t i o n a l e s  for g o v e r n m e n t  i n v o l v e m e n t  in a c e r t i f i c a t i o n  p r o c e s s ;  the 

P u b l i c  I n t e r e s t  R a t i o n a l e  a n d  t h e  S e l f - I n t e r e s t  R a t i o n a l e .

P u b l i c  a c c o u n t a n t s  p r o v i d e  a c c o u n t i n g  s e r v i c e s  to t h e  g e n e r a l  

p u b l i c .  T h e s e  s e r v i c e s  r e q u i r e  a k n o w l e d g e  of  g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i n c i p l e s  (GAAP) a n d  g e n e r a l l y  a c c e p t e d  a u d i t i n g  

s t a n d a r d s  ( G A A S ) . T h i s  e x t e n s i v e  and c o m p l i c a t e d  k n o w l e d g e  c a n n o t  be 

e x p e c t e d  of t h e  g e n e r a l  p u b l i c .  A c c o r d i n g l y ,  a n o n - a c c o u n t a n t  c a n n o t  

be e x p e c t e d  to c o n f i d e n t l y  e v a l u a t e  a p u b l i c  a c c o u n t a n t  o r  h i s  w o r k  

w i t h  r e s p e c t  to t e c h n i c a l  a c c o u n t i n g  or a u d i t i n g  k n o w l e d g e .  S o m e

7



s a n c t i o n e d  i n d i c a t o r  is r e q u i r e d  so t h a t  a n o n - a c c o u n t a n t  m e m b e r  

o f t h e  g e n e r a l  p u b l i c  car. be  a s s u r e d  a p u o l i c  a c c o u n t a n t  d o e s  p o s s e s s  

t h a t  l e v e l  cf t e c h n i c a l  k n o w l e d g e  a n d  p r o f i c i e n c y  e x p e c t e d  o f  a 

p r o f e s s i o n a l  p u b l i c  a c c o u n t a n t .  In our s o c i e t y  t h a t  i n d i c a t o r  is the 

c e r t i f i c a t i o n  a s  a CP A .  T h e  s t a t e s '  c e r t i f i c a t i o n  p r o c e s s e s  a r e  

d e s i g n e d  to  i n s u r e  c o m p l i a n c e  w i t h  s o m e  m i n i m u m  l e v e l  of 

q u a l i f i c a t i o n s  b e f o r e  a n  i n d i v i d u a l  c a n  h o l d  h i m s e l f  o u t  to b e  a 

CPA. T h e  g e n e r a l  p u b l i c  m i g h t  t h u s  a s s u m e  t h a t  a s a n c t i o n e d  C P A  

p o s s e s s e s  t h e  r e q u i r e d  d e g r e e  o f  t e c h n i c a l  k n o w l e d g e  a n d  

p r o f i c i e n c y .  C e r t i f i c a t i o n  p r o t e c t s  t h e  p u b l i c  i n t e r e s t  a n d  r e q u i r e s  

t h e  S t a t e  to c l o s e l y  a d m i n i s t e r  t h a t  m i n i m u m  l e v e l  of e f f i c a c i o u s  

q u a l i f i c a t i o n s .  T h i s  a r g u m e n t  for g o v e r n m e n t  c e r t i f i c a t i o n  a n d  

r e g u l a t i o n  o f  p u b l i c  a c c o u n t a n t s  is the " P u b l i c  I n t e r e s t  

R a t i o n a l e .

O n e  m i g h t  e x p e c t  t h a t  the t e c h n i c a l l y  u n e d u c a t e d  g e n e r a l  p u b l i c  

w o u l d  h a v e  c l a m o r e d  for t h e  f i r s t  p u b l i c  a c c o u n t a n c y  laws. T h e  

p u b l i c  i n t e r e s t  r a t i o n a l e  for c e r t i f i c a t i o n  a n d  r e g u l a t i o n  i n v o l v e s  

g e n e r a l  p u b l i c  p r o t e c t i o n .  W e  m i g h t  e x p e c t  t h e  p u b l i c  to l o b b y  a n d  

e x e r t  p o l i t i c a l  p r e s s u r e  for t h a t  p r o t e c t i o n .  H o w e v e r ,  it w a s  t h e  

a c c o u n t i n g  p r o f e s s i o n  i t s e l f  w h i c h  i n i t i a l l y  f o u g h t  for 

c e r t i f i c a t i o n .  C e r t i f i c a t i o n  l i m i t s  t h e  n u m b e r  of n e w  e n t r a n t s  i n t o

lln e c o n o m i c s  t e r m i n o l o g y ,  a m a r k e t  f a i l u r e  e x i s t s ,  i.e. t h e  
c o n s u m e r  o f  a c c o u n t i n g  s e r v i c e s  is u n a b l e  to j u d g e  t h e  q u a l i t y  of 
t h o s e  s e r v i c e s .  "re of  the r.ocessary c o n d i t i o n s  for p u r e  m a r k e t  
c o m p e t i t i o n  ( t hat c o n s u m e r s  p o s s e s s  a h i g h  d e g r e e  o f  k n o w l e d a c  a b o u t  
the p r o d u c t  p u r c h a s e d )  is v i o l a t e d .  G o v e r n m e n t  i n t e r v e n t i o n  in the 
a c c o u n t i n g  m a r k e t p l a c e  is n e c e s s a r y  to r e m e d y  t h i s  a e f i c i e n c  .



e m p l o y m e n t  a s  p u b l i c  a c c o u n t a n t s  a n d  e n h a n c e s  a n  i n d i v i d u a l ' s  a n d  a 

p r o f e s s i o n ' s  s t a t u s  a n d  p r e s t i g e . -  H i s t o r i c a l l y  in t h e  U n i t e d  

S t a t e s ,  g o v e r n m e n t  r e g u l a t i o n  of the p r o f e s s i o n s  h a s  r e s u l t e d  f r o m  

t h e  p o l i t i c a l  a c t i v i t y  o f  t h e  g r o u p  to b e  r e g u l a t e d . 3

A t  t h e  t u r n  o f  t h e  t w e n t i e t h  c e n t u r y ,  p u b l i c  a c c o u n t a n c y  in the 

U n i t e d  S t a t e s  w a s  d o m i n a t e d  b y  B r i t i s h  A c c o u n t a n t s  w h o  w e r e  

d i s t i n g u i s h e d  b y  t h e i r  d e s i g n a t i o n  as C h a r t e r e d  A c c o u n t a n t s .  ( C A ) .

T h e  B r i t i s h  a c c o u n t i n g  j o u r n a l ,  T h e  A c c o u n t a n t  s t a t e d  in 1 8 9 6 ,  "we 

b e l i e v e  w e  a r e  u n d e r s t a t i n g  t h e  c a s e  w h e n  w e  s a y  t h a t  t h e  b u l k  of the 

m o s t  d e s i r a b l e  a c c o u n t a n c y  b u s i n e s s  in t h e  S t a t e s  is t r a n s a c t e d  by 

B r i t i s h  a c c o u n t a n t s . "  A m e r i c a n  c o u n t e r p a r t s  o f  t h e s e  B r i t i s h  

A c c o u n t a n t s  h a d  e s t a b l i s h e d  t h e  A m e r i c a n  A s s o c i a t i o n  o f  P u b l i c  

A c c o u n t a n t s  in 18 8 7  in a n  a t t e m p t  to r e s p o n d  to t h i s  B r i t i s h  

c h a l l e n g e .  A m o n g  t h e  i n i t i a l  a c t i o n s  of t h i s  g r o u p  w a s  p o l i t i c a l

2 S e e  f o r  e x a m p l e ,  T h e  S i g n i f i c a n c e  of O r g a n i z a t i o n  C o n f l i c t  o n

the. L e g i s l a t i v e  E v o l u t i o n  o f  t h e  A c c o u n t i n g  P r o f e s s i o n  in t h e  U n i t e d . 
S t a t e s . M y r o n  S a m u e l  L u b e l l ,  Arn:> Pre s s ,  1980 . O n  p a g e  22 L u b e l l  
s t a t e s ,  " B e n e f i t s  s u c h  a s  h i g h e r  i n c o m e ,  p r e s t i g e  a n d  a u t o n o m y  a c c r u e  
to m e m b e r s  o f  a n  o c c u p a t i o n a l  g r o u p  g e n e r a l l y  r e c o g n i z e d  a s  a 
p r o f e s s i o n .  A c c o r d i n g l y ,  m a n y  o c c u p a t i o n a l  g r o u p s  s e e k  to p u b l i c i z e  
t h e  c o m p l e x i t y  of t h e i r  c r a f t  a n d  the i m p o r t a n c e  o f  t h e i r  s e r v i c e s ,  
h o p i n g  to s e c u r e  r e c o g n i t i o n  as  a p r o f e s s i o n .  S u c h  g r o u p s  t y p i c a l l y  
s e e k  l e g i t i m i z a t i o n  of t h e i r  c l a i m  to p r o f e s s i o n a l  s t a t u s  t h r o u g h  
l i c e n s i n g ,  c e r t i f i c a t i o n ,  or  o t h e r  f o r m s  of  l e g a l  r e c o g n i t i o n .

3 S e e  T h e  T y r a n n y  o f  t h e  E x p e r t s , J e t h r o  K. L i b e r m a n ,  W a l k e r  
P u b l i s h i n g  C o m p a n y ,  Inc., 1 9 7 0 .  On p a g e  15 L i b e r m a n  s t a t e s ,  " T h e  
b u l k  of e x i s t i n g  p r o f e s s i o n a l  l i c e n s i n g  l a w s  w a s  p a s s e d  a t  the 
b e h e s t  of  t h e  p r o f e s s i o n a l  g r o u p s ;  a l m o s t  i n v a r i a b l y  t h e s e  g r o u p s  
h a v e  b e e n  g i v e n  a s h a r e  of t h e  r e g u l a t o r y  p o w e r .  A t  a s e s s i o n  o f  the 
W i s c o n s i n  l e g i s l a t u r e  s o m e  two d e c a d e s  a g o ,  c a t e r e r s ,  c a n o p y  a n d  
a w n i n g  i n s t a l l e r s ,  c i d e r  m a k e r s ,  c o a l  d e a l e r s ,  d a n c i n g  s c h o o l  
i n s t r u c t o r s ,  e g g  b r e a k e r s ,  f r o g  d e a l e r s ,  l a b o r  o r g a n i z e r s ,  m e a t  
c u t t e r s ,  m u s i c  t e a c h e r s ,  a n d  b e e r  coil c l e a n e r s  t r i e d  u n s u c c e s s f u l l y  
to g e t  t h e m s e l v e s  r e g u l a t e d .  T h i s  s a m e  s t a t e  in 1 9 3 9  d i d  e n a c t  
l e g i s l a t i o n  r e q u i r i n g  e x a m i n a t i o n  tor h o u s e  p a i n t e r s ;  o n  t h e  s t r e n g t h  
of t h i s  law, f r i e n d l y  c i t i z e n s  w h o  h e l p e d  r e l a t i v e s  a n d  n e i g h b o r s  
p a i n t  t h e i r  h o u s e s  w e r e  a r r e s t e d  a n d  f i n e d  for f a i l u r e  to p o s s e s s  the 
r e q u i s i t e  l i c e n s e . "  F o r t u n a t e l y ,  for f r i e n d l y  n e i g h b o r s ,  b u t  p e r h a p s  
n o t  for c e r t i f i e d  p a i n t e r s ,  t h e  l a w  w a s  l a t e r  d e c l a r e d  
u n c o n s t i t u t i o n a l .  A c c o u n t a n t s  h a v e  b e e n  m o r e  s u c c e s s f u l  t h a n  
p a i n t e r s  in p r o v i n g  to t h e  J u d i c i a r y  the c o m p e l l i n g  p u b l i c  i n t e r e s t  
b e n e f i t  in t h e i r  b e i n g  r e g u l a t e d .  So h a v e  p h y s i c i a n s ,  a t t o r n e y s ,  
b a r b e r s ,  a n d  r e a l t o r s .



a c t i v i t y  i n  s u p p o r t  of c e r t i f i c a t i o n  a n d  in 1906 t h e  N e w  Y o r k  

l e g i s l a t u r e  e n a c t e d  the f i r s t  p u b l i c  a c c o u n t a n c y  s t a t u t e  in  t h e  

U n i t e d  S t a t e s .  O t h e r  s t a t e s  q u i c k l y  f o l l o w e d  t h e  N e w  Y o r k  l e a d  w i t h  

th e  d r i v e  f o r  c e r t i f i c a t i o n  t y p i c a l l y  s p e a r h e a d e d  b y  t h e  a c c o u n t i n g  

p r o f e s s i o n  w i t h i n  t h e  v a r i o u s  s t a t e s . 4 T h r o u g h  l e g i s l a t i o n ,  

a c c o u n t a n t s  w h o  w e r e  a b l e  to q u a l i f y ,  a c h i e v e d  l e g a l ,  p u b l i c  

r e c o g n i t i o n  o f  a p r o f e s s i o n a l  t i t l e .

T h e s e  e a r l y  s t a t u t e s  w e r e  of a p e r m i s s i v e  n a t u r e ,  i . e . ,  the 

s t a t u t e s  r e s t r i c t e d  u s e  of t h e  t i t l e  CPA, b u t  d i d  n o t  r e s e r v e  a n y  

p a r t i c u l a r  a c c o u n t i n g  s e r v i c e  s t r i c t l y  f o r  the CPA. L a t e r ,  s t a t u t e s  

( b e g i n n i n g  in t h e  m i d - 2 0 's) w e r e  g e n e r a l l y  of a r e s t r i c t i v e  n a t u r e ,  

i.e., r e s t r i c t e d  to C P A s  t h e  r i g h t  to e x p r e s s  an o p i n i o n  o n  f i n a n c i a l  

s t a t e m e n t s .  T h i s  is t h e  s o - c a l l e d  a t t e s t  f u n c t i o n  of  p u b l i c  

a c c o u n t i n g .  T h e s e  s t a t u t e s  r e s t r i c t e d  f o r  t h e  C P A  a t i t l e  a n d  

e x c l u s i v e  r i g h t  to p e r f o r m  c e r t a i n  t y p e s  o f  s e r v i c e s .  By l i m i t a t i o n  

o f  r i g h t s  o f  o t h e r s  to e n g a g e  in s u c h  s e r v i c e s  t h e  C P A  r e a p s  t h e  

i n c r e a s e d  r e w a r d s  d u e  t h e  s u p p l i e r  of a s c a r c e  c o m m o d i t y  in a

r e s t r i c t e d  e c o n o m y . 5 T h i s  is k n o w n  as t h e  s e l f - i n t e r e s t  r a t i o n a l e

4 S e e  T h e  R i s e  of t h e  A c c o u n t i n g P r o f e s s i o n ;  F r o m  T e c h n i c i a n  to 
P r o f e s s i o n a l  .1896-1936 . v o l . 1 , J o h n  L. C a r e y ,  A I C P A ,  1 9 6 9  f o r  an 
i n - d e p t h  d i s c u s s i o n  of the B r i t i s h  i n f l u e n c e  on  a c c o u n t i n g  in the 
U n i t e d  S t a t e s  a n d  t h e  e a r l y  a c c o u n t i n g  s t a t u t e s  of the v a r i o u s  
s t a t e s .

5 "We h a v e  s e e n  t h a t  t h e  e n t r y  of  n e w  m e m b e r s  in t o  an  o c c u p a t i o n a l  
g r o u p  w i l l  g e n e r a l l y  h a v e  t h e  e f f e c t  of l o w e r i n g  t h e  a v e r a g e  
r e n u m e r a t i o n  of  all the m e m b e r s  of the g r o u p .  T h i s  is no
d o u ^ t  w h y  a l l  p r o f e s s i o n s  a n d  t r a d e s ,  at a l l  ti m e s ,  f e e l  t h e m s e l v e s  
to be o v e r c r o w d e d :  it is b e c a u s e  if m o r e  p e o p l e  c o m e  i n t o  them, t h o s e  
a l r e a d y  e s t a b l i s h e d  w i l l  p r o b a b l y  be w o r s e  off. W h a t  is m o r e  
n a t u r a l ,  t h e r e f o r e ,  t h a n  to f i n d  that t h o s e  w h o  a l r e a d y  e n j o y  the 
b e n e f i t s  of  a f a v o r e d  o c c u p a t i o n  se e k  to p r e s e r v e  t h o s e  s u p e r i o r  
a d v a n t a g e s  f o r  t h e m s e l v e s  by m a k i n g  it m o r e  d i f f i c u l t  f o r  o t h e r  
p e o p l e  to e n t e r  the o c c u p a t i o n ?  So t r a d e  u n i o n s  of t h e  c r a f t  t y p e  
s e e k  to p r e v e n t  the e n t r y  of too m a n y  p e o p l e  in t o  the c r a f t  by 
i m p o s i n g  a r d u o u s  a n d  o f t e n  u n n e c e s s a r y  a p p r e n t i c e s h i p  c o n d i t i o n s  or 
b y  d e m a n d i n g  h i g h  m e m b e r s h i p  f e e s .  P r o f e s s i o n a l  a s s o c i a t i o n s ,  u n d e r  
t h e  r e s p e c t a b l e  g u i s e  of e s t a b l i s h i n g  " s t a n d a r d s , "  f r e q u e n t l y  i m p o s e  
a l o n g  and c o s t l y  r i t u a l  of e d u c a t i o n  a n d  p r e p a r a t i o n  u p o n  the 
n e o p h y t e . "  K e n n e t h  E. B o u l d i n g ,  E c o n o m i c  A n a l y s i s V o l u m e  1 
M i c r o e c o n o m i c s . H a r p e r  a n d  Row, 1966.

5



C e r t i f i c a t i o n  q u a l i f i c a t i o n s  r e s u l t  f r ^ m  b o t h  r a t i o n a l e s  o f  

g o v e r n m e n t  i n v o l v e m e n t .  U n d e r  t h e  p u b l i c  i n t e r e s t  r a t i o n a l e  

q u a l i f i c a t i o n s  f o r  c e r t i r i c a t i o n  a r e  n e c e s s a r y  to i n s u r e  t h e  

p r o f e s s i o n a l  l e v e l  of t e c h n i c a l  k n o w l e d g e  a n d  p r o f i c i e n c y .  U n d e r  the 

s e l f - i n t e r e s t  r a t i o n a l e ,  q u a l i f i c a t i o n s  l i m i t  a c c e s s  o f  p o t e n t i a l  

c o m p e t i t o r s  to t h e  a c c o u n t i n g  m a r k e t p l a c e .  C P A s  a c c e p t  arid e v e n  

l o b b y  for g o v e r n m e n t ' s  c e r t i f i c a t i o n  r e g u l a t i o n s  a n d  t h e y  e s p e c i a l l y  

a c c e p t  r e g u l a t i o n s  c o i n c i d e n t  to t h e  r i g h t  to p e r f o r m  a r e s t r i c t e d  

s e r v i c e .  T r a d i t i o n a l l y  in t h e  U n i t e d  S t a t e s ,  r e g u l a t i o n s  n a v e  

e v o l v e d  w h i c h  r e q u i r e  p a s s i n g  a p r o f e s s i o n a l  e x a m i n a t i o n ,  c o m p l e t i n g  

a d e s i g n a t e d  l e v e l  o f  e d u c a t i o n  a n d  a t t a i n i n g  a d e s i g n a t e d  l e v e l  of 

w o r k  e x p e r i e n c e .

