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Honorable Liz Figueroa, Chair, and Members
Senate Committee on Business, Professions and Economic Development
State Capitol, Room 2053
Sacramento, CA  95814

Re: AB 1868 (Bermudez) – Opposed unless amended

Dear Senator Figueroa and Members:

The Center for Public Interest Law (CPIL) respectfully joins the California Attorney General,
the Society of California Accountants, Consumers Union, CalPIRG, and the Foundation for Taxpayer
and Consumer Rights in opposing AB 1868 (Bermudez) unless its amendment to Business and
Professions Code section 5054 is deleted from the bill.

CPIL is a nonprofit, nonpartisan academic and advocacy organization based at the University
of San Diego School of Law.  For 25 years, CPIL has studied occupational licensing and monitored
California agencies that regulate business, trades, and professions, including the California Board of
Accountancy (CBA), which regulates certified public accountants (CPAs) and CPA firms.  I have
participated actively on several CBA task forces, including its Task Force on Audit Standards and
Practices, which was created in 2002 to formulate recommendations for reform to accounting
regulation in response to the Enron/Andersen/WorldCom scandals — and whose work resulted in
the 2002 enactment of three bills reforming California’s regulation of the accounting profession.  1

AB 1868 is urgency legislation that purports to “temporarily” (until 2011) address problems
that have allegedly arisen in connection with the Board’s new (as of January 1, 2006) “practice
privilege” program, a “temporary practice permit” intended to facilitate cross-border accountancy
practice by CPAs.  Under the practice privilege program, a qualified CPA licensed by another state
need not acquire a full California CPA license in order to practice public accountancy in California.
Instead, that CPA may practice in California under a “practice privilege” that is available by
completing an online form which notifies the Board of his qualifications and intent to so practice, and
paying $100 for the privilege of practicing public accountancy in this state for one year.



 The practice privilege program statutes, Business and Professions Code section 5096 et seq., were added2

by SB 1543 (Figueroa) (Chapter 921, Statutes of 2004), which became effective on January 1, 2006.   To address
concerns about the program expressed by the profession during 2005, the Board — again supported by the accounting
profession — sponsored the addition of section 5054 in SB 229 (Figueroa) (Chapter 658, Statutes of 2005).
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After having participated for two years in the detailed drafting of the practice privilege
legislation  and its implementing regulations, and after supporting both the legislation and the2

regulations, the accounting profession now claims that the practice privilege program — and the
simultaneous repeal of the preexisting right on the part of out-of-state CPAs to practice public
accountancy in California so long as that practice was “temporary” and “incidental to” their home-
state practice — has resulted in “massive disruption” in the profession’s ability to serve California
consumers and businesses.  Although it has produced no evidence of this alleged disruption, the
profession demands urgency legislation to reinstate “temporary and incidental” practice by out-of-
state CPAs for a five-year period, during which time the Board and the Legislature can “go back to
the drawing board” and fix the problems allegedly created by the practice privilege program.

If AB 1868 were merely a technical clean-up bill that returns the law to its pre-January 1,
2006 status and “clears up unforeseen confusion” surrounding the practice privilege program (as
characterized by the Board of Accountancy), CPIL would not oppose it.  However, the bill contains
one provision (section 5 of the April 18 version of the bill) that presents grave concerns to us and to
the other opponents.  In a nutshell, AB 1868’s amendment to section 5054 would allow any out-of-
state CPA to provide “tax services” to Californians indefinitely, forever, without a California CPA
license, without a California practice privilege, without any notice to the Board, and without the Board
being able to verify whether the CPA is in fact licensed in good standing by another state, is under
indictment, or is a convicted felon.  Not only is this provision wholly unnecessary to fix what ails the
practice privilege program, it is a momentous exception to the Board’s 100-year-old licensure
requirements — in an area of public accountancy which appears to demand more regulation and not
less — that has been inadequately analyzed either by the Board or the profession.

