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California Board of Accountancy
Sunset Review Committee / Uniform Accountancy Act Task Force

November 18, 1999

My name is Julie D=Angelo Fellmeth, and I am the Administrative Director of the Center for
Public Interest Law.

At its last meeting, this Committee took some very specific positions on very specific parts
of the Uniform Accountancy Act (UAA). At that meeting, Carol Sigmann asked for comments from
various interest groups.  Having just heard you take the positions you did, I wanted to let them sink
in for awhile before speaking.  They have now sunk in, and I would like to give you our preliminary
thoughts on two of the many issues raised by the UAA.  These positions will not come as a surprise
to those of you who have been on the Board for several years. My intent is to respond to Carol=s
request.

First, the 150-hour education requirement for CPA licensure: CPIL opposes that proposal.

You propose to move from a licensing scheme which does not even require a baccalaureate
degree, to one which requires the equivalent of a master=s degree.  That is a quantum leap, and I don=t
think it=s been justified.

It is not justified by Dr. Strickland=s study.1  As you know, her study measured the
relationship between the Board=s current and the proposed 150-hour educational requirement and
passage of the May 1998 Uniform CPA exam.

Her study found Ano relationship between the number of semester units taken and

                                                
1Oriel Julie Strickland, Ph.D., A Series of Studies Related to the Education and Experience

Requirements for Licensure in California (June 1999) (commissioned by the Board of Accountancy
in response to the directive in SB 1077 (Greene) (Chapter 1137, Statutes of 1996)). Dr. Strickland
presented the findings of her study at this Committee=s meeting of July 15, 1999.  I was present at
that meeting.  Although your minutes of that meeting do not reflect my comments, I questioned Dr.
Strickland about her study at the close of her presentation, during the public meeting.  My question
and her answer are as follows:

Fellmeth: Dr. Strickland, is it fair to say that your study measures the relationship between
this Board=s current and proposed educational and experience requirements and passage on the CPA
exam C and it does not measure the relationship between existing and proposed education and
experience requirements and either CPA competence or consumer protection?

Strickland: Yes, that is correct.
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performance on any section of the CPA examination.@2

Her study further found that most candidates taking that particular exam had not earned 150
units.3 In fact, Athe mode (most frequently occurring number)@ was 120 units.4  Thus, Athere are a
substantial number of candidates who would be affected by an increase.@5  This proposed
requirement would impose a major financial impact on a substantial number of candidates.

Dr. Strickland=s study also noted that only three states have even five years experience with
the 150-hour requirement, and that these states are not similar to California.6  Thus, it is not possible
to tell whether the requirement is having an impact on competence, or on consumer protection, or
on disciplinary rates.

The justification I hear most often is that Aeveryone else is doing it.@  Apparently, 45 of 50
states have adopted the 150-hour requirement:  AOur accountants need to be required to have 150
hours so they can get licensed and practice more easily in other states.@

But the reason we license here in California is to protect our citizens from practitioners who
are incompetent or negligent or dishonest.  Your purpose is to ensure that people who are practicing
here can do so safely and without harm to the public, not to enable CPAs to more easily practice in
other states.

AOh, but our accountants need to be portable.  This is a global profession and a global world,
etc.@

This justification applies to a very few of the very largest firms.  If those firms want to be
able to transfer their CPAs all over the world, then they should hire people who have 150 hours or
pay for them to complete 150 hours while they are in the firm=s employ.  But the needs of a few large
firms to be able to transport their CPAs all over the world is not a sufficient justification to make
every single CPA licensed in California complete 150 hours of education C when you currently don=t
even require 120 hours for licensure.

Further, it is my assumption (and correct me if I=m wrong) that your proposal does not
involve any specific curriculum for that extra 30 hours.  So an applicant can take an additional 30
units in business and accounting, or music appreciation, or underwater basketweaving.  It doesn=t

                                                
2Id. at 7.

3Id. at 9. The average number of units taken was 147.5; the median number taken was 141.

4Id.

5Id.  Dr. Strickland noted that Acandidates who have earned bachelor=s degrees from a
university in the University of California (UC) system@ are included in this Asubstantial number of
candidates who would be affected by an increase.@ Id.

6Id. at 8.
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matter, just so long as I have 150 units C at great personal expense to me and with no clear
relationship to competence.

The 150-hour requirement will impose a burden on CPA applicants, it has no clear relation
to enhanced competence, and it is without solid justification.