T h e  s p e c i f i c  t e c h n i c a l  k n o w l e d g e  d e s i r e d  o f  a C P A  c a n  o n l y  be 

a t t a i n e d  a f t e r  a p e r i o d  o f  f o r m a l  e d u c a t i o n .  H e n c e ,  w e  h a v e  a n  

E d u c a t i o n  r e q u i r e m e n t .

A p o t e n t i a l  C P A  m u s t  p r o v e  p o s s e s s i o n  o f  t h a t  l e v e l  o f  t e c h n i c a l  

k n o w l e d g e .  H e n c e ,  w e  h a v e  a n  E x a m i n a t i o n  r e q u i r e m e n t .

T e c h n i c a l  p r o f i c i e n c y  r e q u i r e s  a l e v e l  of p r o f e s s i o n a l  

j u d g m e n t .  T h a t  j u d g m e n t  is o n l y  a c q u i r e d  a f t e r  a p e r i o d  of 

e m p l o y m e n t  in a n  e n v i r o n m e n t  w h e r e  t h e  r e s t r i c t e d  p u b l i c  a c c o u n t i n g  

s e r v i c e  is p e r f o r m e d  a n d  o n l y  a f t e r  the p o t e n t i a l  C P A  p a r t i c i p a t e s  as 

an a p p r e n t i c e  in t h e  a c t u a l  p e r f o r m a n c e  of t h e  r e s t r i c t e d  s e r v i c e .  

H e n c e ,  w e  h a v e  an  E x p e r i e n c e  R e q u i r e m e n t .

In t h e  r e m a i n d e r  of t h e  p a p e r ,  the s p e c i f i c  q u a l i f c a t i o n  

r e q u i r e m e n t s  w i l l  be d i s c u s s e d .  T h e s e  two r a t i o n a l e s  for g o v e r n m e n t  

i n v o l v e m e n t  s h o u l d  be c o n s i d e r e d  as the s p e c i f i c  r e q u i r e m e n t s  a r e  

e x a m i n e d .  A n y  d i s c u s s i o n  of  the e x p e r i e n c e  r e q u i r e m e n t  m u s t  

e s p e c i a l l y  c o n s i d e r  t h e s e  r a t i o n a l e s .  W e  s h a l l  b r i e f l y  d i s c u s s

for r e g u l a t i o n .



p r e s e n t  a n d  p r o p o s e d  e d u c a t i o n  a n d  e x a m i n a t i o n  r e q u i r e m e n t s  b e f o r e  

m o v i n g  to a m e r e  e x t e n s i v e  d i s c u s s i o n  of  the e x p e r i e n c e  r e q u i r e m e n t .  

E d u c a t i o n  R e c u i r e m e n t

A  p o s t b a c c a l a u r e a t e  e d u c a t i o n  r e q u i r e m e n t  is t h e  o f f i c i a l  

p o l i c y  o f  t h e  A m e r i c a n  I n s t i t u t e  of  C e r t i f i e d  P u b l i c  A c c o u n t a n t s  

(AICPA) a n d  t h e  N a t i o n a l  A s s o c i a t i o n  of  S t a t e  B o a r d s  o f  A c c o u n t a n c y  

(NA S B A )  o6 T h i s  p o l i c y  p o s i t i o n  w a s  a d o p t e d  b y  t h e  A I C P A  in 1 9 6 9  

b u t  i m p l e m e n t a t i o n  t h r o u g h  l e g i s l a t i o n  h a s  b e e n  s l o w . 7 O n l y  

F l o r i d a  c u r r e n t l y  r e q u i r e s  e d u c a t i o n  b e y o n d  t h e  b a c c a l a u r e a t e  

l e v e l . 8 H a w a i i  h a s  a n  e d u c a t i o n  r e q u i r e m e n t  of t h i r t y  s e m e s t e r  

h o u r s  b e y o n d  t h e  b a c c a l a u r e a t e  lev e l ,  b u t  in 1983 t h a t  r e q u i r e m e n t

6 in D e c e m b e r ,1983, the S p e c i a l  C o m m i t t e e  o n  M o d e l  A c c o u n t a n c y  
B i l l  (a j o i n t  A I C P A / N A S B A  c o m m i t t e e )  i s s u e d  for c o m m e n t  a p r o p o s e d  
M o d e l  A c c o u n t a n c y  B i l l .  T h i s  d ' a f t  b i l l  w a s  p t e p a r e d  w i t h  a v i e w  to 
m e r g i n g  t h e  A I C P A ' s  1 9 8 1  M o d e l  B i l l  a n d  N A S B A ' s  1 9 8 0  M o d e l  B i l l  " i n t o  
a b i l l  w h i c h  w o u l d  o f f e r  in a s i n g l e  h a r m o n i z e d  f o r m  the s u b s t a n t i v e
p r o v i s i o n s  of b o t h  t h o s e  l e g i s l a t i v e  m o d e l s  o n  w h i c h  the s p o n s o r i n g
o r g a n i z a t i o n s  a g r e e ,  a n d  s e t  f o r t h  in o p i n i o n a l  f o r m  the s u b s t a n t i v e
p r o v i s i o n s  o n  w h i c h  t h e y  d i f f e r . "  ( i n t r o d u c t i o n  to M o d e l  B i l l
q u o t e d ) .  T h e  j o i n t  b i l 1 c a l l s  f o r  a b a c c a l a u r e a t e  d e g r e e  w i t h  
a c c o u n t i n g  c o n c e n t r a t i o n  p l u s  t h i r t y  s e m e s t e r  h o u r s  o f  a d d i t i o n a l  
s t u d y .  T h i s  is g e n e r a l l y  r e f e r r e d  to as  the 5 y e a r  e d u c a t i o n  
r e q u i r e m e n t .

A l t h o u g h  the j o i n t  c o m m i t t e e  a g r e e d  (as w i t h  e d u c a t i o n )  on m o s t  
p r o v i s i o n s  o f  the j o i n t  b i l l ,  t h e r e  w a s  s o m e  d i s a g r e e m e n t .  S e e  n o t e s  
13 a n d  20 for d i s c u s s i o n  c f  o p t i o n a l  p r o v i s i o n s  o f  the j o i n t  b i l l  
w h i c h  r e s u l t e d  f r o m  t h o s e  d i s a g r e e m e n t s .

7 T h e  f i v e - y e a r  e d u c a t i o n  p o l i c y  w a s  a d o p t e d  by the A I C P A  w i t h  the 
i s s u a n c e  of  t h e  " R e p o r t  of the C o m m i t t e e  on E d u c a t i o n  a n d  E x p e r i e n c e  
R e q u i r e m e n t s  for C P A s " .  (The B e a m e r  C o m m i t t e e ) .  T h a t  19 6 9  r e p o r t  
t a r g e t e d  t h e  y e a r  19 7 5  as t h e  d a t e  for a d o p t i o n  o f  t h e  f i v e - y e a r  
r e q u i  r e m e n t .

A n n e c d o t a l  e v i d e n c e  a p p e a r s  to i n d i c a t e  t h a t  the a d d i t i o n a l  
e d u c a t i o n  r e q u i r e m e n t  h a s  r e s t r i c t e d  the s u p p l y  of e n t r y  l e v e l  
a c c o u n t a n t s  in F l o r i d a .  S e v e r a l  s t u d e n t s  a r e  s c h e d u l e d  to g r a d u a t e  
f r o m  t h e  U n i v e r s i t y  of A l a s k a - F a i r b a n k s  t h i s  s p r i n g  w i t h  
" M B A - C o n c e n t r a t i o n  in A c c o u n t i n g "  d e g r e e s .  D u r i n g  the fall 
r e c r u i t i n g  s e a s o n ,  o n e  of t h e s e  s t u d e n t s  w a s  net o f f e r e d  a p o s i t i o n  
in the A l a s k a n  o f f i c e  of a p a r t i c u l a r  n a t i o n a l  C P A  firm. R a t h e r ,  the 
s t u d e n t  w a s  a s k e d  if r e l o c a t i o n  to F l o r i d a  w a s  a p o s s i b i l i t y .  
F l o r i d a ' s  p o s t b a c c a l a u r e a t e  e d u c a t i o n  r e q u i r e m e n t  b e c a m e  e f f e c t i v e  in 
1983 .



w a s  r e v i s e d  to a l l o w  a n  a p p l i c a n t  t h e  o p t i o n  of  r e p l a c i n g  t h e  

a d d i t i o n a l  e d u c a t i o n  w i t h  an a d d i t i o n a l  t h i r t y  m o n t h s  o f  p r o f e s s i o n a l  

e x p e r i e n c e  ir. a p u b l i c  a c c o u n t i n g  p r a c t i c e .  U t a h  h a s  e n a c t e d  a 

p o s t b a c c a l a u r e a t e  r e q u i r e m e n t  w h i c h  b e c o m e s  e f f e c t i v e  in 1 9 8 6 .

S e v e r a l  s t a t e s  r e d u c e  t h e  e x p e r i e n c e  r e q u i r e m e n t  f o r  t h e  a p p l i c a n t  

w i t h  e d u c a t i o n  b e y o n d  t h e  b a c c a l a u r e a t e  l e v e l .

R e s p o n d i n g  to t h e  s l o w  i m p l e m e n t a t i o n  of a f i v e  y e a r  e d u c a t i o n  

r e q u i r e m e n t ,  an A I C P A / N A S B A  j o i n t  " C o m m i s s i o n  on P r o f e s s i o n a l  

A c c o u n t i n g  E d u c a t i o n "  r e a f f i r m e d  t h e  p o s t b a c c a l a u r e a t e  p o s i t i o n  in 

J u l y  1 983. A v i g o r o u s  p o l i t i c a l  a c t i o n  c a m p a i g n  is b e i n g  p r e s e n t l y  

m o u n t e d  to i m p l e m e n t  t h i s  i n c r e a s e d  e d u c a t i o n  r e q u i r e m e n t  t h r o u g h  

l e g i s l a t i o n  in a d d i t i o n a l  s t a t e s .

T h e  A l a s k a n  s t a t u t e  d o e s  n o t  r e q u i r e  e v e n  a b a c c a l a u r e a t e  

d e g r e e .  U n d e r  p r e s e n t  l a w  t h e  e d u c a t i o n  r e q u i r e m e n t  is t w o  y e a r s  of 

s t u d y  a t  a r e c o g n i z e d  c o l l e g e  or u n i v e r s i t y  or g r a d u a t i o n  f r o m  a 

r e c o g n i z e d  c o m m u n i t y  or j u n i o r  c o l l e g e .  W h i l e  n o t  r e q u i r e d ,  a 

b a c c a l a u r e a t e  d e g r e e  d o e s  r e d u c e  A l a s k a ' s  e x p e r i e n c e  r e q u i r e m e n t .  

S e n a t e  B i l l  3 1 8  w o u l d  r e q u i r e  a b a c c a l a u r e a t e  d e g r e e  or its 

e q u i v a l e n t  c o n f e r r e d  by a c o l l e g e  or u n i v e r s i t y  a c c e p t a b l e  to the 

S t a t e  B o a r d  of A c c o u n t a n c y .

O n e  m i g h t  a r g u e  th a t  t h i s  is a s u b s t a n t i a l  c h a n g e  w h i c h  

s e r i o u s l y  r e s t r i c t s  e n t r y  in t o  the a c c o u n t i n g  p r o f e s s i o n .  H o w e v e r ,  

the r e q u i r e m e n t  of a f o u r  y e a r  d e g r e e  d o e s  n o t  a p p e a r  to be a 

p a r t i c u l a r l y  c o n t e n t i o u s  i s s u e  a m o n g  t h e  c o n c e r n e d  p a r t i e s .  As  t h e  

r u l e s  of  G A A P  a n d  G A A S  h a v e  e x p a n d e d  in r e c e n t  y e a r s , ^ t h e

- O n e  m i g h t  e x a m i n e  the p r o l i f e r a t i o n  of  n e w  a u t h o r i t a t i v e  
s t a n d a r d s  to u n d e r s t a n d  the i n c r e a s e  in t h e  t e c h n i c a l  a c c o u n t i n g  a n d  
a u d i t i n g  b o d y  of k n o w l e d g e .  P r i o r  to 1970 t h e r e  w e r e  15 A P B  O p i n i o n s  
a n d  41 S t a t e m e n t s  o n  A u d i t i n g  P r o c e d u r e .  B e t w e e n  19 7 0  a n d  D e c e m b e r ,  
1 9 8 3 ,  16 n e w  A P B  o p i n i o n s ,  76 F A S B  s t a n d a r d s ,  13 n e w  S t a t e m e n t s  o n  
A u d i t i n g  P r o c e d u r e s ,  a n d  47 S t a t e m e n t s  on A u d i t i n g  S t a n d a r d s  w e r e  
i s s u e d  by v a r i o u s  a u t h o r i t a t i v e  b o d i e s .



a c c o u n t i n g  p r o f e s s i o n  h a s  g e n e r a l l y  r e c o g n i z e d  t h e  n e e d  f o r  a 

b a c c a l a u r e a t e  e d u c a t i o n  to i n s u r e  s i g n i f i c a n t  e x p o s u r e  to t h e  

a c c o u n t i n g  a n d  a u d i t i n g  b o d y  o f t e c h n i c a l  k n o w l e d g e .  O n l y  f o u r t e e n  

a c c o u n t i n g  j u r i s d i c t i o n s  do  n o t  c u r r e n t l y  r e q u i r e  a t  l e a s t  a 

b a c c a l a u r e a t e  e d u c a t i o n . 10 A d d i t i o n a l l y ,  it is g e n e r a l l y  

r e c o g n i z e d  t h a t  a b a c c a l a u r e a t e  e d u c a t i o n  is n e c e s s a r y  if an 

a p p l i c a n t  is to h a v e  a r e a l i s t i c  o p p o r t u n i t y  o f  s u c c e s s f u l l y  p a s s i n g  

th e  C P A  e x am . T h i s  c h a n g e d  e d u c a t i o n  r e q u i r e m e n t  w i l l  b r i n g  A l a s k a  

m o r e  c l o s e l y  i n t o  c o n f o r m i t y  w i t h  e x i s t i n g  l e g i s l a t i o n  in o t h e r  

s t a t e s .  P e r h a p s  t h e  p r i n c i p a l  q u e s t i o n  r e g a r d i n g  t h e  e d u c a t i o n  

r e q u i r e m e n t  is w h e t h e r  S e n a t e  B i l l  3 1 8  g o e s  far  e n o u g h  in 

s t r e n g t h e n i n g  t h e  r e q u i r e m e n t .

As  d i s c u s s e d ,  b o t h  t h e  A I C P A  a n d  N A S B A  f a v o r  a n  e d u c a t i o n  

r e q u i r e m e n t  b e y o n d  t h e  b a c c a l a u r e a t e  l e v e l .  In a f e w  y e a r s ,  A l a s k a  

m i g h t  be c o n s i d e r i n g  an  e d u c a t i o n  r e q u i r e m e n t  o f o n e  y e a r  of 

a d d i t i o n a l  s t u d y  b e y o n d  t h e  t r a d i t i o n a l  f o u r  y e a r  d e g r e e .

S u c h  c o n s i d e r a t i o n  is p r o b a b l y  p r e m a t u r e  p r e s e n t l y  s i n c e  no 

i n s t i t u t i o n  of h i g h e r  e d u c a t i o n  in A l a s k a  c u r r e n t l y  h a s  a f i v e  y e a r  

A c c o u n t i n g  p r o g r a m .

T h e  f o u r t e e n  j u r i s d i c t i o n s  a r e  C a l i f o r n i a ,  D e l a w a r e ,  I ow a,  
M i n n e s o t a ,  N e w  Y o r k ,  N o r t h  C a r o l i n a ,  N o r t h  D a k o t a ,  O k l a h o m a ,
O r e g o n ,  P u e r t o  R i c o,  T e x a s ,  V e r m o n t ,  V i r g i n  I s l a n d s ,  a n d  A l a s k a .
In s o m e  of t h e s e  j u r i s d i c t i o n s  a d e g r e e  is r e q u i r e d  u n l e s s  an 
a p p l i c a n t  f u l f i l l s  a n  a l m o s t  p r o h i b i t i v e  e x p e r i e n c e  r e q u i r e m e n t .
For e x a m p l e ,  N e w  Y o r k  w i l l  s u b s t i t u t e  15 y e a r s  of  p u b l i c  
a c c o u n t a n c y  e x p e r i e n c e  for  the b a c c a l a u r e a t e  d e g r e e .  T h e  
r e m a i n i n g  f o r t y  j u r i s d i c t i o n s  r e q u i r e  a b a c c a l a u r e a t e  d e g r e e  
( e x c e p t  for I l l i n o i s  a n d  N e w  H a m p s h i r e  w h i c h  r e q u i r e  f o u r  y e a r s  
of c o l l e g e  e d u c a t i o n  b u t  no s p e c i f i c  d e g r e e ) ; h o w e v e r ,  in s o m e  
s t a t e s  the B o a r d  of A c c o u n t a n c y  h a s  t h e  a u t h o r i t y  to w a i v e  the  
b a c c a l a u r e a t e  r e q u i r e m e n t  if an e d u c a t i o n a l  e q u i v a l e n c y  c a n  be 
v e r i f i e d  by  s u c c e s s f u l  c o m p l e t i o n  of a B o a r d  A d m i n i s t e r e d  
e x a m i n a t i o n .



A l l  s c a t s s  r e q u i a  p c c e n t i a l  C I A  to p a s s  th e  U n i f o r m  C e r t i f i e d  

P u b l i c  A c c o u n t a n t s  E x a m i n a t i o n  a d m i n i s t e r e d  b y  th e  A I C P A .  T h e  19 1/2  

h o u r  e x a m i n a t i o n  i n c l u d e s  f o u r  s e c t i o n s ;  (1) A u d i t i n g  (3 1/2 h o u r s ) ,

(2) B u s i n e s s  L a w  (3 1/2 h o u r s ) ,  (3) A c c o u n t i n g  T h e o r y  (3 1/2 h o u r s ) ,  

a n d  (4) A c c o u n t i n g  P r a c t i c e  (9 h o u r s ) .  A l a s k a  c u r r e n t l y  h a s  s u c h  a 

r e q u i r e m e n t  a n d  no  c h a n g e  is p r o p o s e d  in S e n a t e  B i l l  3 18 . S t a t e s  d o  

n o t  a l w a y s  a g r e e  o n  w h a t  c o n s t i t u t e  a p a s s i n g  g r a d e  o n  t h e  C P A  e x a m .  