AB 1868’s amendment to section 5054 turns the reasons for licensing and enforcement on their
heads.

Ensuring the competence and integrity of accountants is a consumer protection demand of
the highest order.  As the California Board of Accountancy’s Web site says:

From the beginning of the 20th Century, consumer protection has been the
undertaking of the Board.  A December 1, 1913, letter to Governor Hiram Johnson
signed by [Board] Secretary-Treasurer [T.E.] Atkinson states, “For the further
protection of the business public, a statute should be enacted regulating the practice
of public accounting so as to require all persons holding themselves forth as being
qualified to obtain from this Board the certificate of certified public accountant. Public
accounting is now generally recognized in business to be of such importance that a
standard should be set by public authority and no one allowed to practice without
proper credentials” (emphasis added).
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Yet AB 1868 would permit a person without a California license or practice privilege to
provide tax services to Californians.  As proposed to be amended by AB 1868, the objectionable
provision provides:

Section 5054. (a) An individual or firm holding a valid and current license, certificate,
or permit to practice public accountancy from another state may provide tax services
without obtaining a permit to practice public accountancy issued by the board
under this chapter [i.e., a license] or a practice privilege [a temporary permit
acquired by completing an online form notifying the Board of one’s intent to practice
public accountancy in California and costing $100] pursuant to Article 5.1
(commencing with Section 5096)…” (emphasis added). 

The provision of “tax services” by a CPA undeniably falls within the definition of the practice
of public accountancy in Business and Professions Code section 5051.  In other words, the
Legislature has determined that this activity — if incompetently or dishonestly performed — may
cause serious harm to the client such that a license or practice privilege is required before the activity
may be performed.  The whole premise of licensing professions — whether accountants, physicians,
or lawyers — is that the State must prevent consumer harm by ensuring the competence and ethics
of professionals before they provide services to consumers.  AB 1868 ignores this fact and turns the
rationale behind licensing on its head.  Under AB 1868, the Board is effectively blindfolded to the
occurrence of the provision of tax services by out-of-state CPAs to Californians and to the
qualifications (or lack thereof) of those out-of-state CPAs.  Under AB 1868, the Board will have
issued no license, no practice privilege, and no firm registration to out-of-state CPAs and CPA firms
that will be free to provide tax services to Californians.  Unlike the notice to the Board and other
protections afforded by the practice privilege program, under AB 1868 the Board will have no notice
of the provision of tax services or the identity of the provider.  As such, it will not be able to prevent
the offer of those services by people who are unqualified or unscrupulous.  In other words, it cannot
protect the public — its “paramount priority” under Business and Professions Code section 5000.1
— until after harm has occurred.  This is the antithesis of the purpose of a regulatory agency.

Additionally, the bill turns enforcement on its head in a manner we believe is unprecedented
in occupational licensing.  Even if the Board finds out about substandard practice, there is no license,
practice privilege, or firm registration against which it can proceed.  This bill creates an “invisible
authorization”— an exemption from the licensure, practice privilege, and firm registration
requirements — allowing every CPA in the United States to offer tax services to California families
and businesses without notice to the Board.  It then allows the Board to “administratively suspend”
that invisible authorization without notice (under new section 5050.2(b)) — which may amount to
nothing more than an unenforceable cease and desist order.  To revoke or suspend that invisible
authorization, however, the Board must file an accusation (query: against what?) and afford full
procedural due process under the Administrative Procedure Act (under new section 5050.2(a)) to
someone it has not licensed.  We have studied occupational licensing for 25 years.  We have not
encountered any precedent for this “regulatory scheme.”  This is not merely an overflow above the
public protection levee; it is a gaping breach.