Second, the UAA requires no attest experience as a condition of licensure.  This is not
a new concept.  This Board argued for its enactment during its first sunset review. We opposed this
provision then, and C at this point C we continue to have deep concerns about it.

The ability to do attest is the traditional defining characteristic of a CPA.  It is the only thing
you do which actually requires a CPA license.  It is the thing many consumers believe a person with
the letters C.P.A. after their name can do.

This Board currently requires some exposure to the audit process prior to licensure.  You
have watered that requirement down considerably in the past decade, but it still exists. 

And now you want to delete it entirely, so that consumers have no assurance that someone
who is permitted to put the letters C.P.A. after his/her name can actually do an audit.

As you know, the legislature considered this issue during the Board=s 1995-96 sunset review.
 It concluded that the Board had not thoroughly evaluated it, and told it to study its experience
requirement. 

To satisfy this requirement, Dr. Strickland conducted a survey, and she found that 70% of
the licensee respondents believe that the attest experience requirement is Aan assurance of entry-level
competence, provides valuable discipline in terms of objectivity and independence, provides critical
skills in areas other than attest, and provides a common basis of applying knowledge to a situation.@7

The majority of licensees responding to the survey opposed replacing the attest experience
requirement with either additional coursework in auditing or more general experience.8

I know that the majority of licensure applicants found the attest experience requirement
burdensome C but what do you expect them to say?  And how much perspective on their
professional needs can they really be expected to have at that point in their careers?

Again, the big firms seem to be driving this proposal.  They drove your watering down of the
requirement back in the early 1990s.  They argued C perhaps correctly C that fewer and fewer CPA
firms are doing attest, and that it is impossible for their employees to find sufficient attest experience

                                                
7Id. at 18.

8Id.
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in the marketplace.  So you accommodated them, but retained the attest requirement.  Now they want
you to get rid of it entirely.

I don=t think that the needs of the big firms should drive regulation here in California. 
According to Dr. Strickland=s survey, two-thirds of licensees who identified themselves as hiring
managers said they could provide audit experience to all or most of their new hires.9

I understand that the UAA recommends licensure of firms which specialize in attest.  That
is attractive for a number of reasons.   There have been a number of recent high-profile audit failures
which we all wish could have been prevented.  If that idea were properly implemented C i.e., if the
people who were to work in these firms were required to have a special level of education and
special experience and special continuing education requirements focusing specifically on audit
tasks, it might provide more consumer protection than we have now.

However, it is also my understanding that this licensing-of-audit-firms concept has never
actually been tried, or at least not uniformly.  I know the Board has appointed a committee to work
on this, and I=m interested in seeing what that committee comes up with.  But until we see a firm
proposal in this area, we continue to have concerns about eliminating the attest experience
requirement for licensure.

Those of you who were around during the Board=s 1995 sunset review may remember a
statement I made during my testimony, and I believe it=s still true.  Perhaps, instead of sunset review,
what we need for this board is a sunrise review under the criteria in Government Code ' 9148, to
review the changing nature of the accountancy profession.  At one time, we licensed CPAs because
they performed attest.  If they=re no longer doing that, maybe we need an in-depth analysis of what
they are doing, whether those functions need to be regulated, and in what fashion.

I would like to say one more thing.  Several Board members are quite knowledgeable and
comfortable about the UAA and sincerely feel it is in the best interests of everyone if California
adopted it.

But I sense that just as many Board members are not as knowledgeable or comfortable with
the UAA, and that maybe they=d like to discuss some of the provisions C both separately and in a
vacuum, and together as they interact with each other.

For example, regarding the attest experience requirement, your staff=s discussion paper set
forth four options, three of which provide some level of conformity with the UAA and a couple of
which might have allayed some of our concerns.  However, those options were not discussed.

You can=t deny that this is very complicated, and that it is a huge change from where
California is right now.

                                                
9Id. at 19.
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Staff tried to get this Committee to engage in a point-by-point discussion of each of the
issues back in July, and they were rebuffed with AWe=ve already decided this. We C as a board C
have gone on record several times as supporting the entire package.@  So, that piece-by-piece
discussion was shut down.  For purposes of justification to the Joint Legislative Sunset Review
Committee, I think you should do that.  You can=t just go in there with a bunch of conclusions C you
need to demonstrate how you got there.  You must document the process you went through, the
alternatives you considered, why you rejected those alternatives, and why you selected the option you
have chosen.  And you should come up with something better than Aeveryone else is doing it@ B
because I don=t think that=s good enough.

Thank you for your consideration of these comments.