A l l  s t a t e s  r e q u i r e  a g r a d e  of  75  on e a c h  of t h e f o u r  s e c t i o n s  o f  the  

e x a m ,  b u t  s t a t e s  d i f f e r  on w h a t  c o n s t i t u t e s  a " c o n d i t i o n a l  p a s s . "  A  

c o n d i t i o n a l  p a s s  a l l o w s  a n e x a m i n e e  to c a r r y  f o r w a r d  p a s s i n g  g r a d e s  

o n  c e r t a i n  s e c t i o n ( s )  to f u t u r e  e x a m i n a t i o n s .  T h u s ,  if th e e x a m i n e e  

p a s s e s  s o m e  s e c t i o n s  b u t  n o t  o t h e r s ,  the p a s s e d  s e c t i o n ( s )  d o  n o t  

h a v e  to b e  s u b s e q u e n t l y  r e t a k e n .  T h e  s t a t e s  h a v e  d i f f e r e n t  r u l e s  o n  

h o w  m a n y  p a s s e d  s e c t i o n s  a r e  r e q u i r e d  for  a c o n d i t i o n a l  p a s s  a n d  on 

h o w  t h e  c o n d i t i o n a l  p a s s  is c a r r i e d  f o r w a r d  to f u t u r e  e x a m i n a t i o n s .  

S t a t e s  a l s o  d i f f e r  on  w h e t h e r  a n  e t h i c s  e x a m i n a t i o n  m u s t  be  p a s s e d  b y  

a p p l i c a n t s .

S e n a t e  B i l l  3 1 8  ( l i k e  t h e  p r e s e n t  s t a t u t e )  r e q u i r e s  a p a s s i n g  

g r a d e  of 7 5  o n e a c h  s e c t i o n  of  the  U n i f o r m  C P A  e x a m .  T h e  A l a s k a  

c o n d i t i o n a l  p a s s  r u l e  is a l s o  n o t  a m e n d e d  by  t h e  p r o p o s e d  

l e g i s l a t i o n .  S e c t i o n  0 8 . 0 4 . 1 6 0  of th e  A l a s k a  P u b l i c  A c c o u n t a n c y  

S t a t u t e  s t a t e s ,  "An a p p l i c a n t  w h o  r e c e i v e s  a p a s s i n g  g r a d e  in 

a c c o u n t i n g  p r a c t i c e  or in a t  l e a s t  t w o  of t h e  o t h e r  s u b j e c t s  h a s  the  

r i g h t  to be  r e - e x a m i n e d  in o n l y  the  r e m a i n i n g  s u b j e c t s  a t  s u c c e e d i n g  

e x a m i n a t i o n s  w i t h i n  f i v e  y e a r s  a f t e r  t h e f i r s t  e x a m i n a t i o n ,  if th e  

a p p l i c a n t  t a k e s  a n e x a m i n a t i o n  in th e r e m a i n i n g  s u b j e c t s  a t  l e a s t

E x a m i n a t i o n  R e q u i r e m e nt



o n c e  e a c h  c a l e n d a r  y e a r  u n l e s s  e x c u s e d  by the B o a r d  fo r g o o d  c a u s e .  

A n  a p p l i c a n t  w h o  r e c e i v e s  a p a s s i n g  g r a d e  in th e  r e m a i n i n g  s u b j e c t s  

h a s  p a s s e d  t h e  e n t i r e  e x a m i n a t i o n . *

T h e r e  is o n e  m i n o r  c h a n g e  i n e x a m i n a t i o n  r e q u i r e m e n t s  in t h e  

p r o p o s e d  l e g i s l a t i o n .  C u r r e n t l y ,  A l a s k a n  a p p l i c a n t s  a r e  r e q u i r e d  to 

p a s s  an  e t h i c s  e x a m i n a t i o n  a d m i n i s t e r e d  b y  th e  A I C P A  b u t  th e  

r e q u i r e m e n t  is b y  S t a t e  B o a r d  r e g u l a t i o n  r a t h e r  t h a n  t h r o u g h  

l e g i s l a t i o n .  S e n a t e  B i l l  3 1 8  w o u l d  r e q u i r e  t h e  e t h i c s  e x a m i n a t i o n  

t h r o u g h  l e g i s l a t i o n .  S e c t i o n  0 8 . 0 4 . 1 0 0  of t h e  A l a s k a  P u b l i c  

A c c o u n t a n c y  A c t  w o u l d  b e a m e n d e d  to r e q u i r e  t h e  a p p l i c a n t  to h av e,  

" p a s s e d  in t h i s  or a n o t h e r  s t a t e  th e e t h i c s  e x a m i n a t i o n  a d m i n i s t e r e d  

by t h e  A I C P A . "

T h u s ,  th e  p r o p o s e d  l e g i s l a t i o n  m a k e s  o n l y  m i n o r  c h a n g e s  to t h e 

e x a m i n a t i o n  r e q u i r e m e n t ,  a n d  t h o u g h  t h e  e d u c a t i o n  r e q u i r e m e n t  c h a n g e  

is s u b s t a n t i a l  it d o e s  n o t  a p p e a r  to be p a r t i c u l a r l y  c o n t r o v e r s i a l .  

T h e  m a j o r  c h a n g e  p r o p o s e d  is to th r i e n c e  r e q u i r e m e n t .  T h a t

c h a n g e  is d i s c u s s e d  in t he  n e x t  s e c  _>f t h i s  p a p e r .

E x p e r i e n c e  R e q u i r e m e n t

A c c o u n t i n g  w o r k  e x p e r i e n c e  h a s  b e e n  t r a d i t i o n a l l y  r e q u i r e d  of 

p o t e n t i a l  C P A s .  S u c h  e x p e r i e n c e ,  w h e n  c o m b i n e d  w i t h  t e c h n i c a l  

e d u c a t i o n ,  w i l l  e n a b l e  t h e  a c c o u n t a n t  to d e v e l o p  p r o f e s s i o n a l  

j u d g m e n t .  S u c h  s e a s o n e d  p r o f e s s i o n a l  j u d g m e n t  is a n e c e s s a r y  

i n g r e d i e n t  o f t h e  e x p e c t e d  l e v e l  of t e c h n i c a l  k n o w l e d g e  a n d  

p r o f i c i e n c y  w h i c h  t h e p u b l i c  a s s u m e s  o f  a CPA. S i n c e  the o n l y



r e s t r i c t e d  s e r v i c e  o f  t h e  C P A  is t h e  e x p r e s s i o n  o f  a n  o p i n i o n  on

f i n a n c i a l  s t a t e m e n t s ,  the  n e c e s s a r y  e x p e r i e n c e  s h o u l d  be  r e l a t e d

to t h e  e x p r e s s i o n  of  s u c h  o p i n i o n .  O n l y  C P A s  ir. p u b l i c  p r a c t i c e  

e x p r e s s  o p i n i o n s  o n  f i n a n c i a l  s t a t e m e n t s .  A c c o r d i n g l y ,  m o s t  

a c c o u n t i n g  j u r i s d i c t i o n s  h i s t o r i c a l l y  r e q u i r e d  a p e r i o d  o f  e m p l o y m e n t  

w i t h  a p u b l i c  a c c o u n t i n g  f i r m  ( u s u a l l y  t w o  y e a r s )  to m e e t  l e g i s l a t e d  

e x p e r i e n c e  r e q u i r e m e n t s .

C h a l l e n g e s  to t h e  e x p e r i e n c e  r e q u i r e m e n t  h a v e  b e e n  n u m e r o u s  

t h r o u g h o u t  t h e  h i s t o r y  of p u b l i c  a c c o u n t a n c y  l a w s  a n d  e s p e c i a l l y  

n u m e r o u s  in r e c e n t  y e a r s .  C h a l l e n g e r s  u s u a l l y  b e l i e v e  t h a t  a p u b l i c  

a c c o u n t i n g  e x p e r i e n c e  r e q u i r e m e n t  r e s t r a i n s  e n t r y  i n t o  t h e  a c c o u n t i n g  

p r o f e s s i o n  a n d  p r o v i d e s  p r e s e n t  C P A  f i r m s  w i t h  a c a p t i v e  l a b o r  p o o l ,  

i.e., r e c e n t  a c c o u n t i n g  g r a d u a t e s  w h o  d e s i r e  to be  c e r t i f i e d .  

A d d i t i o n a l l y ,  t h < y  h a v e  s u g g e s t e d  t h a t  t h e m o s t  i m p o r t a n t  c o m p o n e n t s  

of t e c h n i c a l  p r o f i c i e n c y  a r e  a t h o r o u g h  k n o w l e d g e  of  G A A P  a n d  G A A S .  

T h e y  a r g u  .-.\t s u c h  k n o w l e d g e  is g a i n e d  t h r o u g h  e d u c a t i o n ,  not  

e x p e r i e n c  . F i n a l l y ,  t h e y  a r g u e  t h a t  th e v a l u e  of a s h o r t  p e r i o d  of

T h e  r e s t r i c t e d  s e r v i c e  is no t  q u i t e  so e a s i l y  d e f i n e d ,  a n d  is a 
c o n t e n t i o u s  i s s u e  in s e v e r a l  s t a t e s .  C P A ' s  e x p r e s s  e i t h e r  a 
C o m p i l a t i o n ,  R e v i e w ,  or A u d i t  R e p o r t  at  the c o n c l u s i o n  o f a n  
e n g a g e m e n t  in w h i c h  t h e r e  is an a s s o c i a t i o n  w i t h  f i n a n c i a l  
s t a t e m e n t s .  A n  a u d i t  r e p o r t  e x p r e s s e s  an o p i n i o n  o n f i n a n c i a l  
s t a t e m e n t s ;  a r e v i e w  r e p o r t  d i s c l a i m s  a n o p i n i o n ,  b u t  g i v e s  s o m e  
d e g r e e  of  l i m i t e d  a s s u r a n c e ;  a n d  a c o m p i l a t i o n  r e p o r t  d i s c l a i m s  an  
o p i n i o n  w i t h  no d e y r e e  of  a s s u r a n c e .  T h e  q u e s t i o n  is w h e t h e r  all  
t h r e e  t y p e s  of r e p o r t  e n g a g e m e n t s  a r e  r e s t r i c t e d  to C P A s .  In s e v e r a l  
s t a t e s ,  u n l i c e n s e d  p u b l i c  a c c o u n t a n t s  h a v e  a r g u e d  t h a t  t h e y  s h o u l d  be 
a l l o w e d  to d i s c l a i m  an o p i n i o n  by  i s s u i n g  a r e v i e w  or c o m p i l a t i o n
r e p o r t .  P r o p o s e d  S e n a t e  B i l l  31 8  m a k e s  a s i g n i f i c a n t  c h a n g e  in
A l a s k a ' s  l a w  in t h i s  r e g a r d .  T h e  c u r r e n t  a c c o u n t a n c y  s t a t u t e  is n o t
s p e c i f i c  a b o u t  th e e x a c t  t y p e s  of r e p o r t s  r e s t r i c t e d  to th e  CP A.
Linder the p r o p o s e d  r e v i s i o n ,  s e c t i o n  0 8 . 0 4 . 5 6 0  is a m e n d e d  to s t a t e ,
"A p e r s o n  m a y  n o t  s ig n,  a f f i x ,  or a s s o c i a t e  a n a m e . . . t o  a r e p o r t  
e x p r e s s i n g  or d i s c l a i m i n g  a n o p i n i o n  on a f i n a n c i a l  s t a t e m e n t  b a s e d  
on an  a u d i t  or e x a m i n a t i o n  of  t h e  s t a t e m e n t ,  r e p o r t  e x p r e s s i n g  
a s s u r a n c e  on a f i n a n c i a l  s t a t e m e n t  c a s e d  on a r e v i e w  o f the 
s t a t e m e n t ,  c o m p i l a t i o n  r e p o r t  on  a f i n a n c i a l  s t a t e m e n t  b a s e d  o n a 
c o m p i l a t i o n  of th e s t a t e m e n t ,  u n l e s s  the p e r s o n  h o l d s  a p e r m i t  to 
p r a c t i c e  p u b l i c  a c c o u n t i n g  u n d e r  t h i s  c h a p t e r . . . "



p u b l i c  a c c o u n t i n g  e x p e r i e n c e  h a s  b e e n  o v e r s t a t e d .  A  n e w  r e c r u i t  to a 

C P A  f i r m  t y p i c a l l y  e n g a g e s  in d e t a i l  a u d i t  t e s t i n g  w o r k  w h i c h  m i g h t  

n o t  a s s i s t  s i g n i f i c a n t l y  in th e  d e v e l o p m e n t  o f p r o f e s s i o n a l  j u d g m e n t  

a n d  t e c h n i c a l  p r o f i c i e n c y .

A n e c d o t a l  e v i d e n c e  w o u l d  a p p e a r  to c o n f i r m  t h e  c a p t i v e  l a b o r  

p o o l  a r g u m e n t .  O v e r  t h e  p a s t  s e v e r a l  y e a r s ,  t h e  p r i n c i p a l  e m p l o y m e n t  

c o n s i d e r a t i o n  o f  m a n y ,  if n o t  m o s t ,  of  t h e  a c c o u n t i n g  g r a d u a t e s  of  

the U n i v e r s i t y  of A l a s k a - F a i r b a n k s  h a s  b e e n  to m e e t  t h e  e x p e r i e n c e  

r e q u i r e m e n t  fo r c e r t i f i c a t i o n  a s a CPA. A l t h o u g h  p r i v a t e  i n d u s t r y  

( e s p e c i a l l y  th e l a r g e  O i l  C o m p a n i e s )  g e n e r a l l y  o f f e r  s u b s t a n t i a l l y  

h i g h e r  s a l a r i e s  a n d  b e n e f i t s ,  m o s t  of  the  t h e  a c c o u n t i n g  g r a d u a t e s  

a c c e p t  e m p l o y m e n t  in p u b l i c  a c c o u n t i n g .  T h i s  p h e n o m e n o n  is n o t  

u n i q u e  to A l a s k a .  T h e  f o l l o w i n g  q u o t a t i o n  f r o m  L e o  D o n a h u e ,  S t a t e  

A u d i t o r  of C o n n e c t i c u t ,  c o n f i r m s  t h i s  d e v e l o p m e n t  in o t h e r  s t a t e s  

S p e a k i n g  to th e  e x p e r i e n c e  r e q u i r e m e n t  in a M a r c h  10, 19 8 1 

l e g i s l a t i v e  h e a r i n g  on  C o n n e c t i c u t ' s  A c c o u n t a n c y  law, Mr. D o n a h u e  

s t a t e d ,  " W h e r e  i t ' s  i m p o r t a n t  to us, Mr. C h a i r m a n ,  is in t h e  

r e c r u i t i n g  of y o u n g  p e o p l e  w h o  h a v e n ' t  y e t  e s t a b l i s h e d  t h e i r  c a r e e r  

g o a l s ,  c o m i n g  to o u r  o f f i c e  r i g h t  o u t  of c o l l e g e  l o o k i n g  for 

e m p l o y m e n t .  O n e  of the f i r s t  q u e s t i o n s  t h e y  a l w a y s  a s k us is h o w  

m u c h  c r e d i t  t h e y  w i l l  r e c e i v e  for w o r k  in o u r  o f f i c e  t o w a r d s  b e i n g  

c e r t i f i e d ."

T h e  a r g u m e n t  t h a t  e x p e r i e n c e  in p u b l i c  a c c o u n t i n g  w i l l  n o t  a d d  

a n y  s p e c i a l  q u a l i t i e s  to i n c r e a s e  a C P A  a p p l i c a n t ' s  t e c h n i c a l  

k n o w l e d g e  a n d  p r o f i c i e n c y  w a s  m a d e  by W i l l i a m  B r u s c h i  in t h e  M a r c h  

19 6 9 J o u r n a l  o f  A c c o u n t a n c y .  A t  t he  t i m e  t h i s  a r t i c l e  was  w r i t t e n ,  

Mr. D r u s c h i  w as  a s t a f f  e m p l o y e e  of t he  A I C P A  a n d  p r e s e n t l y  Mr.



B r u s c h i  is t h e  A I C P A  V i c e - P r e s i d e n t  f o r E x a m i n a t i o n s  a n d  

R e g u l a t i o n s .  T h e  a r t i c l e  w a s  w r i t t e n  as a p o s i t i o n  p a p e r  of the 

AICPA. C o m m i t t e e  on E d u c a t i o n  a n d  E x p e r i e n c e  R e q i r e m e n t s  fo r  C P A s  (the 

B e a m e r  C o m m i t t e e ) . T h i s  c o m m i t t e e  e n d o r s e d  e l i m i n a t i o n  o f  a n y  

e x p e r i e n c e  r e q u i r e m e n t .  S i n c e  19 69,  th e  A I C P A  h a s  n o t  e n d o r s e d  

r e q u i r e d  e x p e r i e n c e  a s a q u a l i f i c a t i o n  fo r c e r t i f i c a t i o n .

B r u s c h i  i s o l a t e s  p r o f e s s i o n a l i s m ,  t e c h n i c a l  c o m p e t e n c e ,  a n d  

a d m i n i s t r a t i v e  a b i l i t y  as t h e  m o s t  d e s i r e d  q u a l i t i e s  of a CPA.  T h e  

m o s t  i m p o r t a n t  e l e m e n t s  of p r o f e s s i o n a l i s m  a r e  p e r s o n a l  i m a g e  of 

p r o f e s s i o n a l i s m ,  e t h i c s ,  a n d  a w a r e n e s s  of  e x p e c t e d  l e v e l  of 

c o m p e t e n c e .  B r u s c h i  a r g u e s  t h a t  e d u c a t i o n  w i t h  its e m p h a s i s  on  

p e r s o n a l  d e v e l o p m e n t  is a m e r e  v a l u a b l e  s o u r c e  of p r o f e s s i o n a l i s m  

t h a n  a b e g i n n i n g  a c c o u n t a n t ' s  f i r s t  y e a r  or tw o of 

p u b l i c  e x p e r i e n c e .  T h e  e l e m e n t s  of  t e c h n i c a l  c o m p e t e n c e  i n c l u d e  

a w a r e n e s s  of  i n f o r m a t i o n  flow, a p p l i c a t i o n s  o f  G A A P  a n d  G A AS , 

c o n c e p t s  of  m a t e r i a l i t y ,  p r e p a r a t i o n  of r e p o r t s ,  p r o f e s s i o n a 1 

j u d g m e n t ,  a n d  risk, a n a l y s i s .  W h i l e  B u s c h i  b e l i e v e s  t h a t  e x p e r i e n c e  

is i n v a l u a b l e  in d e v e l o p i n g  t h e s e  s k i l l s ,  he d o u b t s  t h a t  t h e s e  s k i l l s  

a r e  l i k e l y  to be a c q u i r e d  in t h e  f i r s t  y e a r  or  tw o of  p u b l i c  

a c c o u n t i n g  e m p l o y m e n t  a s a j u n i o r  s t a f f  a c c o u n t a n t .  F i n a l l y ,  B r u s c h i  

f e e l s  t h a t  e x p o s u r e  to the  t h i r d  q u a l i t y ,  a d m i n i s t r a t i v e  a b i l i t y ,  

i n c l u d i n g  m a n a g e m e n t  of p e r s o n n e l  a n d  c l i e n t  e n g a g e m e n t s ,  is 

d e f i n i t e l y  n o t  a v a i l a b l e  to the  j u n i o r  s t a f f  a c c o u n t a n t .