 American Institute of Certified Public Accountants, State Mobility Licensing Requirements (June 1, 2006).3

 In addition to California, these states are Alabama, Alaska, Florida, Georgia, Hawaii, Illinois, Louisiana,4

Maryland, Michigan, Missouri, Nevada, New Hampshire, New Jersey, New Mexico, North Carolina, North Dakota,
Oklahoma, Pennsylvania, Rhode Island, South Carolina, South Dakota, Tennessee, Texas, Vermont, Washington, and
West Virginia.  These state boards offer a “temporary permit” to practice accountancy to CPAs licensed in another state
upon terms and conditions.  All of them require notice to the board, and the fee ranges anywhere from $15 per year
in Michigan to $400 for 90 days in Florida; most boards appear to charge between $50–$100 per year.
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AB 1868’s “tax services” exemption has been inadequately analyzed by the Board and the
accounting profession.

Although almost everything a CPA does might be connected to taxes and taxation, neither
existing California law nor AB 1868 defines the term “tax services.”

Even the California Board of Accountancy is unsure of the definition of the term.  In mid-
April 2006, after it had taken a support position on the “tax services” exemption at its February 2006
meeting and after it had pointedly refused CPIL’s request to reconsider that position at its March
2006 meeting, the Board President sent letters to CPIL, the California Society of CPAs, the chief
lobbyist for the so-called Big Four Accounting Firms, the American Institute of Certified Public
Accountants, the Franchise Tax Board, and the Internal Revenue Service asking very basic questions,
such as: “What are the currently available definitions of ‘tax services’?”  “How are tax services
currently regulated and what are the entities (other than this Board) that would engage in such
regulation to protect California taxpayers?” The Board sought responses to these and other questions
by May 3 and placed the item on its May 18 agenda for discussion.

Although CPIL and FTB provided responses to the Board’s questions by May 3, the other
stakeholders largely ignored the Board’s request and filed nothing in writing.  Neither the bill’s
sponsor, CalCPA, nor the Big Four Accounting Firms have ever substantively responded to the
Board’s request; neither submitted any definition of the term “tax services” or bona fide written
responses to any of the other questions.  The Board’s enforcement chief, Greg Newington, prepared
a memorandum for discussion at the May 18 meeting in which he listed seven sources of laws and
regulations which he consulted on the definition of the term, and concluded: “We could not locate
a clear definition for ‘tax services’ in any of these resources.”  Despite the fact that this bill is pending
in the Legislature and that it has admitted it does not even know the definition of the term “tax
services,” the Board postponed its scheduled May 18 discussion until a future meeting.

AB 1868 is inconsistent with the Uniform Accountancy Act and with the “temporary practice”
laws in 26 other states.

AB 1868’s bold attempt to block the Board’s ability to check on the qualifications and
integrity of out-of-state CPAs before they harm Californians appears to be unprecedented.  According
to a state-by-state comparison compiled by the American Institute of Certified Public Accountants
(AICPA),  at least 27 states (including California) offer some sort of practice-privilege- like3

“temporary permit” to qualified out-of-state CPAs.   All of those states follow the profession’s4

Uniform Accountancy Act (UAA), a “model statute” drafted by the AICPA.  Section 23 of the UAA
authorizes CPAs from states with licensing requirements that are “substantially equivalent” to those



 Board Enforcement Chief Greg Newington agrees.  In his May 8 memorandum prepared for the5

subsequently-cancelled May 18 Board discussion of the definition of the term “tax services,” Mr. Newington stated that
a PCAOB release indicates that the term “tax services” includes, at least, “routine tax return preparation and tax
compliance; tax planning and advice related to federal, state, local, and other tax laws; executive tax services;
international tax services; and tax shelter strategies and products” (emphasis added).

 U.S. Senate Permanent Subcommittee on Investigations, Committee on Governmental Affairs, U.S. Tax6

Shelter Industry: The Role of Accountants, Lawyers, and Financial Professional Professionals, Senate print number
“S. Prt. 108-34" (Nov. 18, 2003) (Executive Summary at 5).
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in the UAA to practice in other states so long as they notify the other-state board of their intent to
so practice.  According to AICPA’s comments accompanying section 23, the notice requirement
applies to “individual CPAs who practice across state lines or who service clients in another state
via electronic technology....”  