M o s t  e x p e r i e n c e  r e q u i r e m e n t s  i n i t i a l l y  r e q u i r e d  a c e r t a i n  n u m b e r  

of  y e a r s  o f  p u b l i c  a c c o u n t i n g  e m p l o y m e n t .  H o w e v e r ,  as c h a l l e n g e s  a n d  

e s p e c i a l l y  r e s t r a i n t  of t r a d e  a r g u m e n t s  g r e w  m o r e  n u m e r o u s ,  S t a t e  

L e g i s l a t u r e s  a n d  S t a t e  B o a r d s  o f  A c c o u n t a n c y  w e r e  f o r c e d  to r e v i e w  

t h e i r  e x p e r i e n c e  r e q u i r e m e n t s .  T h e  p o l i t i c a l  p r e s s u r e  f o r s u c h



r e v i e w  o f t e n  c a m e  from, i n d i v i d u a l s  w h o  h a d  m e t  t h e  E d u c a t i o n  a n d  E x a m  

r e q u i r e m e n t s ,  c u t  r.o; th e E x p e r i e n c e  r e q u i r e m e n t  fo r  c e r t i f i c a t i o n .  

T h e  c o u r t s  w a r e  s _ s j  ir.vcived as s e m e  rf t..ese i n d i v i d u a l s  c h a l l e n g e d  

e x p e r i e n c e  r e q u i r e m e n t s  in c o u r t .  T h e  r e q u i r e m e n t  h a d  to be  

i m p l e m e n t e d  to i n s u r e  t h a t  th e e x p e r i e n c e  g a i n e d  d u r i n g  t h e  

a p p r e n t i c e  p e r i o d  w a s  r e l e v a n t  to t h e  d e v e l o p m e n t  o f  p r o f e s s i o n a l  

s k i l l s  e x p e c t e d  of  an a c c o u n t a n t  w h o  w a s  e x p r e s s i n g  an o p i n i o n  on 

f i n a n c i a l  s t a t e m e n t s .  In m a n y  s t a t e s  t h e  r e q u i r e m e n t  o f  a c e r t a i n  

n u m b e r  o f y e a r s  C P A  f i r m  e m p l o y m e n t  b e g a n  to c h a n g e .

S t a t e  A c c o u n t a n c y  B o a r d s  h a d  to d e f i n e  t h e  c h a r a c t e r i s t i c s  of  

r e l e v a n t  e x p e r i e n c e  a n d  w i t h  e a c h  n e w  d e f i n i t i o n  a r e v i s e d  e x p e r i e n c e  

r e q u i r e m e n t  r e s u l t e d  a n d  n e w  r e g u l a t i o n  i m p l e m e n t a t i o n  p r o b l e m s  

e m e r g e d .  S o m e  a r g u e d  t h a t  th e  d e v e l o p m e n t  of  p r o f e s s i o n a l  j u d g m e n t  

r e q u i r e d  a w o r k  e x p e r i e n c e  in w h i c h  i n d e p e n d e n c e  w a s  r e c o g n i z e d .  O n l y  

b y  w o r k i n g  in a f i r m  of i n d e p e n d e n t  C P A s  w o u l d  a p o t e n t i a l  C P A  

e n c o u n t e r  s u c h  a n " i n d e p e n d e n c e "  a t m o s p h e r e .  H o w e v e r ,  c h a l l e n g e r s  

c o n t e n d e d  t h a t  o t h e r  a c c o u n t i n g  e m p l o y m e n t  s i t u a t i o n s  a l s o  s t r e s s e d  

i n d e p e n d e n c e ,  s u c h  as w o r k  e x p e r i e n c e  w i t h  S t a t e  L e g i s l a t i v e  A u d i t ,  

G AO , IRS, a n d  s o m e  p r i v a t e  i n d u s t r y  i n t e r n a l  a u d i t  d e p a r t m e n t s .

O t h e i  d e f i n i t i o n s  of r e l e v a n t  e x p e r i e n c e  a t t e m p t e d  to s p e c i f y  

the t y p e  of  w o r k  to be p e r f o r m e d .  T h e  r e s t r i c t e d  s e r v i c e  a C P A  

r e n d e r s  to t h e  p u b l i c  is th e e x p r e s s i o n  o f  an o p i n i o n  o n  t h e  f a i r  

p r e s e n t a t i o n  o f f i n a n c i a l  s t a t e m e n t s  in a c c o r d a n c e  w i t h  G A A P .  T h i s  

a t t e s t i n g  to f i n a n c i a l  s t a t e m e n t s  is th e p a r t i c u l a r  t e c h n i c a l  

p r o f i c i e n c y  t h a t  the e x p e r i e n c e  r e q u i r e m e n t  is e x p e c t e d  to e n h a n c e  in 

t h e p o t e n t i a l  CPA. S o m e  s t a t e s  b e g a n  to r e q u i r e  t h a t  s o m e  a m o u n t  o f  

a t t e s t  a c t i v i t y  be i n c l u d e d  i’ a n y  q u a l i f y i n g  e x p e r i e n c e  a n d  s o m e



s p e c i f i c a l l y  r e q u i r e d  a n  a m o u n t  of t i m e  e n g a g e d  in s p e c i f i c  t y p e s  of  

a t t e s t  a c t i v i t y  s u c h  as a u d i t  p l a n n i n g ,  a u c i r  p r o g r a m  p r e p a r a t i o n ,  

a n d a u d i o  r e p c r c  w r i t i n g .  S i n c e  cr.l; p u c l i c  a c c o u n t a n t s  a r e a l l o w e d  

to e x p r e s s  o p i n i o n s  on  f i n a n c i a l  s t a t e m e n t s ,  t h e s e  r e g u l a t i o n s  h a v e  

o f t e n  b e e n  i n t e r p r e t e d  to r e q u i r e  p u b l i c  a c c o u n t i n g  e m p l o y m e n t .  

H o w e v e r ,  i n t e r n a l  a n d  e s p e c i a l l y  g o v e r n m e n t a l  a u d i t o r s  a r g u e  t h a t  

t h e y  a r e  i n v o l v e d  in  a u d i t  a c t i v i t y  a n d  t h a t  t h e y  a r e  s o m e t i m e s  

a s s o c i a t e d  w i t h  o p i n i o n s  on  f i n a n c i a l  s t a t e m e n t s .

I m p l e m e n t a t i o n  p r o b l e m s  a r o s e  as S t a t e  B o a r d s  a t t e m p t e d  to 

e n f o r c e  t h e i r  d i f f e r e n t  e x p e r i e n c e  ■requirements. F a i r n e s s  c h a r g e s  

w e r e  l e v e l e d  a g a i n s t  S t a t e  A c c o u n t a n c y  B o a r d s  as  its m e m b e r s  t r i e d  to 

j u d g e  whetiier p a r t i c u l a r  p a t t e r n s  o f  e x p e r i e n c e  d i d  o r  d i d  n o t  m e e t  

t h e  s t a t e d  r e g u l a t i o n s . 12 S o m e  s t a t e s  b e g a n  to r a d i c a l l y  a l t e r  or 

e l i m i n a t e  th e  e x p e r i e n c e  r e q u i r e m e n t .  T h r e e  d i f f e r e n t  a p p r o a c h e s  

h a v e  b e e n  u t i l i z e d .  A f e w  s t a t e s  h a v e  c o m p l e t e l y  e l i m i n a t e d  the  

e x p e r i e n c e  r e q u i r e m e n t .  T h e  o t h e r  j u r i s d i c t i o n s  h a v e  an e x p e r i e n c e  

r e q u i r e m e n t ,  b u t  s o m e  s t a t e s  h a v e  l i b e r a l i z e d  t h e i r  d e f i n i t i o n  o f 

e x p e r i e n c e ,  t h e r e b y  e l i m i n a t i n g  an y  p u b l i c  a c c o u n t i n g  e m p l o y m e n t  

r e q u i r e m e n t .  F i n a l l y ,  s o m e  s t a t e s  h a v e  e s t a b l i s h e d  a t w o - t i e r  

l i c e n s i n g  a r r a n g e m e n t  f o r  C P A s .

F l o r i d a  c u r r e n t l y  r e q u i r e s  p o s t b a c c a l a u r e a t e  e d u c a t i o n  a n d  no

1 2 F o r  e x a m p l e ,  in 1 9 7 4  the  U t a h  S u p r e m e  C o u r t  r u l e d  in f a v o r  of a 
p l a i n t i f f  w i t h  15 y e a r s  p r i v a t e  a c c o u n t i n g  e x p e r i e n c e  w h o  h a d  b e e n  
d e n i e d  a c e r t i f i c a t e  b e c a u s e  he  l a c k e d  the  r e q u i r e d  p u b l i c  a c c o u n t i n g  
e x p e r i e n c e .  T h e  C o u r t  f o u n d  t h i s  d e n i a l  " a r b i t r a r y ,  c a p r i c i o u s ,  a n d  
w i t h o u t  f o u n d a t i o n  in f a c t  or la w"  a n d  o r d e r e d  the U t a h  S t a t e  B o a r d  
of  A c c o u n t a n c y  to g r a n t  a c e r t i f i c a t e .  A n i m p o r t a n t  i s s u e  in t h e  
c a s e  c o n c e r n e d  the  B o a r d ' s  c e r t i f i c a t i o n  of a n o t h e r  p r i v a t e  
a c c o u n t a n t  w h o  h a d  w o r k e d  for two y e a r s  in t h e  i n t e r n a l  a u d i t  
d e p a r t m e n t  of  an i n s u r a n c e  c o m p a n y .  T h a t  p r i v a t e  a c c o u n t a n t  h a d  b e e n  
c e r t i f i e d  u n d e r  an e q u i v a l e n t  e x p e r i e n c e  d e c i s i o n  by  th e U t a h  B o a r d  
of A c c o u n t a n c y .  [ M e r r i l l  vs. M c G i n n ,  30 U t a h  2d 421, 518 p . 2d 13 9 2 
( U t a h  1974)]



e x p e r i e n c e .  M a r y l a n d ,  M o n t a n a ,  a n d  W e s t  V i r g i n i a  do n o t  r e q u i r e  

e x p e r i e n c e  b u t  do r e q u i r e  a b a c c a l a u r e a t e  e d u c a t i o n .  W o r t h  D a k o t a ,  

P u e r t o  R i co ,  a n d  O k l a h o m a ,  ar e  a m o n g  t h e  j u r i s d i c t i o n s  w h i c h  d o n o t  

r e q u i r e  a b a c c a l a u r e a t e  d e g r e e .  In t h e s e  j u r i s d i c t i o n s ,  no 

e x p e r i e n c e  is r e q u i r e d  fo r  t h o s e  a p p l i c a n t s  w i t h  an  a p p r o p r i a t e  

b a c c a l a u r e a t e  d e g r e e .  In C o l o r a d o  e x p e r i e n c e  is r e q u i r e d ,  b u t  t h e  

r e q u i r e m e n t  is w a i v e d  fo r t h o s e  c a n d i d a t e s  w i t h  a p o s t b a c c a l a u r e a t e  

d e g r e e .  In e i g h t  j u r i s d i c t i o n s ,  it is t h e r e f o r e  p o s s i b l e  to b e c o m e  

c e r t i f i e d  a n d  p r a c t i c e  p u b l i c  a c c o u n t i n g  w i t h o u t  m e e t i n g  a n y  

e x p e r i e n c e  r e q u i r e m e n t .

It is d i f f i c u l t  to d e t e r m i n e  e x a c t l y  t h e  n u m b e r  of  s t a t e s  w h i c h  

r e q u i r e  p u b l i c  a c c o u n t i n g  e x p e r i e n c e .  A l l  j u r i s d i c t i o n s  e x c e p t  t h e  

e i g h t  d i s c u s s e d  a b o v e  r e q u i r e  e x p e r i e n c e ,  b u t  m o s t  a c c e p t  e x p e r i e n c e  

e q u i v a l e n t  to p u b l i c  a c c o u n t i n g  e x p e r i e n c e .  A r e a d i n g  o f  t h e  s t a t u t e s  

a n d  r e g u l a t i o n s  d o e s  n o t  a l w a y s  i n d i c a t e  e x a c t l y  h o w  t h i s  " e q u i v a l e n t  

e x p e r i e n c e "  r e g u l a t i o n  is a d m i n i s t e r e d .  For  e x a m p l e ,  A l a s k a  

c u r r e n t l y  d o e s  a c c e p t  e q u i v a l e n t  e x p e r i e n c e ,  b u t  w o r k  in p r i v a t e  

a c c o u n t i n g  is g e n e r a l l y  n o t  c o n s i d e r e d  t o t a l l y  e q u i v a l e n t .  It 

a p p e a r s  t h a t  a p p r o x i m a t e l y  ' erity j u r i s d i c t i o n s  w i l l  a c c e p t  p r i v a t e  

a c c o u n t i n g  e m p l o y m e n t  to m e e t  the e x p e r i e n c e  r e q u i r e m e n t .

A l a s k a ' s  s i s t e r  p e t r o l e u m  s t a t e ,  T e x a s ,  is o n e  e x a m p l e  o f  a 

s t a t e  in w h i c h  p u b l i c  a c c o u n t i n g  e x p e r i e n c e  is n o t  s p e c i f i c a l l y  

r e q u i r e d .  T h e  T e x a s  l a w  d o e s  r e q u i r e  e x p e r i e n c e  b u t  the  s t a t u t e  

r e a d s  t h a t  t h e e x p e r i e n c e  " s h a l l  b e in p u b l i c  p r a c t i c e  u n d e r  the 

s u p e r v i s i o n  of a C P A  or  p u b l i c  a c c o u n t a n t  or in an a c t i v i t y  

c o m p a r a b l e  t h e r e t o  ' e m p h a s i s  ad de d) or in a n y  c o m b i n a t i o n  of  s u c h  

t y p e s  of e x p e r i e n c e  in w o r k  of  a n o n - r o u t i n e  a c c o u n t i n g  n a t u r e  w h i c h  

c o n t i n u a l l y  r e q u i r e s  i n d e p e n d e n t  t h o u g h t  a n d  j u d g m e n t  o n  i m p o r t a n t



a c c o u n t i n g  m a t t e r s . "  (Art  4 1 a - l - P u b l i c  A c c o u n t a n c y  A c t  o f  19 79 , 

S e c t i o n  12, p a r a g r a p h  (5) (A) . P e c u l a t i o n s  of the  T e x a s  S t a t e  B o a r d  

of P u b l i c  A c c o u n t a n c y  d e f i n e  c o m p a r a o l e  e x p e r i e n c e ,  " E x p e r i e n c e  in 

o t h e r  p o s i t i o n s  m a y  be a p p r o v e d  b y  t h e  B o a r d  as e x p e r i e n c e  c o m p a r a b l e  

to e x p e r i e n c e  g a i n e d  in t h e  p r a c t i c e  o f  p u b l i c  a c c o u n t a n c y  u n d e r  the  

s u p e r v i s i o n  o f  a C P A  o r p u b l i c  a c c o u n t a n t  u p o n  c e r t i f i c a t i o n  b y  th e 

p e r s o n  or  p e r s o n s  s u p e r v i s i n g  t h e  c a n d i d a t e  t h a t  t h e  e x p e r i e n c e  w a s  

of  a n o n r c u t i n e  a c c o u n t i n g  n a t u r e  w h i c h  c o n t i n u a l l y  r e q u i r e d  

i n d e p e n d e n t  t h o u g h t  a n d  j u d g m e n t  o n i m p o r t a n t  a c c o u n t i n g  m a t t e r s .  

E x p e r i e n c e  fo r w h i c h  a p p r o v a l  is s o u g h t  u n d e r  t h i s  s e c t i o n  m u s t  be 

d e s c r i b e d  in d e t a i l  a n d  t h e  a p p l i c a n t  m u s t  i n f o r m  th e B o a r d  of o n e  or 

m o r e  c e r t i f i e d  p u b l i c  a c c o u n t a n t s  or  p u b l i c  a c c o u n t a n t s  h a v i n g  

k n o w l e d g e  o f  t h e  a p p l i c a n t ' s  e x p e r i e n c e . "  (Sec. 5 1 1 . 1 2 3  of  th e R u l e s  

of  th e  T e x a s  S t a t e  B o a r d  of P u b l i c  A c c o u n t a n c y ) .

U n d e r  th e  T e x a s  r e g u l a t i o n s ,  an i n d i v i d u a l  w i t h o u t  p u b l i c  

a c c o u n t i n g  e x p e r i e n c e  can  b e c e r t i f i e d  as a C P A  p r o v i d e d  t h a t  h i s / h e r  

p r i v a t e  i n d u s t r y  a c c o u n t i n g  e x p e r i e n c e  is of a n o n - r o u t i n e  n a t u r e  

w h i c h  r e q u i r e s  i n d e p e n d e n t  j u d g m e n t  on  i m p o r t a n t  m a t t e r s .  An 

i n d i v i d u a l  so c e r t i f i e d  in T e x a s  w o u l d  b e  u n a b l e  to o b t a i n  a 

r e c i p r o c a l  C P A  c e r t i f i c a t e  in o t h e r  s t a t e s  w h i c h  r e q u i r e  p u b l i c  

a c c o u n t i n g  e x p e r i e n c e .

U n d e r  a t w o - t i e r  l i c e n s i n g  s y s t e m ,  an a p p l i c a n t  c a n  b e g r a n t e d  a 

C P A  c e r t i f i c a t e  w i t h o u t  m e e t i n g  a n y  e x p e r i e n c e  r e q u i r e m e n t .  T h i s  is 

ti er  I. A t i e r  I c e r t i f i c a t e  w o u l d  be g r a n t e d  w h e n  an i n d i v i d u a l  h a d  

s u c c e s s f u l l y  c o m p l e t e d  the E x a m  a n d  E d u c a t i o n  r e q u i r e m e n t s  for 

c e r t i f i c a t i o n .  T h i s  tier I c e r t i f i c a t e  w o u l d  not  q u a l i f y  an  

i n d i v i d u a l  to p r a c t i c e  p u b l i c  ■'^counting. A t i e r  II l i c e n s e  w o u l d



o n l y  be  g r a n t e d  a f t e r  a n  e x p e r i e n c e  r e q u i r e m e n t  h a d  b e e n  f u l f i l l e d

ar.d t h i s  l i c e n s e  w o u l d  a l l o w  ar. ir.di,‘i d u a l  to e n g a g e  in t h e  p r a c t i c e  

of p u b l i c  a c c o u n t i n g .  M A S B A 1s M o d e l  A c c o u n t a n c y  A c t  f a v o r s  t h i s  

a p p r o a c h . --

I l l i n o i s  a d o p t e d  t h e  f i r s t  t w o - t i e r  p l a n  in 19 4 3 .H  

C e r t i f i c a t i o n  w a s  g r a n t e d  w i t h o u t  e x p e r i e n c e ,  b u t  a p e r m i t  to 

p r a c t i c e  p u b l i c  a c c o u n t i n g  r e q u i r e d  e x p e r i e n c e .  No j u r i s d i c t i o n

f o l l o w e d  t h e  I l l i n o i s  l e a d  u n t i l  I o w a  a d o p t e d  t he  t w o - t i e r  s y s t e m  31 

y e a r s  l a t e r  in 1 9 7 4 .  S e v e n  m o r e  s t a t e s  [ A r k a n s a s (1975) ,

W y o m i n g (1 9 7 5 ) ,  N e b r a s k a (1 97 7) , M i s s o u r i (19 78) , L o u i s i a n a (1979), 

M i n n e s o t a (1980) a n d  U t a h  (1981)] a n d  th e  D i s t r i c t  of  C o l u m b i a (1978) 

h a v e  a d o p t e d  t h e  I l l i n o i s  P l a n . 15 C o n n e c t i c u t  a d o p t e d  the  p l a n  

in 1 981 , o u t  r e p e a l e d  it in 19 83 . No o t h e r  s t a t e  h a s  a d o p t e d  th e 

t w o - t i e r  I l l i n o i s  P l a n .  C u r r e n t l y  ten  j u r i s d i c t i o n s  h a v e  a d o p t e d  t h e 

I l l i n o i s  P l a n  t w o - t i e r  s y s t e m .

15 T h i s  is o n e  a r e a  w h e r e  N A S B A  a n d  th e A I C P A  w e r e  u n a b l e  to 
r e c o n c i l e  t h e i r  d i f f e r e n c e s  in the  D e c e m b e r  1983 e x p o s u r e  d r a f t  of a 
j o i n t  m o d e l  b i l l .  U n d e r  o n e  p r o v i s i o n  ( f a v o r e d  by the AI CP A)  th a t 
b i l l  r e q u i r e s  no e x p e r i e n c e .  An  o p t i o n a l  p r o v i s i o n  to the p e r m i t  to 
p r a c t i c e  s e c t i o n  r e q u i r e s  e x p e r i e n c e  in the p r a c t i c e  of p u b l i c  
a c c o u n t a n c y  or it s e q u i v a l e n t .  N A S B A  f a v o r s  t h i s  a l t e r n a t e  
p r o v i s i o n .

11 An i n t e r e s t i n g  f e a t u r e  of th e t w o - t i e r  s y s t e m  in I l l i n o i s  is 
t h a t  t h e C P A  c e r t i f i c a t e  (cier I) is g r a n t e d  by  the U n i v e r s i t y  of 
I l l i n o i s .  T h e  t i e r  II p e r m i t  to p r a c t i c e  is g r a n t e d  by the S t a t e  of  
I l l i n o i s .

15 K a n s a s  h a s  a d o p t e d  a p l a n  s i m i l a r  to the I l l i n o i s  p l a n .  In 
t h a t  s t a t e  a n i n d i v i d u a l  w.'th an  a c c o u n t i n g  b a c c a l a u r e a t e  d e g r e e  w h o  
h a s  p a s s e d  the  C P A  e x a m i n a t i o n  r e c e i v e s  a c e r t i f i c a t e  k n o w n  as  the 
" K a n s a s  c e r t i f i c a t e . "  T h i s  c e r t i f i c a t e  w h i c h  d o e s  n o t  r e q u i r e  an 
e x p e r i e n c e  r e q u i r e m e n t  is a c e r t i f i c a t e  o f  h a v i n g  " p a s s e d  the C P A  
e x a m i n a t i o n . "  A n  e x p e r i e n c e  r e q u i r e m e n t  is r e q u i r e d  b e f o r e  a p e r m i t  
to p r a c t i c e  in K a n s a s  as a c e r t i f i e d  p u b l i c  a c c o u n t a n t  is g r a n t e d .



S e v e n  o t h e r  j u r i s d i c t i o n s  h a v e  a d o p t e d  p l a n s  s o m e t i m e  r e f e r r e d  

to as t w o - t i e r  s y s t e m s .1° Ir. t h e s e  j u r i s d i c t i o n s ,  e x p e r i e n c e  is 

r e q u i r e d  f o r  b o t h  c e r t i f i s a t i c n  anu  t h e  p e r m i t  to p r a c t i c e .  T h e  

t w o - t i e r  t e r m i n o l o g y  in t h e s e  s t a t e s  is in r e f e r e n c e  to t h e  

c o n t i n u i n g  e d u c a t i o n  r e q u i r e m e n t s .  T h e  p e r m i t  to p r a c t i c e  in t h e s e  

s e v e n  j u r i s d i c t i o n s  r e q u i r e s  c o n t i n u i n g  p r o f e s s i o n a l  e d u c a t i o n .  S u c h  

c o n t i n u i n g  e d u c a t i o n  is n o t  r e q u i r e d  f o r  C P A ' s  w h o  do  n o t  e n g a g e  in 

p u b l i c  p r a c t i c e .  T h e s e  s t a t e s  s h o u l d  n o t  be c o n s i d e r e d  t w o - t i e r  in 

a n y  d i s c u s s i o n  of the  e x p e r i e n c e  r e q u i r e m e n t .  O n l y  t h e  ten  

j u r i s d i c t i o n s  a b o v e  a r e  t r u e  t w o - t i e r  s t a t e s  w h i c h  r e q u i r e  e x p e r i e n c e  

for th e  p e r m i t  to p r a c t i c e ,  bu t n o t  for c e r t i f i c a t i o n .

Tji.e. e x p e ii.gug.g_P.e.g.uii.o m d n t _ i r L _ A i a s K .a

T h e  e x p e r i e n c e  r e q u i r e m e n t  in A l a s k a  h a s  e v o l v e d  in a m a n n e r  

s i m i l a r  to t he  o t h e r  a c c o u n t i n g  j u r i s d i c t i o n s .  A r e q u i r e m e n t  for 

p u b l i c  a c c o u n t i n g  w o r k  e x p e r i e n c e  ha s  b e e n  r e p l a c e d  by d e t a i l e d  

r e g u l a t i o n s  w h i c h  a t t e m p t  to d e f i n e  r e l e v a n t  e x p e r i e n c e .  A l a s k a ' s  

R e g u l a t i o n s  a r e  p a r t i c u l a r l y  c o m p l i c a t e d .  An  i n d i v i d u a l  w i t h  a 

b a c c a l a u r e a t e  d e g r e e  in a c c o u n t i n g ! ^  m u s t  a c c u m u l a t e  f o u r  

e x p e r i e n c e  p o i n t s ,  I n c l u d i n g  850 h ours. P e r f o r m i n g  the, a t t e s t  

f u n c t i o n . O n e  y e a r  of o u b l i c  a c c o u n t i n g  e x p e r i e n c e  u n d e r  t he  d i r e c t  

s u p e r v i s i o n  of  a C P A  c o u n t s  for two e x p e r i e n c e  p o i n t s ;  o n e  y e a r  

e x p e r i e n c e  w o r k i n g  in p r i v a t e  a c c o u n t i n g  or g o v e r n m e n t a l  a c c o u n t i n g

16 T h e s e  s e v e n  j u r i s d i c t i o n s  i n c l u d e  M a r y l a n d ,  M i s s i s s i p p i ,
M o n t a n a ,  N o r t h  D a k o t a ,  O k l a h o m a ,  P u e r t o  Rico, a n d  W e s t  V i r g i n i a .

17 A l a s k a  B o a r d  o f A c c o u n t a n c y  r e g u l a t i o n s  d e f i n e  an a c c o u n t i n g  
m a j o r  as 24 s e m e s t e r  h o u r s  of  a c c o u n t i n g  c o u r s e s ,  3 s e m e s t e r  h o u r s  of  
b u s i n e s s  law, 3 s e m e s t e r  iiours of e c o n o m i c s ,  an d  3 s e m e s t e r  h o u r s  of 
e i t h e r  s t a t i s t i c s ,  c o m p u t e r  s c i e n c e ,  or a l g e b r a .  (Sec 12 A A C  04 . 1 8 5 )



u n d e r  t h e  d i r e c t  s u p e r v i s i o n  o f  a C P A  c o u n t s  f o r  o n e  a n d  o n e - t h i r d  

e x p e r i e n c e  p o i n t s ;  o n e  y e a r  e x p e r i e n c e  w o r k i n g  as an a c c o u n t a n t  n o t  

u n d e r  th e  d i r e c t  s u p e r v i s i o n  o f  a C P A  c o u n t s  as o n e  p o i n t .

T h e  £50 h o u r s  p e r f o r m i n g  th e  a t t e s t  f u n c t i o n  m u s t  i n c l u d e  50 

h o u r s  e x p e r i e n c e  in p l a n n i n g  a u d i t  p r o g r a m s  a n d  150 h o u r s  e x p e r i e n c e  

in t h e  a n a l y s i s ,  r e v i e w ,  o r p r e p a r a t i o n  of  a u d i t e d  or u n a u d i t e d  

f i n a n c i a l  s t a t e m e n t s .  T h e s e  a t t e s t  f u n c t i o n  h o u r s  h a v e  g e n e r a l l y  

b e e n  i n t e r p r e t e d  so t h a t  o n l y  e m p l o y m e n t  in p u b l i c  a c c o u n t i n g  a n d  

s o m e  t y p e s  of  g o v e r n m e n t a l  a c c o u n t i n g  h a s  q u a l i f i e d .  A l t h o u g h  

i n d i v i d u a l s  c a n  a c c u m u l a t e  t h e  f o u r  e x pe ri f ;e p o i n t s  w i t h  t h r e e  

y e a r s  o f p r i v a t e  a c c o u n t i n g  e x p e r i e n c e ,  p r i v a t e  a c c o u n t a n t s  h a v e  

g e n e r a l l y  n o t  b e e n  a b l e  to a c c u m u l a t e  t h e  r e q u i r e d  050 a t t e s t  

f u n c t i o n  h o u r s .

O p p o n e n t s  to A l a s k a ' s  c u r r e n t  l a w  a r e  p r i n c i p a l l y  t h o s e  

i n d i v i d u a l s  w h o  w o r k  in p r i v a t e  a c c o u n t i n g  a n d  h a v e  a c c u m u l a t e d  or 

w i l l  a c c u m u l a t e  t h e  r e q u i r e d  f o u r  e x p e r i e n c e  p o i n t s .  T h e s e  

i n d i v i d u a l s  a r e  u n a b l e ,  h o w e v e r ,  to a c c u m u l a t e  th e a t t e s t  f u n c t i o n  

h o u r s .  S o m e  of t h e s e  i n d i v i d u a l s  h a v e  m o v e d  to A l a s k a  f r o m  o t h e r  

s t a t e s  w h e r e  th e p u b l i c  a c c o u n t i n g  e x p e r i e n c e  r e q u i r e m e n t  ha s b e e n  

e l i m i n a t e d .  S o m e  w e r e  l i c e n s e d  as C P A ' s  in t h e i r  p r e v i o u s  l o c a t i o n s  

b u t  t h e y  a r e  u n a b l e  to o b t a i n  r e c i p r o c a l  A l a s k a  c e r t i f i c a t i o n  b e c a u s e  

t h e i r  e x p e r i e n c e  d o e s  n o t  q u a l i f y  u n d e r  A l a s k a  r e g u l a t i o n .

T h e  p r o p o s e d  l e g i s l a t i o n  in A l a s k a  w o u l d  e s t a b l i s h  an I l l i n o i s  

P l a n  t w o - t i e r  c e r t i f i c a t i o n  s y s t e m .  T h e  C P A  c e r t i f i c a t e  w o u l d  be 

g r a n t e d  to an i n d i v i d u a l  w h o  h a d  f u l f i l l e d  the  e d u c a t i o n  r e q u i r e m e n t



c.;id s u c c e s s f u l l y  p a s s e d  t h e  U n i f o r m  C P A  E x a m i n a t i o n  a n d  t h e  e t h i c s  

e x a m . 18 No e x p e r i e n c e  w o u l d  be r e q u i r e d ;  h o w e v e r ,  c e r t i f i c a t i o n  

w o u l d  n o t  l i c e n  = an  i n d i v i d u a l  to p r a c t i c e  p u b l i c  a c c o u n t i n g .

S e c t i o n  0 8 . 0 4 . 3 7 5  of  the  p r o p o s e d  l e g i s l a t i o n  s t a t e s  t h a t  "a b i e n n i a l  

p e r m i t  to p r a c t i c e  p u b l i c  a c c o u n t i n g  in t h i s  s t a t e  s h a l l  b e  i s s u e d  b y  

the  B o a r d  to a C P A  w i t h  p u b l i c  a c c o u n t i n g  e x p e r i e n c e  t h a t  m e e t s  

r e q u i r e m e n t s  e s t a b l i s h e d  by  r e g u l a t i o n s  o f  t h e  B o a r d  or  o t h e r  

e x p e r i e n c e  t h a t  t h e  B o a r d  d e t e r m i n e s  to be s u b s t a n t i a l l y  e q u i v a l e n t . "  

P r e s u m a b l y ,  t h i s  e x p e r i e n c e  r e q u i r e m e n t  w o u l d  b e s u b s t a n t i a l l y  

s i m i l a r  to t h e  c u r r e n t  r e q u i r e m e n t  w h i c h  i n c l u d e s  t h e  850 a t t e s t  

f u n c t i o n  h o u r s .

D i s c u s s i o n  of T w o  T i e r  S y s t e m s

T h e  t w o  t i e r  s y s t e m  s i d e s t e p s  t h e  i s s u e  of the  v a l u e  o f 

e x p e r i e n c e  as a q u a l i f y i n g  c e r t i f i c a t i o n  c r i t e r i a .  S i n c e  t h e  T i e r  I 

c e r t i f i c a t e  w o u l d  n o t  a l l o w  an i n d i v i d u a l  to p r a c t i c e  p u b l i c  

a c c o u n t i n g ,  t h e  q u e s t i o n  o f  the v a l u e  of  e x p e r i e n c e  in the  

d e v e l o p m e n t  of p u b l i c  a c c o u n t i n g  p r o f i c i e n c y  is n o t  r e l e v a n t .  T h e

18 T h e  p r o p o s e d  l a w  a l s o  r e q u i r e s  t h a t  the a p p l i c a n t  be a p e r s o n  
of g o o d  c h a r a c t e r .  S o m e  s t a t e s  h a v e  e l i m i n a t e d  a n y  c h a r a c t e r  
r e q u i r e m e n t  b e c a u s e  of p r o b l e m s  of i n t e r p r e t a t i o n .  T h e  j o i n t  
A I C P A / N A S B A  d r a f t  m o d e l  b i l l  r e t a i n s  the g o o d  c h a r a c t e r  r e q u i r e m e n t  
b u t  d e f i n e s  it p r e c i s e l y  to a s s u r e  th a t the r e q u i r e m e n t  w i l l  be 
n a r r o w l y  a n d  p r e c i s e l y  c o n s t r u e d ,  a v o i d i n g  p r o b l e m s  of  b o t h  v a g u e n e s s  
a n d  o v e r b r e a d t h . "  S e c t i o n  5(b) of the j o i n t  m o d e l  b i l l  re ad s , " G o o d  
c h a r a c t e r  for p u r p o s e s  o f  t h i s  S e c t i o n  m e a n s  la ck  of a h i s t o r y  o f 
d i s h o n e s t  or f e l o n i o u s  a c t s .  T h e  B o a r d  m a y  r e f u s e  to g r a n t  a 
c e r t i f i c a t e  on the g r o u n d  of f a i l u r e  to s a t i s f y  t h i s  r e q u i r e m e n t  o n l y  
if t h e r e  is a s u b s t a n t i a l  c o n n e c t i o n  b e t w e e n  the l a c k  o f  g o o d  
c h a r a c t e r  of t h e  a p p l i c a n t  a n d  the  p r o f e s s i o n a l  r e s p o n s i b i l i t i e s  of  a 
l i c e n s e e ,  a n d  if the  f i n d i n g  by  the  B o a r d  of lack  of  g o o d  c h a r a c t e r  
is s u p p o r t e d  b y c l e a r  a n d  c o n v i n c i n g  e v i d e n c e .  W h e n  an a p p l i c a n t  is 
f o u n d  to be u n q u a l i f i e d  for a c e r t i f i c a t e  b e c a u s e  o f  a la ck  o f  g o o d  
c h a r a c t e r ,  th e B o a r d  s h a l l  f u r n i s h  th e a p p l i c a n t  a s t a t e m e n t  
c o n t a i n i n g  the f i n d i n g s  of the Bo a r d ,  a c o m p l e t e  r e c o r d  of th e 
e v i d e n c e  u p o n  w h i c h  the d e t e r m i n a t i o n  w a s  b a s e d ,  a n d a n o t i c e  o f  the 
a p p l i c a n t ' s  rigiit of a p p e a l . "



v a l u e  o f  e x p e r i e n c e  r e m a i n s  a r e l e v a n t  q u e s t i o n  o n l y  w i t h  r e g a r d  to 

the T i e r  II l i c e n s e .  B y  e s t a b l i s h i n g  ar. e x p e r i e n c e  r e q u i r e m e n t  for 

the p e r m i t  to p r a c t i c e ,  t w o - t i e r  l e g i s l a t i o n  a c c e p t s  t h e  v i e w  t h a t  

e x p e r i e n c e  is a n e c e s s a r y  i n g r e d i e n t  in t h e d e v e l o p m e n t  o f  p u b l i c  

a c c o u n t i n g  p r o f i c i e n c y .  T h i s  v i e w  is in a c c o r d  w i t h  t h e  N A S B A  

p o s i t i o n  o n  a M o d e l  P u b l i c  A c c o u n t a n c y  B i l l .  D u r i n g  t h e  p a s t  s e v e r a l  

y e a r s  t h e  p u b l i c  a c c o u n t i n g  p r o f e s s i o n  h a s  b e e n  r e p e a t e d l y  a t t a c k e d  

w i t h  a l l e g a t i o n s  of  s u b s t a n d a r d  w o r k  p e r f o r m a n c e .19 N A S B A ' s  p o l i c y  

is t h a t  a n  e x p e r i e n c e  r e q u i r e m e n t  is a n e c e s s a r y  p a r t  o f a t r i a d  o f 

r e g u l a t i o n s  i n c l u d i n g  r e q u i r e d  c o n t i n u i n g  e d u c a t i o n ,  p o s i t i v e  

e n f o r c e m e n t ,  a n d  e x p e r i e n c e  to c o m b a t  s u b s t a n d a r d  p e r f o r m a n c e . 20 

H o w e v e r ,  a T i e r  I c e r t i f i c a t e  h o l d e r  d o e s  n o t  e n g a g e  in p u b l i c  

a c c o u n t i n g  s e r v i c e s ,  so t h e  q u e s t i o n  of s u b s t a n d a r d  p u b l i c  

p e r f o r m a n c e  is n o t  r e l e v a n t  f o r the C P A  n o t  in p u b l i c  p r a c t i c e .