Thus, AB 1868 is inconsistent with the notice requirement in 26 other states.  It is also
inconsistent with the UAA — the “holy grail” of the accounting profession — in at least three
respects: (1) it would permit out-of-state CPAs to provide tax services to Californians with no notice
to the California Board of Accountancy; (2) it would permit out-of-state CPAs to provide tax services
to Californians regardless of whether the licensing requirements of their home state are “substantially
equivalent” to California’s licensing requirements; and (3) whereas the UAA exempts no area of
public accountancy from the notice requirement, AB 1868 would exempt the huge and undefined area
of “tax services” from the notice requirement.

AB 1868 weakens state regulation and public protection in an area of accountancy subject to
egregious abuse.

Although neither California law nor AB 1868 provide a definition for the term “tax services,”
the Public Company Accounting Oversight Board (PCAOB) has defined the term to include
“professional services rendered for tax compliance, tax advice, and tax planning.”  PCAOB Rule
1001(t)(i), effective pursuant to SEC Release No. 34-48180 (July 16, 2003).  Obviously, this
definition is very broad and encompasses anything and everything a CPA might do related to taxation.
The term “tax services” thus includes not only tax return preparation but all levels of tax consulting,
tax planning, and the promotion and sale of tax shelters.5

The pervasive marketing and sale of abusive tax shelters is the subject of a November 2003
report by the U.S. Senate Permanent Subcommittee on Investigations:

[N]umerous respected members of the American business community are now heavily
involved in the development, marketing, and implementation of generic tax products
whose objective is not to achieve a business or economic purpose, but to reduce or
eliminate a client’s U.S. tax liability. Dubious tax shelter sales are no longer the
province of shady, fly-by-night companies with limited resources. They are now big
business, assigned to talented professionals at the top of their fields and able to draw
upon the vast resources and reputations of the country's largest accounting firms, law
firms, investment advisory firms, and banks.6



 Id. at 20, 22.7

 Legislative Analyst’s Office, Abusive Tax Shelters: Impact of New Legislation (Jan. 27, 2006) (emphasis8

added).
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*   *   *
The sale of potentially abusive and illegal tax shelters has become a lucrative business
in the United States, and some professional firms such as accounting firms, banks,
investment advisory firms, and law firms are major participants in the mass marketing
of generic “tax products” to multiple clients. . . .  During the past ten years,
professional firms active in the tax shelter industry have expanded their role, moving
from selling individualized tax shelters to specific clients, to developing generic tax
products and mass marketing them to existing and potential clients. No longer content
with responding to client inquiries, these firms are employing the same tactics
employed by disreputable, tax shelter hucksters: churning out a continuing supply of
new and abusive tax products, marketing them with hard sell techniques and
telemarketer cold calls; and taking deliberate measures to hide their activities from the
IRS.7

According to the California Legislative Analyst in January 2006, “[i]n recent years, the
prevalence of illegal or ‘abusive’ tax shelters (ATS) has increased dramatically. These ATS
transactions have resulted in very substantial revenue losses in California.  In an effort to curb
the use of ATS activity, the Legislature enacted Chapter 654, Statutes of 2003 (AB 1601,
Frommer), and Chapter 656, Statutes of 2003 (SB 614, Cedillo).  This legislation contained
provisions that . . . provided a limited amnesty for participants in certain ATSs who came forward
and paid the associated tax liabilities. . . . According to the Franchise Tax Board, the response of
taxpayers to the amnesty program — known as the voluntary compliance initiative (VCI) — was
much higher than anticipated.  The VCI, which was in effect from January 1, 2004 through April 15,
2004, resulted in payments from business and individual taxpayers of about $1.4 billion. After
deducting the portion of these monies that would have been received anyway through normal audit
activities or will be returned to taxpayers upon resolution of their tax disputes, the state’s net
revenue gain is anticipated to be about one-half that total — or roughly $700 million.”8

The major proponents of AB 1868 have been active in selling tax shelter products which
serve to deprive government of tax revenue.  Three of the nation’s four remaining large accounting
firms have paid huge settlements and/or fines to escape criminal prosecution.  In August 2005,
KPMG admitted criminal wrongdoing in connection with the marketing and sale of these very tax
shelter products, and agreed to pay $456 million so that it could avoid criminal indictment and the
“death sentence” that Arthur Andersen suffered upon its indictment for its misconduct in the Enron
audit failure.  At this moment, sixteen KPMG partners are under criminal indictment for their
involvement in the provision of “tax services” to California citizens and others; one additional
KPMG CPA pled guilty to multiple federal criminal counts on March 27, 2006.   Although this is
clearly an area of the practice of public accountancy that requires more scrutiny and not less, AB
1868’s amendment to section 5054 would bar the Board from being able to identify and stop out-of-
state CPAs — including the indicted KPMG CPAs — from harming California families and
businesses, no matter how egregious their prior records may be.
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Any legislative proposal that impedes the ability of the Board to scrutinize the integrity and
qualifications of out-of-state CPAs before they market tax shelters to wealthy Californians poses an
obvious threat to the State Treasury, jeopardizing education, public safety, and the safety net.  On
June 5, 2006, the Sacramento Bee reported that the Franchise Tax Board is currently auditing nearly
1,000 wealthy Californians suspected of using abusive tax shelters.  The Bee reported that the cost
to the state in lost revenue is estimated to be $1 billion — in addition to the $1.4 billion already
collected from taxpayers who participated in the state’s 2004 tax amnesty program.

The proponents of AB 1868 have misstated its contents. 

At prior legislative hearings on this bill, the proponents have represented that AB 1868 is
simple clean-up legislation to address problems they contend have been inadvertently created by the
practice privilege legislation.  This is not accurate; the bill goes much further than simply fixing those
problems.  While testifying on behalf of this bill, proponents have made the following misleading
statements that must be addressed:

! “This is not brand new. Up until January 1, 2006, this practice was allowed. Only
in the last three months has there been a restriction on tax services across state lines.”  Under
pre-January 1, 2006 law, out-of-state CPAs were allowed to provide public accountancy services
(including “tax services”) to Californians only if those services were “temporary” and “incidental to”
their practice in another state or country.  The accounting profession has publicly admitted that some
of its tax practice in California under the prior “temporary and incidental” law was illegal because
it was neither “temporary” nor “incidental” — it was undertaken pursuant to a longstanding
professional relationship. Under AB 1868, all out-of-state CPAs can provide all types of tax services
indefinitely, forever, with no California license, no California practice privilege, and no notice to the
Board — EVER. This was never “prior law” in California or anywhere else.

! “The exemption for tax services is very narrow, and is limited to out-of-state CPAs
who cannot physically enter the state, cannot solicit California clients, and cannot hold out
as a California CPA.”   First, the exemption for “tax services” is not narrow. The term “tax
services” is not defined in California law, so it cannot be characterized as “narrow.” As noted above,
the only definition of the term we can find is that of the PCAOB— and it has defined “tax services”
to include everything a CPA might do related to taxation. Existing section 5054 is narrow; the
proposed amendment to section 5054 is quite the opposite. Second, the limitations included in the
section are meaningless window-dressing and completely unenforceable. No one in an era of phones,
faxes, emails, and FedEx needs to even leave their office to provide tax advice, let alone leave their
home state. And the only way to make sense of the prohibition on soliciting Californians is if it
means soliciting Californians uniquely. An out-of-state CPA who maintains a Web site, or buys an
ad in a national periodical, or writes an article for an online journal isn’t soliciting Californians. Yet
those are ways that Californians find them, and all of it would be legal under AB 1868.