19 S e e  f o r  e x a m p l e ,  T h e  A c c o u n t i n g  E s t a b l i s h m e n t  b y  the  s t a f f  of 
t h e  S u b c o m m i t t e e  o n  R e p o r t s ,  A c c o u n t i n g  a n d  M a n a g e m e n t  of  t h e  
C o m m i t t e e  o n  G o v e r n m e n t a l  A f f a i r s  o f  the U n i t e d  S t a t e s  S e n a t e ,  1976 
( c o m m o n l y  r e f e r r e d  to a s  t h e  M e t c a l f  R e p o r t )  a n d  T h e  C o m m i s s i o n  on 

AiLd.i.toxs1 R e s p o n s i b i l i t i e s :  R e p o r t ,  C o n c l u s i o n s  an d  R e c o m m e n d a t i o n s , 
A I C P A ,  1 9 7 8  ( c o m m o n l y  r e f e r r e d  to a s  t h e  C o h e n  C o m m i s s i o n  R e p o r t ) .

20 R e g u l a t o r s  h a v e  r e c o g n i z e d  t h a t  th e p r o l i f e r a t i o n  of  t e c h n i c a l  
a u t h o r i t a t i v e  s t a n d a r d s  r e q u i r e s  c o n t i n u i n g  e f f o r t  b y  C P A s  to s t a y  
a b r e a s t  of  c u r r e n t  a u t h o r i t a t i v e  d e v e l o p m e n t s .  44 j u r i s d i c t i o n s  
( i n c l u d i n g  A l a s k a  u n d e r  b o t h  th e  c u r r e n t  a n d  p r o p o s e d  s t a t u e s )  h a v e  
m a n d a t o r y  c o n t i n u i n g  p r o f e s s i o n a l  e d u c a t i o n  r e q u i r e m e n t s .  T h e  A I C P A  
as  w e l l  a s N A S B A  e n d o r s e s  s u c h  r e q u i r e m e n t s .  N A S B A  a l s o  e n d o r s e s  
p o s i t i v e  e n f o r c e m e n t  p r o g r a m s  to m o n i t o r  c o m p l i a n c e  of  p r a c t i c i n g  
C P A s  w i t h  G A A P  :nd G A A S .  U n d e r  s u c h  a p r o g r a m  a B o a r d  of 
A c c o u n t a n c '’" m a y  r e v i e w  th e p u b l i c a l l y  a v a i l a b l e  p r o f e s s i o n a l  w o r k  o f 
l i c e n s e e s  on a g e n e r a l  a n d  r a n d o m  b a s i s ,  w i t h o u t  a n y  r e q u i r e m e n t  of  a 
f o r m a l  c o m p l a i n t  or s u s p i c i o n  of  i m p r o p r i e t y  on  the p a r t  o f  a n y  
p a r t i c u l a r  l i c e n s e e . "  ( J o i n t  d r a f t  m o d e l  b i l l  q u o t e d )  In t he  j o i n t  
M o d e l  B i l l  the  p o s i t i v e  e n f o r c e m e n t  p r o v i s i o n  is s h o w n  as o p t i o n a l  
b e c a u s e  of  a d i f f e r e n c e  in th e 1 g i s l a t i v e  p o l i c i e s  of  N A S B A  ( w h i c h  
f a v o r s  it) a n d  of the A I C P A  ( w h i c h  h a s  ■><" for&iul p o li cy ) . S o m e  
p r a c t i t i o n e r s  of p u b l i c  a c c o u n t i n g  a r e  c o n c e r n e d  a b o u t  t h e  e x c e s s i v e  
i n t r u s i v e n e s s  of  s u c h  a p r o g r a m .  S u c h  p r o g r a m s  c u r r e n t l y  e x i s t  in 
o n l y  a few s t a t e s ,  bu t in F l o r i d a  a n d  L o u i s i a n a  s u c h  p r o g r a m s  a r e  
c o n s i d e r e d  v e r y  e f f e c t i v e  in f e r r e t i n g  o u t  s u b s t a n d a r d  w o r k .  T h e  
A l a s k a  s t a t u t e  d o e s  no t  p r o v i d e  for s u c h  a p r o g r a m  n o r  is s u c h  a 
p r o g r a m  i n c l u d e d  in S e n a t e  B i l l  31P.



If, h o w e v e r ,  th e  g e n e r a l  p u b l i c  is n o t  c o n c e r n e d  w i t h  t h e  

p e r f o r m a n c e  a n d  p r o f i c i e n c y  of  a T i e r  I CPA,  o n e  m u s t  q u e s t i o n  h o w  

t h e  p u b l i c  i n t e r e s t  is b e n e f i t t e d  from, t h e  c e r t i f i c a t i o n  of s u c h  

p r i v a t e  a c c o u n t a n t s .  T h e  p u b l i c  i n t e r e s t  r a t i o n a l e  f o r  c e r t i f i c a t i o n  

a n d  r e g u l a t i o n  h i n g e s  o n  t n e  p u b l i c ' s  a b i l i t y  to a s s u m e  a l e v e l  of  

t e c h n i c a l  k n o w l e d g e  a n d  p r o f i c i e n c y  in i n d i v i d u a l  p u b l i c  

a c c o u n t a n t s .  W h y  s h o u l d  g o v e r n m e n t  e x p e n d  a n y  e f f o r t  in c e r t i f y i n g  

a c c o u n t a n t s  w h o  a r e  n o t  in p u b l i c  p r a c t i c e ?  W h a t  is t h e  r a t i o n a l e  

fo r  g o v e r n m e n t  c e r t i f i c a t i o n  o f  p r i v a t e  a c c o u n t a n t s ?

T h e r e  is a s e l f  i n t e r e s t  a r g u m e n t  t h a t  c a n  be m a d e  f o r  the  

c e r t i f i c a t i o n  o f  p r i v a t e  a c c o u n t a n t s .  T h e  C P A  c e r t i f i c a t e  i n o u r  

s o c i e t y  g r a n t s  to an i n d i v i d u a l  m u c h  m o r e  t h a n  t h e r i g h t  to p r a c t i c e  

p u b l i c  a c c o u n t i n g .  O n e  m i g h t  a r g u e  t h a t  th e  C P A  d e s i g n a t e s  a n 

i n d i v i d u a l  as a p r o f e s s i o n a l  a c c o u n t a n t  a n d  n ot  s i m p l y  as a 

p r o f e s s i o n a l  p u b l i c  a c c o u n t a n t .  S o m e  i n d i v i d u a l s  u n d o u b t e d l y  b e l i e v e  

C P A  s t a n d s  f o r  c e r t i f i e d  p r o f e s s i o n a l  r a t h e r  t h a n  p u b l i c  a c c o u n t a n t .  

If t h i s  is t ru e, th e p r i v a t e  a c c o u n t a n t  is b e i n g  d e n i e d  t h e  s t a t u s  

a n d  p r e s t i g e  of  a p r o f e s s i o n a l .  C e r t a i n l y  p r i v a t e  a c c o u n t a n t s ,  w h o  

m u s t  p o s s e s s  a i e v e l  o f t e c h n i c a l  c o m p e t e n c e  on  par  w i t h  p u b l i c  

a c c o u n t a n t s ,  a r e  d e s e r v i n g  of  p r o f e s s i o n a l  r e c o g n i t i o n .  A t i e r  I C P A  

c e r t i f i c a t e  fo r  i n d i v i d u a l s  w h o  h a v e  q u a l i f i e d  u n d e r  e d u c a t i o n  a n d  

e x a m i n a t i o n  r e q u i r e m e n t s  w o u l d  g r a n t  s t a t u s  a n d  p r e s t i g e  as 

p r o f e s s i o n a l  a c c o u n t a n t s .

P r i v a t e  o r g a n i z a t i o n s  h a v e  a t t e m p t e d  to g r a n t  s u c h  s t a t u s  

t h r o u g h  a d o p t i o n  of s u c h  t i t l e s  as C e r t i f i e d  M a n a g e m e n t  A c c o u n t a n t  

(C M A ) a n d  C e r t i f i e d  I n t e r n a l  A u d i t o r  (CIA). H o w e v e r ,  t h e s e  t i t l e s



w h i c h  a r e  g r a n t e d  o n l y  a f t e r  m e e t i n g  e d u c a t i o n  a n d  e x a m  r e q u i r e m e n t s  

a r g u a b l y  as s t r e n u o u s  as for the  C P A , "  m a y  n e t  be p e r c e i v e d  as 

p r o f e s s i o n a l l y  e q u i v a l e n t  to C P A  o y  t h e  g e n e r a l  p u b l i c .  If o n e  a s k s  

a n o n - a c c o u n t a n t  w h a t  a C M A  or CIA. d e s i g n a t e s ,  the r e s p o n s e  is l i k e l y  

to be  a b l a n k  e x p r e s s i o n  or a r e f e r e n c e  to t h e  C e n t r a l  I n t e l l i g e n c e  

A g e n c y .  T h a t  s a m e  i n d i v i d u a l  w o u l d  p r o b a b l y  s a y  t h a t  t h e  C P A  

d e s i g n a t e s  a p r o f e s s i o n a l  a c c o u n t a n t .  Is it f a i r  to d e n y  to 

i n d i v i d u a l s  in p r i v a t e  a c c o u n t i n g  t h e  t i t l e  t h a t  the  p u b l i c  e q u a t e s  

w i t h  a p r o f e s s i o n a l  a c c o u n t a n t ?  T h i s  q u e s t i o n  is e s p e c i a l l y  r e l e v a n t  

w h e n  o n e  r e a l i z e s  t h a t  t h e  t i t l e  C P A  w a s  o r i g i n a l l y  g r a n t e d  a s a 

r e s u l t  o f  t h e  s e l f - i n t e r e s t  p o l i t i c a l  p r e s s u r e  of p u b l i c  a c c o u n t a n t s  

r a t h e r  t h a n  a s  a r e s u l t  o f  a g e n e r a l  p u b l i c  p r e s s u r i n g  for  

p r o t e c t i o n .  I s n ' t  th e s e l f  i n t e r e s t  a r g u m e n t  of the p r i v a t e  

a c c o u n t a n t  j u s t  as  v a l i d  as  t h e  s e l f - i n t e r e s t  a r g u m e n t  o f  t h e  p u b l i c  

a c c o u n t a n t ?

21 T h e  C M A  e x a m  is s p o n s o r e d  by  t h e  N a t i o n a l  A s s o c i a t i o n  of 
A c c o u n t a n t s  a n d  w a s  f i r s t  a d m i n i s t e r e d  in 1 9 7 2 .  T h e  17 1/2  h o u r  e x a m  
i n c l u d e s  f i v e  3 1/2 ho u r s e c t i o n s ;  (1) E c o n o m i c s  a n d  B u s i n e s s  
F i n a n c e ,  (2) O r g a n i z a t i o n  a n d  B e h a v i o r  I n c l u d i n g  E t h i c a l  
C o n s i d e r a t i o n s ,  (3) P u b l i c  R e p o r t i n g  S t a n d a r d s ,  A u d i t i n g ,  a n d  T a x e s ,  
(4) P e r i o d i c  R e p o r t i n g  fo r I n t e r n a l  a n d  E x t e r n a l  P u r p o s e s ,  a n d (5) 
D e c i s i o n  A n a l y s i s ,  I n c l u d i n g  M o d e l i n g  a n d  I n f o r m a t i o n  S y s t e m s .  T w o  
y e a r s  o f  m a n a g e m e n t  a c c o u n t i n g  w o r k  e x p e r i e n c e  m u s t  b e c o m p l e t e d  a n d  
s u c c e s s f u l  p a s s i n g  of the e x a m  is r e q u i r e d  to a t t a i n  the C M A  
d e s i g n a t i o n .

T h e  C I A  e x a m  is s p o n s o r e d  by  t h e  I n s t i t u t e  of I n t e r n a l  A u d i t o r s  
a n d  w a s  f i r s t  a d m i n i s t e r e d  in 1974. T h e  12 h o u r  e x a m  i n c l u d e s  f o u r  3 
h o u r  s e c t i o n s ;  (1) P r i n c i p l e s  o f  I n t e r n a l  A u d i t i n g ,  (2) I n t e r n a l  
A u d i t  T e c h n i q u e s ,  (3) P r i n c i p l e s  of M a n a g e m e n t ,  an d  (4) D i s c i p l i n e s  
R e l a t e d  to I n t e r n a l  A u d i t i n g .  T w o  y e a r s  of  i n t e r n a l  a u d i t  e x p e r i e n c e  
m u s t  b e c o m p l e t e d  a n d  s u c c e s s f u l  p a s s i n g  of th e e x a m  is r e q u i r e d  to 
a t t a i n  t h e  C I A  d e s i g n a t i o n .

In a d d i t i o n  to th e e x a m  a n d  e x p e r i e n c e  r e q u i r e m e n t s ,  b o t h  the 
C M A  a n d  C I A  c e r t i f i c a t e s  a l s o  r e q u i r e  a b a c c a l a u r e a t e  e d u c a t i o n .

T h e r e  a r e  s e v e r a l  o t h e r  p r o f e s s i o n a l  a c c o u n t i n g  d e s i g n a t i o n s  
i n c l u d i n g  C B A  ( C h a r t e r e d  B a n k  A u d i t o r ,  C D P  ( C e r t i f i c a t e  in D a t a  
P r o c e s s i n g ) , E n r o l l e d  A g e n t  (one e n r o l l e d  to p r a c t i c e  b e f o r e  the  
I R S ) , C F A  ( C h a r t e r e d  F . n a n c i a l  A n a l y s t ) , a n d  C I S A  ( C e r t i f i e d  
I n f o r m a t i o n  S y s t e m s  A u d i t o r ) . Se e  "An E v a l u a t i o n  of P r o f e s s i o n a l  
C e r t i f i c a t i o n  P r o g r a m s  in A c c o u t i n g "  b y  J. G u y  a n d  L. K i s t l e r  in t h e  
S e p t e m b e r  1 9 7 5  J o u r n al of  A c c o u n t a n c y  for a d d i t i o n a l  d i s c u s s i o n  of 
t h e s e  p r o g r a m s .



T h o u g h  s e l f - i n t e r e s t  m i g h t  h a v e  b e e n  t h e  o r i g i n a l  i m p e t u s  f o r  

p u b l i c  a c c o u n t a n c y  laws, t h e r e  d o e s  c u r r e n t l y  a p p e a r  to be  a 

c o n c e n s u s  t h a t  th e p u b l i c  i n t e r e s t  is s e r v e d  t h r c u j h  s u c h  l aw s.

S t a t e  A c c o u n t a n c y  H o a r d s  in s e v e r a l  s t a t e s  h a v e  b e e n  s u b j e c t e d  to 

s u n s e t  r e v i e w s  in r e c e n t  y e a r s  a n a  no s t a t e  h a s  e l i m i n a t e d  it s p u b l i c  

a c c o u n t a n c y  s t a t u t e .  As  th e  b o d y  of  a c c o u n t i n g  an d  a u d i t i n g  

k n o w l e d g e  h a s  e x p a n d e d  a n d  as  t h e  a c c o u n t i n g  p r o f e s s i o n  h a s  b e e n  

a t t a c k e d  fo r a l l e g e d  s u b s t a n d a r d  p e r f o r m a n c e ,  r e g u l a t i o n  of  t h e  

p u b l i c  a c c o u n t a n c y  p r o f e s s i o n  d o e s  a p p e a r  to be a v a l i d  p u b l i c  

i n t e r e s t .  T h e r e f o r e ,  th e e f f e c t  o f  a t w o - t i e r  c e r t i f i c a t i o n  s y s t e m  

on t h e  r e g u l a t i o n  p r o c e s s  p r o t e c t i n g  t h a t  p u b l i c  i n t e r e s t  m u s t  b e 

c o n s i d e r e d .  U n d e r  a t w o - t i e r  s y s t e m  t h e r e  e x i s t  tw o  d i f f e r e n t  g r o u p s  

of  a c c o u n t a n t s  w h o  p o s s e s s  e x a c t l y  th e s a m e  ti tl e,  b u t  w h o  a r e  n o t  

e l i g i b l e  to e n g a g e  in th e s a m e  a c c o u n t i n g  s e r v i c e s .  T h e  r e s u l t  m a y  

be th e  s u b s t i t u t i o n  o f  o n e  r e g u l a t i o n  i m p l e m e n t a t i o n  p r o b l e m  for 

a n o t h e r .

U n d e r  a t w o - t i e r  s y s t e m  the p r o b l e m  of  f a i r  i m p l e m e n t a t i o n  of  

t h e e x p e r i e n c e  r e q u i r e m e n t  w o u l d  b e e l i m i n a t e d  i n s o f a r  as t i e r  I 

c e r t i f i c a t i o n  is c o n c e r n e d .  H o w e v e r ,  u n d e r  the t w o - t i e r  s y s t e m s ,  

S t a t e  B o a r d s  h a v e  a n e w  p r o b l e m  i n s u r i n g  t h a t  tic:L I l i c e n s e e s  do  n o t  

e n g a g e  in s e r v i c e s  r e s t r i c t e d  to ti e r II l i c e n s e e s .  W h e n  C o n n e c t i c u t  

r e p e a l e d  it s t w o - t i e r  s y s t e m  in 19 03, this p r o b l e m  w a s  c i t e d  as a 

r e a s o n  for t h e  r e p e a l  m o v e m e n t .  In a M a r c h  17, 1983 l e g i s l a t i v e  

h e a r i n g  o n t he  r e p e a l  b i l l,  G e o r g e  V i e l y ,  P r e s i d e n t  o f the 

C o n n e c t i c u t  S o c i e t y  of C P A ' s  s t a t e d ,  "t he  c o n f u s i o n  a n d  d i f f i c u l t i e s  

of  p o l i c i n g  the  p r e s e n t  s y s t e m  h a v e  c o n v i n c e d  tlie B o a r d  of 

A c c o u n t a n c y  to c h a n g e  b a c k  to the s i n g l e  t i e r  s y s t e m  w h e r e b y  th e 

g r a n t i n g  of a c e r t i f i c a t e  an d  the l i c e n s i n g  to p r a c t i c e  use  the  s a m e



c r i t e r i a . " O t h e r  t w o - t i e r  s t a t e s  h a v e  s u g g e s t e d  s i m i l a r  p o l i c i n g  

p r o b l e m s .  T w o - t i e r  c e r t i f i c a t i o n  w a s  b r i e f l y  d i s c u s s e d  at  a J a n u a r y  

1934 * o i n t  A I C P . v  M A S B A  m e e t i n g  a n d  r e p r e s e n t a t i v e s  o f  t w o - t i e r  

s t a t e s ,  n o t a b l y  M i s s o u r i ,  v o i c e d  t h i s  ir.ple m e n t a t i o n  c o n c e r n .

A n o t h e r  c r i t i c i s m  of  th e t w o - t i e r  s y s t e m  is t he  a l l e g e d  

c o n f u s i o n  of  t h e  g e n e r a l  p u b l i c .  B e r n a r d  B l u m,  c h a i r m a n  of  th e  

C o n n e c t i c u t  S t a t e  B o a r d  of A c c o u n t a n c y ,  s t a t e d  in t h e  s a m e  M a r c h  17, 

1983 r e p e a l  h e a r i n g ,  " t h e  p u b l i c  is c o n f u s e d  w h e n  t h e y  se e  a 

c e r t i f i c a t e  t h a t  s a y s  C e r t i f i e d  P u b l i c  A c c o u n t a n t  a n d  t he  p e r s o n  is 

not  l i c e n s e d  to p r a c t i c e . "  T h i s  c o n c e r n ,  h o w e v e r ,  m i g h t  be 

o v e r s t a t i n g  t h e  p u b l i c ' s  l e v e l  of u n d e r s t a n d i n g  r e g a r d i n g  t h e 

d i f f e r e n t  t y p e s  o f  a c c o u n t a n t s  w i t h o u t  a t w o - t i e r  s y s t e m .  K e v i n  

O ' B r i e n ,  an a t t o r n e y  in C o n n e c t i c u t ,  t e s t i f e a  in a M a r c h  10, 1981 

h e a r i n g  in w h i c h  the  C o n n e c t i c u t  l e g i s l a t u r e  w a s  c o n s i d e r i n g  t h e  b i l l  

w h i c h  e s t a b l i s h e d  its t w o - t i e r  s y s t e m ,  "I u n d e r s t a n d  the  p r o b l e m  y o u  

r a i s e d  r e g a r d i n g  h o w  d o e s  t h e  p u b l i c  k n o w  a b o u t  al l  this. I s u b m i t  

that I a s an a t t o r n e y  w h o ' s  b e e n  in b u s i n e s s  for s i x  y e a r s ,  h a v e  s o m e  

p r o b l e m  t e l l i n g  w h ^ t  a c c o u n t a n t s  a r e  now.  I h a v e  a g o o d  f r i e n d  w h o ' s  

a p u b l i c  a c c o u n t a n t .  W e l l ,  I d i d n ' t  k n o w  for  y e a r s  t h a t  he  w a s n ' t  a 

c e r t i f i e d  p u b l i c  a c c o u n t a n t .  A n d  he  d o e s  m y  ta xe s.  I d o n ' t  k n o w  

w h a t  the d i f f e r e n c e  is. A n d  I s u b m i t  th at  o n e  m o r e  l e v e l  i s n ' t  g o i n g  

to h u r t  p e o p l e  too  m u c h . "

C o n c l u s i o n

T h i s  p a p e r  h a s  a t t e m p t e d  to e x a m i n e  th e  q u a l i f i c a t i o n s  c r i t e r i a  

for c e r t i f i c a t i o n  of a c c o u n t a n t s .  G o o d  a r g u m e n t s  can be m a d e  for a n d  

a g a i n s t  a n y  e x p e r i e n c e  r e q u i r e m e n t  a n d  for a n d  a g a i n s t  t h e  t w o - t i e r  

c e r t i f i c a t i o n  s y s t e m  p r o p o s e d  ir. S e n a t e  Bi l l 318. T h i s  s e c t i o n  of 

the p a p e r  e x p r e s s e s  t h e o p i n i c n s  of the a u t h o r .  T h e  r e a d e r  s h o u l d  be



a w a r e  t h a t  t h o s e  o p i n i o n s  a r e  c l o u d e d  b y  th e  p e r s p e c t i v e  a n d  

s e l f - i n t e r e s t  o f  c n e  w h o  is c e r t i f i e d  in A l a s k a ,  w h o  d i d  w o r k  in 

p u b l i c  a c c o u n t i n g  to m e e t  t h e  e x p e r i e n c e  r e q u i r e m e n t ,  a n d  w h o  has 

s p e n t  t h e  l a s t  t e n  y e a r s  t e a c h i n g  a c c o u n t i n g  in A l a s k a .  T h e  r e a d e r  

s h o u l d  a l s o  be c a u t i o n e d  t h a t  th e  o p i n i o n s  e x p r e s s e d  a r e  s o l e l y  t h o s e  

o f  t h e  a u t h o r  a n d  do n o t  r e p r e s e n t  t h e  p o s i t i o n  o f  t h e  U n i v e r s i t y  of  

A l a s k a - F a i r b a n k s  or its A c c o u n t i n g  F a c u l t y .

E x p e r i e n c e  in p u b l i c  a c c o u n t i n g  is n e c e s s a r y  b e f o r e  an  

i n d i v i d u a l  b e c o m e s  p r o f i c i e n t  e n o u g h  in a c c o u n t i n g  to i n d i v i d u a l l y  

p r a c t i c e  p u b l i c  a c c o u n t i n g .  S t u d e n t s ,  u p o n  g r a d u a t i o n ,  g e n e r a l l y  a r e  

w e l l  v e r s e d  in t h e  t h e o r y  o f  a c c o u n t i n g  a n d  a u d i t i n g .  O f t e n  t h e 

c l a s s r o o m  c a n  p r e p a r e  an i n d i v i d u a l  to p a s s  t h e C P A  e x a m ,  b u t  th e 

c l a s s r o o m  d o e s n ' t  d e v e l o p  t h e  p r o f e s s i o n a l  j u d g m e n t  a n d  p r o f i c i e n c y  

t h a t  th e p u b l i c  s h o u l d  e x p e c t  o f  a CPA. M a n y  s t u d e n t s  u p o n  

g r a d u a t i o n  h a v e  n e v e r  e x p e r i e n c e d  a real a c c o u n t i n g  s y s t e m .  W h i l e  

t h e  f i r s t  y e a r s  of  e m p l o y m e n t  in p u b l i c  a c c o u n t i n g  m a y  be  d e v o t e d  to 

f a i r l y  r o u t i n e  a c c o u n t i n g  a n d  a u d i t i n g  w o r k ,  t h o s e  y e a r s  e x p o s e  th e  

r e c e n t  h i r e  to l i v e  a c c o u n t i n g  s y s t e m s .  A d d i t i o n a l l y ,  w h i l e  t h e  

r e c e n t  h i r e  m a y  not be e x e r c i s i n g  a n y  a d m i n i s t r a t i v e  c o n t r o l  o v e r  

c l i e n t  e n g a g e m e n t s ,  he is l e a r n i n g  a b o u t  the v a r i o u s  f a c t o r s  t h a t  

m u s t  be c o n s i d e r e d  w h e n  he is p l a c e d  in s u c h  a c o n t r o l  p o s i t i o n .  I 

f a v o r  r e t e n t i o n  o f an e x p e r i e n c e  r e q u i r e m e n t  b e f o r e  an i n d i v i d u a l  ir 

c e r t i f i e d  to p r a c t i c e  p u b l i c  a c c o u n t i n g .

I a m  p e r s u a d e d  t h a t  the  C P A  c e r t i f i c a t e  d o e s  r e p r e s e n t  th e  

i n d i e a t o i  of a p r o f e s s i o n a l  a c c o u n t a n t  in o u r  s o c i e t y .  O t h e r  

p r o f e s s i o n a l  d e s i g n a t i o n s  ( s uch  as CMA) s h o u l d  be e q u a l l y  p r e s t i g i o u s  

b u t  at  t h e  p r e s e n t  ti m e t h e y  a r e  not so r e g a r d e d .  It is u n f a i r  to 

d e n y  the s y m b o l  of  a c c o u n t i n g  p r o f e s s i o n a l i s m  to p r i v a t e  a c c o u n t a n t s .



T h e r e f o r e ,  I d o  f a v o r  a t w o - t i e r  s y s t e m  w h i c h  w o u l d  a l l o w  t h e  p r i v a t e  

a c c o u n t a n t  to a t t a i n  th e C P A  d e s i g n a t i o n .  H o w e v e r ,  in m y  o p i n i o n ,  

p r o f e s s i o n a l i s m  of  t h e  p r i v a t e  a c c o u n t a n t  is as d e p e n d e n t  u p o n  

e x p e r i e n c e  as it is for t h e  p u b l i c  a c c o u n t a n t .  No a c c o u n t a n t  s h o u l d  

b e  d e s i g n a t e d  a s  a C P A  w i t h o u t  f i r s t  c o m p l e t i n g  an  e x p e r i e n c e  

r e q u i r e m e n t .

T h e r e f o r e ,  I f a v o r  a t w o - t i e r  s y s t e m ,  b u t  n o t  th e s y s t e m  

p r o p o s e d  in S e n a t e  B i l l  3 1 3 .  T h e  t i e r  I c e r t i f i c a t e  s h o u l d  be 

g r a n t e d  a f t e r  an  e x p e r i e n c e  q u a l i f i c a t i o n  h a s  b e e n  f u l f i l l e d ;  

h o w e v e r ,  t h a t  r e q u i r e m e n t  s h o u l d  be  s i m i l a r  to the T e x a s  

r e q u i r e m e n t .  (S ee  p a g e  1 7) . T h i s  w o u l d  a l l o w  p r i v a t e  a c c o u n t a n t s  in 

A l a s k a  to b e c o m e  c e r t i f i e d ,  b u t  o n l y  a f t e r  two or  t h r e e  y e a r s  of 

a c c o u n t i n g  e x p e r i e n c e  of a n o n - r o u t i n e  n a t u r e  w h i c h  r e q u i r e d  

i n d e p e n d e n t  j u d g m e n t  on  i m p o r t a n t  m a t t e r s .  T h e  t i e r  II l i c e n s e  to 

p r a c t i c e  p u b l i c  a c c o u n t i n g  s h o u l d  b e g r a n t e d  o n l y  a f t e r  two  or t h r e e  

y e a r s  o f p u b l i c  a c c o u n t i n g  e x p e r i e n c e  i n c l u d i n g  s o m e  t i m e  d e v o t e d  to 

a u d i t  p l a n n i n g  a n d  c o n t r o l .  S u c h  a t w o - t i e r  s y s t e m  w o u l d  i n s u r e  t h a t  

t h e  C P A  d e s i g n a t i o n  is o n l y  g r a n t e d  to i n d i v i d u a l s  w h o  h a d  d e v e l o p e d  

th e p r o f e s s i o n a l  j u d g m e n t  t h a t  c o m e s  f r o m  p r a c t i c a l  e x p e r i e n c e  a n d  

w o u l d  i n s u r e  t h a t  p r a c t i c i n g  p u b l i c  a c c o u n t a n t s  w o u l d  h a v e  e x p e r i e n c e  

in p e r f o r m i n g  t h e  r e s t r i c t e d  a c t i v i t i e s  of p u b l i c  a c c o u n t i n g .

A d d i t i o n a l l y ,  I b e l i e v e  a g o o d  c a s e  c a n  be m a l e  for r e q u i r i n g  an 

a p p l i c a n t  w i t h o u t  p u b l i c  a c c o u n t i n g  e x p e r i e n c e  to p a s s  t h e  C M A  o r  C I A  

e x a m .  (Se e f o o t n o t e  21). If th e  g r a n t i n g  of a C P A  c e r t i f i c a t e  to 

p r i v a t e  a c c o u n t a n t s  is to c e r t i f y  a c c o u n t i n g  p r o f e s s i o n a l i s m ,  it is 

r e a s o n a b l e  to e x p e c t  th e a p p l i c a n t  to p o s s e s s  t h e  t e c h n i c a l  k n o w l e d g e  

of  a p r i v a t e  a c c o u n t i n g  p r o f e s s i o n a l .  T h e  Cl'A a n d  C I A  e x a m s  r e q u i r e



T w o  a r e a s  of  s u c h  c o n f l i c t  a r e  t h e  l a c k  o f  a f i v e  y e a r  e d u c a t i o n

• r e q u i r e m e n t  a d v o c a t e d  by b o t h  N A S E A  a n d  t h e  A I C P A  a n d  t h e  l a c k  of a

p o s i t i v e  e n f o r c e m e n t  p r o g r a m ,  a d v o c a t e d  by  1’A S E A  b i t  n o t  by  the  

A I C P A , I w o u l d  p e r s o n a l l y  f a v o r  i n c l u s i o n  o f  a p o s i t i v e  e n f o r c e m e n t  

p r o g r a m  in a n y  r e v i s i o n  to A l a s k a ' s  S t a t u t e .

S e n a t e  B i l l  3 1 8  or  s o m e  s u b s t i t u t e  w o u l d  a f f e c t  e v e r y

p r o f e s s i o n a l  a c c o u n t a n t  in A l a s k a .  T h e  g e n e r a l  p u b l i c  w i l l  be

a f f e c t e d  b y  a n y  c h a n g e  in e x i s t i n g  r e g u l a t i o n s .  T h i s  p a p e r  h a s  

a t t e m p t e d  to d i s c u s s  s o m e  of  th e r e l e v a n t  i s s u e s .  I n t e r e s t e d  p a r t i e s  

a r e  e n c o u r a g e d  to e x p r e s s  t h e i r  o p i n i o n s  a n d  c o n c e r n s  to t h e  

l e g i s l a t u r e .

3 1 -----
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SENATOR
DON GILMAN

Juneau Ph. 
(907)465-4935 
(907)-'65-4529

j \ l a s k a  j & t a t c  ^ l e g i s l a t u r e

j§iate S e n a t e

HOME ADDRESS 
P.O. BOX 630 

KENAI, ALASKA 99611 
(907)283-4182

DURING SESSION 
POUCH V 

JUNEAU, ALASKA 99811

March 9, 198s

MEMORANDUM

To:  S e n a to r  R i c h a r d  E l i a s o n
Chairman, Sena te  Labor  

Si Commerce Commit tee

From: S e n a t o r  Don^Gilman
f-'

Would you p l e a s e  e n t e r  t h e  a t t a c h e d  l e t t e r  as t e s t im o n y  f o r  th e  hear ing  on 
SB 318, ’'An A c t  r e l a t i n g  to  the  p r a c t i c e  o f  p u b l i c  a c c o u n t i n g ;  and p r o v id in g  
f o r  an e f f e c t i v e  da te ."

Thank you .



N a t i o n a l  S o c i e t y  o f  P u b l i c  A c c o u n t a n t s1011) N. Fairfax Sircpf, A lexandria, Virginia 22314 (703) R4(J-R4tJ0

Office ot the Alaska State Director
John E. Baxter 
P O  Box 503 
Horner. Alaska 99603 
(9071 235-8643

Jan. 23, 1?BU

Boa rd  of G o v e r n o r s
P'esioent 
Hugo A. Tomchak
South Bend. Indiana

First Vico President 
nobart Grille
Palls Church, Virginia

Socond Vico President 
Frnnk C. Sanlos. Jr. 
flow Unaford, Massaenusoits

Sociolarv-Treasurrtr 
Vlncont J. McCarthy
St Luuis. Missouri

Governor. District I 
Lorenzo A. Ocllotlnur 
Lewiston. Mamu

Governor. District II 
Jonn A. Hat),ice 
Ljrotmont, New York

Governor. District III 
Jom nh VV Jankowski
■.• ivr>r Spring, Maryland

Governor. Oisinct IV 
J.m es N li. Hnlgroon
iti.MK Mounl.nn, Norm Carolina

Governor, Dislrict V 
Sol P. Povlo 
'■■Okio, Iliinu'S

Gevarnor, Dis'ect VI 
it Ci. "Jerry'' Owrns 
iJirmtngham, Alaoaoia

Govrrrnor. Distncl VII 
George W, Palchon 
Lmcoin, Nebraska

Governor, Dw ncl Vlll 
Thomas O, Harrell, Jr, 
Midland, Toxas

Governor. District IX 
lllchard L. Garlock
Porlljnd, Oirgon

Governor. Dillricl X 
t rank H. Carbon 
G.lb Lake Cily. Utah

Governor, Dislrict XI 
Waller T.Y. Leu
Honolulu. Hawaii

P.1st President 
Loins Mum.in
Virginia tleacn, Virginia

•’ rsl PniMdiinl 
Call C. Perry
'.iibaino. Louisiana

E fcciiliv t! Vicit P resident
*>«/inioy M. Moorman
•Viiu.mufM. Virginia

Senator 3ob Mulcahy 
Pouch V

Juneau, Alaska 99811 

Dear Bob,

Thanx you for your immediate response to our phone conversation of 
January 9, 1988 regarding SB 318.

To bring you up to date an tr why I am optosing portions of SB 318,

Years of experience in accounting 
Included in above experience: 

private industry 
self-employed accountant, all 

within Alaska 
Director-Alaska Society of Independent 

Accountants 
Alaska State Director-National Society of 

Public Accountants 

Accrediated in accounting by Accreditati' n 
Council for Accountants 

Accredited ir. taxation by Accreditation 
Council for Accountants 

Enrolled to practice before the I.R.S.

flow to SB 318 objections:

In Sec. 0 8 .0 J4 . $ 6 0  (pg 17) starting on line 5, line 1? and line 6  on 
page 1.0 , the phrase ",report expressing assurance on - financial statement 

based on a review of the statement, compilation report on a financial 
statement based on a compilation of the report".

Sec. 37 AS 03.0 I4 .620 (7 ) (page 20) starting on line Ifl "(B) review 
a financial .statement and issuo a report expressing assurance on
the statement; or (C) compile a financial .statement and issue a
ccmnilation report on the statement."

Sec. 0v3.0lj.630 (page 20) the phrasti 1 linns 2Ji and 25 and again 
on line 28 that states", or is about to engage,".

Sec. Jj3 AS 08.0Ji.680 (page 23) starting on line lJj, (7 ) (a), (B),
(C), tp) _ the entire section (7).

po3i tion:

25 + years

6 years

17+ years

)i years

IV years

6 4- years

2  + years
19+ years
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N a t i o n a l  S o c i e t y  o f  P u b l i c  A c c o u n t a n t s
1010 N. Fairfax Street, A lexandria . Virginia 22314 (703) 549-0400

Office of the Alaska Stale Director
Jonn E  Baxter 
P.O. Box 503 
Homer. Alaska 99603 
(907) 235-S643

l oard of G o v e r n o r s
■esidonl
uqo A, Tomctiak
ju'.h Oontl. Indiana

r-.t Vico f’rosi'fent 
008rt Grills
ms Chinch. Virginia

•conq Vico Prcsitfenl 
•nnk C. Santos. Jr 
)w Uo-llord. MassJchusaltS

•crot.vy-Tronsuror 
ncont J. McCarthy
Louis, Missouri

ivnrnor, District I 
uonio A. Oollolleur
wiston, Mamo

ivoinor District II 
hn A Haoacs
rcnmonl. New fork

vnrnoi OiSlncf III 
•isoh W. Jankowski
for Spring, Maryland

vnme:. District IV
m ss N.E. Hnlgroon
ich Mountain, North Carolina

vo.nnr District V 
•I P. Povlo
omo. Illinois

vornor. District VI 
j. "Jorry" Ownns 
rninghnrn, Alnli.iina

iviiiniir Dislncl VII 
•orgo W. Pntchnn
icom Nntir.vika

ivnrnor, District VIII 
omn* O. Hnrroll, Jr.
,11.1 rid, Toxas

ivomor Dislncl IX 
:hnrd L. Garlock
'II.WI0, Orogon

vornnr, Dislncl X 
ink H. Carlton 
1 1  ako City, Dl ih

viirnor Dislncl XI 
Itor r.Y. Unu 
lohitu. Hawaii

I f'rnsidiint 
iis b'n inn 
iiniil. ali.li. Virginia

,t Prnsidnnt 
rl C  Perry
i.lino, Louisiana

■ciilivo Vice President
nloy H. Sltarm nn
•andnn. Virginia

The individual, and cumulative, effect of these phrases and sections 

is to:

1. Immediately create a drastic reduction in income, thus creating 
economic hardships.

2. Long term effect is to put myself, and many other independent 
accountants, completely ou of business.

3. Increase the cost of accounting to the small businessman to the 
extent that many would hire semi-skilled, or even unskilled, 
persons to try to keep their b o o k 3 ,  thus creating inaccurate records.

ll. Due to the high costs of accounting it would become extremely 
difficult for small businesses to have financial statements 
prepared, that would he acceptable to financial institutions, 
so that these businesses could acquire working capital, and/or 
capital Improvement, loans.