! “The bill adds significant new remedies for the Board so it can penalize out-of-state
CPAs who violate California law.”  The Board’s job is to protect the public by preventing harm
before it occurs. It cannot possibly prevent harm if it has no opportunity to screen the qualifications
of out-of-state CPAs before they offer tax services to Californians. Under these “significant new
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remedies,” the Board is limited to penalizing an out-of-state CPA after the harm has already
occurred — if it ever finds out about it.

 ! “The provision of tax services is highly regulated by other agencies with robust and
comprehensive enforcement programs.”  In addition to the fact that the proponents are improperly
urging the State of California to abdicate its law enforcement responsibility, this claim is simply not
true.  First, no other agency — neither the Internal Revenue Service, the Securities and Exchange
Commission, the Franchise Tax Board, nor the State Board of Equalization — is authorized to
suspend or revoke the license of a California CPA.  Only the California Board is authorized to take
disciplinary action against a licensee.  While these other agencies may indeed have detailed
regulations, little or no enforcement of those regulations occurs as against tax practitioners.  Those
agencies are much more interested in pursuing the taxpayer, because they want to secure back taxes,
fines, and penalties.  Here is what we have found:

# Under Business and Professions Code section 5063(a)(3), any California CPA who
has been barred from practicing in front of any other government agency (e.g., IRS,
FTB, SEC) must report that fact to the Board.  CBA received a grand total of two
such reports in 2003–04, three such reports in 2004–05 and zero such reports in
2005–06 (through May 4, 2006).  It is not clear how many of those reports — if any
— were from taxing authorities.  Even if all of these disciplinary actions were taken
by taxing authorities (which is doubtful), five reports over a three-year period is not
evidence of a “robust and comprehensive” enforcement program.

# The Internal Revenue Service is authorized to bar tax practitioners from practicing
before it.  We searched the IRS Web site for the number of times in the last year that
the IRS has barred an attorney, CPA, enrolled agent, or other tax professional from
practicing before it.  Bear in mind that there are over 600,000 licensed CPAs in the
United States.  Additionally, tens of thousands of lawyers and enrolled agents also
practice before the IRS.  Aggregating data from March 2005 through April 3, 2006,
we found that the IRS took a total of 370 disciplinary actions against tax
professionals.  Nationwide, only 100 of those actions were against CPAs.  And only
9 of those actions were against California CPAs.  That is not “robust and
comprehensive supervision” upon which California consumers may entirely rely in
lieu of a board empowered and directed to protect them from harm.

# Further, the IRS is none too prompt about debarring tax practitioners who have been
disciplined by state boards of accountancy.  Two examples from California are
revealing.  On November 8, 2003, the California Board revoked the license of
William Lindberg for misconduct during an audit that took place in 2000; the IRS
failed to take disciplinary action against him until November 4, 2004.  On June 21,
2003, the Board revoked the license of John Judd based on multiple felony
convictions for fraud and money laundering in 2000.  The IRS did not take
disciplinary action against Mr. Judd until November 2004 — four years after multiple
felony convictions.  This is not evidence of “robust and comprehensive supervision.”



 Bruce Meyerson, SEC Accountant Fines Largely Go Unpaid, WASH. POST (June 6, 2006).9
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# On May 3, 2006, I spoke to Patrick Kusiak, Acting Director of the Legal Affairs
Bureau of the Franchise Tax Board.  According to Mr. Kusiak (and he authorized
CPIL to quote him), “The FTB does not regulate or prosecute CPAs.  Any
discipline of CPAs is done by the California Board of Accountancy.  Unlike the
IRS, we do not regulate the practice of tax before the Board.”  Revenue and
Taxation Code section 19523.5 — which became effective on July 19, 2005, less
than one year ago — authorizes the Franchise Tax Board to suspend or disbar a
person from practicing before it, but only if the IRS has first barred that practitioner
from practicing before it.  The FTB has no authority to debar anyone unless the IRS
acts first.  And the FTB has only had this authority for ten months.  Clearly, the FTB
provides no “robust and comprehensive supervision” whatsoever over CPAs who
practice before it.  It is not authorized to do so.