5. Creates, within Alaska, an absolute monopoly for the C.i .A.'s 
in the accounting industry.

6. In See. Of.0 )4.630 I feel, that the phrase "or is about to engage"
Is strictly a tool for harrassmont of the unlicensed accountant.
To mo it. says that, an unlicensed accountant could be taken to 
court for a "crii'ie" that has not occured.

7. Dec. )i3 Af> 08.OU.680(7) (a), to me, says that since I am not a 
licensed C.I'.A. or P.A, that I have no knowledge or skill in 

accounting. [ very strongly object to this statement as I have, 
and continue to, take educational courses to upgrade the quality 
of the work T do and to stay abreast of the continuing changes 
within the accounting industry.

0. If the changes in this bill are passed, as submitted, many of the 
independent unlicensed accountants will be nut out of business 
or have such reduced income that they will no loneer he able to 
meet their financial commitments..

Most, If not all, unlicensed accountants have made financial 
cofim.1 (.merits for either leaning equipment and offices or purchasing 
equipment and offices, not to mention personal, items suah as 
their home and auto. As you know financial institutions loaned 
these people money to acquire these items based rn the collateral 
of'fer»d and, more importantly, on their ability to repay the 
loans.
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The ability to repay is based primarily on currant financial 
statements and immediate past 2roars financial statements. Now 
the State of Alaska is trying to say that these people can no 
longer maintain, or increase, this lavel of income thus possibly 
causing defaults on their loans or leases. If these defaults 
should occur they, but not the cause, will be on that persons 
financial record thus effecting that persons financial capabilities 
for many years to come.

So my question is this, if the State of Alaska passes SB 318 
as submitted is it willing to payout the ,possibly, millions 
of dollars for the damages it has promulgated?

Bob, any help you can give us in deleting these monopolistic sections 
of SB 318 would be greatly appreciated. If there is anything el3c I can 
do to assist yon in this task please let me know immediately.

Would you, or your staff, please call me, collect, to keep me up to 
date on what is occuring with this bill?

R e s p e c t f u l l y ,

I'-

"John E. (.Jack) B a x t e r  

A l a s k a  S t a t e  D i r e c t o r  M . S . 1’.A.
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S U B J EC T:  P r a c t i c e  o f p u b l i c  a c c o u n t i n g
(D ra ft  S S S B  318)

TO: S e n a t o r  B e t t y e  F a h r e n k a m p

FROM: T a m a r a  B r a n d t  C o o k  , rUj/
D e p u t y  D i r e c t o r  
D i v i s i o n  of  L e g a l  S e r v i c e s

H e r e  is the s e c t i o n  b y  s e c t i o n  a n a l y s i s  tha t y o u  r e q u e s t e d  
f o r th e d r a f t  o f S S S B  318.

S e c t i o n  1 T h e  s e c t i o n  r e q u i r i n g  r e g u 1 a t i o n s  a d o p t e d  and 
p r o c e e d i n g s  h e l d  u n d e r  A S  08 .01  to be ,ione u n d e r  the A d m i n­
i s t r a t i v e  P r o c e d u r e  A c t  is m o d i f i e d  to i n d i c a t e  that o t h e r  
law  m a y  e x e m p t  a p a r t i c u l a r  p r o c e e d i n g .  A S  0 8. 01  a p p l i e s  tc 
the B o a r d  of  P u b l i c  A c c o u n t a n c y  a n d  u n d e r  s e c t i o n  26 of this 
dr af t,  h e a r i n g s  o f  that b o a r d  are no t s u b j e c t  to the APA. 
C o n s e q u e n t l y ,  the c h a n g e  to this s e c t i o n  is n e c e s s a r y .

S e c t i o n  2 T h e  t e r m i n a t i o n  d a t e  fo r t h e  B o a r d  of  Pu bl i c
A c c o u n t a n c y  is e x t e n d e d  to J u n e  30, 1986.

S e c t i o n  3 Six, r a t h e r  than five, m e m b e r s  of the b o a r d  mu st  
b e  c e r t i i i e d  p u b l i c  a c c o u n t a n t s  a n d  f o u r  o f  t h e m  m u s t  ha ve  
p e r m i t s  to p r a c t i c e  u n d e r  A S 08.04. T h e  b o a r d  n o w  has only
o n e  p u b l i c  m e m b e r ,  r a t h e r  tha n two.

S e c t i o n  4 T h e  r e q u i r e m e n t  th a t no b o a r d  m e m b e r  that has 
s e r v e d  two s u c c e s s i v e  c o m p l e t e  t e rm s m a y  be r e a p o i n t e d  unti] 
on e  y e a r  a f t e r  the e x p i r a t i o n  of the las t t e r m  has bee n 
d e l e t e d .

S e c t i o n  5 T h e  r e q u i r e m e n t  that v a c a n c i e s  on the b o a r d  be 
f i l l e d  w i t h i n  60 da ys  is del e te d.  T h e  r e q u i r e m e n t  that a 
m e m b e r  c o n t i n u e s  to s e rv e u n t i l  his s u c c e s s o r  f o r m a l l y  
a d v i s e s  the b o a r d  o f a c c e p t a n c e  of  a p p o i n t m e n t  and a p pe ar s 
at the n e x t  m e e t i n g  is d ele ted .

POUCH y STATE CAPITOt 
JUNEAU ALASKA I 

>0/ -I6S JBUO
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S e c t i o n  6 T h e  b o a r d  is r e q u i r e d  to e l e c t  a c h a i r m a n ,  r a t h e r  
th a n a p r e s i d i n g  of fi ce r . T h e  p r o v i s i o n  t h a t  on e  p e r r o n  
c o u l d  s e r v e  as s e c r e t a r y  and t r e a s u r e r  is d e l e t e d .

S e c t i o n  7 T h e  t ype s of r e g u l a t i o n s  t h a t  m a y  b e  a d o p t e d  by 
the b o a r d  ar e it em i z e d .

S e c t i o n  J} T h e  b o a r d  m u s t  s u b m i t  a n  a n n u a l  r e p o r t  to the 
g o v e r n o r  c o n t a i n i n g  s p e c i f i e d  i n f o r m a t i o n  tha t w i l l  be  m a d e  
a v a i l a b l e  to a n y  p e r s o n  on r e q u e s t .

S e c t i o n  9 A t  l e a s t  90 days b e f o r e  a d o p t i n g  a r e g u l a t i o n ,  
the  b o a r d  m u s t  m a i l  a copy of th e p r o p o s a l  to e a c h  p e r s o n  
c e r t i f i e d  u n d e r  A S  0 8. 04 w i t h  a r e q u e s t  t h a t  a d v i s o r y  c o m­
m e n t s  be  s u b m i t t e d  at least 45 d a y s  b e f o r e  the p r o p o s e d  
e f f e c t i v e  date.

S e c t i o n  10 R e q u i r e m e n t s  for a c e r t i f i c a t e  of  " c e r t i f i e d  
p u b l i c  a c c o u n t a n t "  ar e  set out.

S e c t i o n  11 T h e  b o a r d  m a y  w a i v e  the e d u c a t i o n a l  r e q u i r e m e n t  
tor a c e r t i f i c a t e  if it d e t e r m i n e s  tha t th e e d u c a t i o n a l  
q u a l i f i c a t i o n s  of  the a p p l i c a n t  ar e  a c c e p t a b l e .  T h e  r e a s o n  
fo r a n d  m e t h o d  b y w h i c h  the b o a r d  m a y  r e f u s e  a c e r t i f i c a t e  
for  la c k of g o o d  c h a r a c t e r  are c l a r i f i e d .

S e c t i o n  12 E x a m i n a t i o n s  are to be  h e l d  at l e a s t  t wic e each 
y ea r. R e q u i r e m e n t s  f o r e l i g i b i l i t y  to ta ke  the e x a m i n a t i o n  
a r e  set out.

S e c t i o n  13 T h e  a m o u n t  of an a p p l i c a t i o n  to ta k e an e x ­
a m i n a t i o n  is set by the board, r a t h e r  t h a n  b e i n g  $50.

S e c t i o n  14 A p p l i c a t i o n  for c e r t i f i c a t i o n  by a n o n r e s i d e n t  
c o n s t i t u t e s  the a p p o i n t m e n t  of the l i e u t e n a n t  g o v e r n o r  as 
a g e n t  fo r s e r v i c e  of p ro ce ss  in a n a c t i o n  a r i s i n g  ou t o f  the 
p r a c t i c e  o f p u b l i c  a c c o u n t i n g  in this s t a t e  b y  the n o n r e s i­
dent .

S e c t i o n  15 Q u a l i f i c a t i o n s  for a p e r m i t  to p r a c t i c e  p u b l i c  
a c c o u n t i n g  fo r an  i n d i v i du al , a p a r t n e r s h i p  an d a c o r p­
o r a t i o n  are set out.

S e c t i on 16 A  p e r s o n  w i t h  r c e r t i f i c a t e  f r o m  this or a n o t h e r  
s t a t e  m a y  u s e  the t i tl e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t " ,  e x­
cep t  th at  a p e r s o n  o f f e r i n g  f i n a n c i a l  s e r v i c e s  to the p u b l i c
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m a y  n o t  u s e  the t i t l e  un l es s t h e  p e r s o n  ha s a p e r m i t  to 
p r a c t i c e ,  e v e n  if h e  a c t u a l l y  h a s  a c e r t i f i c a t e .

S e c t i o n  17 A  p e r s o n  w i t h  a c e r t i f i c a t e  b e f o r e  th e e f f e c t i v e  
d a t e  of this A c t  doe s not h a v e  to o b t a i n  a n e w  one.

S e c t i o n  18 A  p a r t n e r s h i p  or c o r p o r a t i o n  e n g a g e d  in pu b li c 
a c c o u n t i n g  m u s t  r e g i s t e r  w i t h  the b o a r d  and m u s t  m e e t  
i t e m i z e d  r e q u i r e m e n t s .

S e c t i o n  19 T h e  b o a r d  m u s t  e s t a b l i s h  th e fee fo r  r e g i s t r a -  
t i o n  of p a r t n e r s h i p s  and  c o r p o r a t i o n s .

S e c t i o n  20 E a c h  o f f i c e  for t h e  p r a c t i c e  of p u b l i c  a c c o u n t -  
i n g  m u s t  be r e g i s t e r e d  b i e n n u i a l l y ,  r a t h e r  t h a n  ann ual ly .

S e c t i o n  21 T h e  b o a r d  shall e s t a b l i s h  a fee f o r  the reg is-  
t r a t i o n  of a n office.

S e c t i o n  22 T he  ti tle  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  m a y  not 
be u s e d  in c o n n e c t i o n  w i t h  an o f f i c e r  r e g i s t e r e d  u n d e r  AS 
0 3 .04  u n l e s s  it is u n d e r  the d i r e c t  s u p e r v i s i o n  of a pe r so n 
w i t h  a p e r m i t  to pra ct ice .

S e c t i o n  23 T h e  b o a r d ' s  a u t h o r i t y  to s u s p e n d  a ce rt if i c a t e ,  
p e r m i t ,  or r e g i s t r a t i o n  is l i m i t e d  so that the b o a r d  m a y  do 
so o n l y  fo r a p e r i o d  not to e x c e e d  two years. T h e g r ou n ds  
for s u s p e n s i o n s  ar e a l t e r e d  s o m e w h a t .

S e c t i o n  24 A h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  a d d e d  to 
the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the  regi: tration 
or p e r m i t  to p r a c t i c e  of a p a r t n e r s h i p  or c o r p o r a t i o n  that 
doe s n ot  m e e t  q u a l i f i c a t i o n s  f o r  r e g i s t r a t i o n .  U n d e r  
e x i s t i n g  lav; a h e a r i n g  is r e q u i r e d  u n d e r  the APA.

S e c t i o n  25 A  h e a r i n g  r e q u i r e m e n t  is s p e c i f i c a l l y  a d d e d  to 
the s e c t i o n  a u t h o r i z i n g  the b o a r d  to r e v o k e  the r e g i s t r a t i o n  
a n d  p e r m i t  to p r a c t i c e  of a p a r t n e r s h i p  or c o r p o r a t i o n  for 
g r o u n d s  o t h e r  th a n th ose  set o u t  in the p r e v i o u s  section. 
U n d e r  e x i s t i n g  lav; a h e a r i n g  w o u l d  be h e l d  u n d e r  the APA.

S e c t i o n  26 A  p r o c e d u r e  for h e a r i n g s  b y  the b o a r d  is es tab - 
iished. T h e s e  h e a r i n g s  arc n o t  c o n d u c t e d  u n d e r  the ArA, as 
h e a r i n g s  of o t h e r  o c c u p a t i o n a l  b o a r d s  are. A  p e r s o n  a d­
v e r s e l y  a f f e c t e d  by an order o f  the b o a r d  a f t e r  a h e a r i n g  
m a y  p e t i t i o n  for  c o u r t  r e v i e w  w i t h i n  30 days. T h e  r e v i e w  
s h a l l  be  de n o v o  on the record. U p o n  t a k i n g  d i s c i p l i n a r y
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acti on,  the b o a r d  is r e q u i r e d  to n o t i f y  the b o a r d  of 
a c c o u n t a n c y  of  an y  o t h e r  s t a t e  the p e r s o n  h e l d s  a c e r t i f i­
cate, r e g i s t r a t i o n  or  p e r m i t  in.

S e c t i o n  27 A  p e r s o n  m a y  no t  u s e  th e t i t l e  " c e r t i f i e d  p u b l i c  
a c c o u n t a n t "  u n l e s s  h e  has a c e r t i f i c a t e ,  hu t he  n e e d  not  
h a v e  a p e r m i t  tc pra ct i ce .

S e c t i o n  28 A  p e r s o n  o f f e r i n g  f i n a n c i a l  s e r v i c e s  m a y  n ot  u s e  

the t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  e v e n  if h e  i s  

c e r t i f i e d  u n l e s s  he has  a p e r m i t  to p ra ct i c e .

S e c t i o n  29 A  p a r t n e r s h i p  or  c o r p o r a t i o n  m a y  not u s e  the 
t i t l e  " c e r t i f i e d  p u b l i c  a c c o u n t a n t "  u n l e s s  it is r e g i s t e r e d  
a nd has a p e r m i t  to p r a c t i c e .  T h i s  is the sam e as e x i s t i n g  
law, but d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  s ect ion .

S e c t i o n  30 T h i s  is the same as e x i s t i n g  lav;, but d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  s ect ion .

S e c t i on 31 T h i s  is the same as e x i s t i n g  lav;, but d e l e t e s  a 
r e f e r e n c e  to a r e p e a l e d  s ect ion .

S e c t i o n  32 T h i s  is the sa n e as e x i s t i n g  law, but d e l e l e s  a
r e f e r e n c e  to a r e p e a l e d  s e c t i o n  a n d  ad ds  a c r o s s - r e i e r e n e c
to the s e c t i o n s  p r o h i b i t i n g  a c e r t i f i e d  p e r s o n  f r o m  u s i n g  a 
t i t l e  if that p e r s o n  does n o t  h a v e  a p e r m i t  and  is o f f e r i n g  
f i n a n c i a l  se rv ice s.

S e c t i on 33 T h i s  is e s s e n t i a l l y  the s a m e  as e x i s t i n g  law, 
b u t  d e l e t e s  a r e f e r e n c e  to a r e p e a l e d  secti on.

S e c t i o n  34 'this is e s s e n t i a l l y  the s a m e  as e x i s t i n g  law, 
b u t  d e l e t e s  a r e f e r e n c e  so a r e p e a l e d  secti on.

S e c t i o n  35 T h i s  is the same a.s e x i s t i n g  law, but: d e l e t e s  a 
r e r c r e n c e  to a r e p e a l e d  s ec tio n.

S e c tion 36 T h i s  is the same as e x i s t i n g  law, hut m i n o r
d r a f t i n g  c h a n g e s  ha v e b e e n  m a d e  Tor c o n s i s t e n c y  of w o r k
u s a g e .

S e c t i o n  37 P a r a g r a p h s  are a d d e d  to the s e c t i o n  i t e m i z i n g  
th i ng s that are n o t  p r o h i b i t e d  u n d e r  AS  08.04 r e l a t i n g  to’ 
d i s c l o s u r e  o f c o n f i d e n t i a l  i n f o r m a t i o n ,  u s e  o f  a title, and 
the o f f e r i n g  of f i n a n c i a l  s e r v i c e s  by  p e r s o n s  w i t h o u t  p e r­
mit s  to p r a c t i c e .
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S e c t i o n  38 T h e  s e c t i o n  on  i n j u n c t i o n s  is m a d e  a p p l i c a b l e  to 
v i o l a t i o n s  of the e n t i r e  c h a p te r,  r a t h e r  t h a n  to on ly  
c e r t a i n  sec tio ns .

S e c t i o n  39 V i o l a t i o n  of the c h a p t e r  is m a d e  a c las s A  m i s -  
d e m e a n o r .

S e c t i o n  AO T h i s  ha s b e e n  r e d r a f t e d  s l i g h t l y  for clari ty.

S e c t i o n  A1 T h i s  p e r m i t s  an a c c o u n t a n t ' s  w o r k i n g  p a p e r s  to 
be t r a n s f e r r e d  to the a c c o u n t a n t ' s  c o r p o r a t i o n ,  or the s u c­
ce s s o r  in i n t e r e s t  to the p a r t n e r s h i p  or c o r p o r a t i o n ,  as 
w e l l  as to the a c c o u n t a n t ' s  par tn er .

S e c t i o n  A2 A n  a c c o u n t a n t  is p r o h i b i t e d  f r o m  d i s c l o s i n g  c o n­
f i d e n t i a l  i n f o r m a t i o n  o b t a i n e d  in the c o u r s e  of  p e r f o r m i n g  
p u b l i c  a c c o u n t i n g ,  e x c e p t  in c e r t a i n  c i r c u m s t a n c e s .

S e c t i o n  A3 A d d i t i o n a l  d e f i n i t i o n s  are a d d e d  to AS 0 8 . 0A.

S e c t i o n  AA A  m e m b e r  of  the b o a r d  s e r v i n g  on the e f f e c t i v e  
da te  of this A c t  c o n t i n u e s  to s e r ve  u n t i l  the t e r m  e xp ir es.

S e c t i o n  A 5 C e r t a i n  p r o v i s i o n s  are  r e p e a l e d .

S e c t i o n  Aft T h e  A c t  L a kes  effect J a n u a r y  1, .1985.
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