# A June 6, 2006 article in the Washington Post revealed that “the Securities and
Exchange Commission has taken disciplinary action against more than 50
accountants in 2005 and 2006 for misconduct in scandals big and small.  But few
have paid a dime to compensate shareholders for their varying levels of neglect or
complicity.”  According to the article, the SEC sought “zero [fines] in most cases,”
and does not have “an established system of communications by which the SEC
automatically notifies state accounting regulators of federal disciplinary actions,”
such that “nearly half of them [SEC-disciplined CPAs] continue to hold valid state
licenses to hang out their shingles as certified public accountants.”9

! “We aren’t just required to get a practice privilege by notifying the Board and
paying $100. We are also required to get a firm registration, which costs $1,800 and takes
three to six months to get.”  This is not true. AB 1868 adds new section 5096.12 to the Business
and Professions Code, which waives the firm registration requirement for out-of-state unregistered
firms whose CPA employees offer services to Californians through a practice privilege.

! “Tax services are already provided to Californians by many other tax professionals
who are not CPAs with no notice to our Board. We’re trying to put accounting professionals
on the same footing with other tax professionals.”   Any other tax professional who provides tax
services to Californians has to be licensed by some agency — if it’s an attorney, the State Bar; if it’s
a tax preparer, the Department of Consumer Affairs’ California Tax Education Council (CTEC); if
it’s an enrolled agent, the Internal Revenue Service. When a CPA provides tax services to California
consumers or businesses, that is the practice of public accountancy under the Accountancy Act
(section 5051). When CPAs provide tax services to Californians, they must be licensed or — prior
to January 1, 2006 — they must fit within the “temporary and incidental” exception to the licensure
requirement. That has always been the law. AB 1868 would not put out-of-state CPAs on “equal
footing” with other tax professionals — it would give them a competitive and practical advantage
over all other preparers, including California CPAs, by de-requiring licensure, practice privilege,
and notice to the regulator. It would allow out-of-state CPAs to offer tax services to Californians
without being scrutinized beforehand by the state agency expressly charged with protecting
Californians from unscrupulous and dishonest CPAs — the California Board of Accountancy.
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Conclusion

This is not a close question.  AB 1868’s amendment to section 5054 should be stricken from
the bill.  It is not necessary to address the problems caused by the practice privilege program.  No
urgency accompanies out-of-state CPAs’ desire to offer tax services to Californians without notice
to the Board so it can screen their qualifications.  And it punches a gaping hole in the California
Board’s ability to protect the public from unscrupulous out-of-state CPAs.

Even the sponsor of AB 1868, CalCPA, has admitted that tax practitioners can and have
caused problems.  In the October 1, 2005 issue of its California CPA journal, CalCPA — in
describing the new “practice privilege” notification statute that would become effective on January
1, 2006 to accommodate cross-border accounting practice — noted that “[t]he CBA has repeatedly
refused to exempt tax practice from the notification requirement as tax practitioners can cause
tremendous consumer harm.  In fact, CBA has had difficulty with CPAs licensed in bordering
states that have substantial tax practices in California” (emphasis added).

Out-of-state CPAs who wish to provide tax services to California consumers and businesses
have an easy and existing remedy: Get a practice privilege.  Notify the Board of your intent to
practice public accountancy in California, assure the Board that you are qualified, pay $100 per year,
and submit to the Board’s enforcement jurisdiction if you commit misconduct.  That is why the
practice privilege program was created, and there is no reason why it should not be used to regulated
the provision of tax services — clearly the practice of public accountancy under section 5051.

AB 1868 could be what it is intended — a technical clean-up measure on the practice
privilege law.  This can only occur with the removal of costly and potentially harmful amendments
to section 5054.  With removal of this provision of the bill, we would remove our opposition.  

Thank you for your consideration of these comments.

Sincerely,

Julianne D’Angelo Fellmeth
Administrative Director
Center for Public Interest Law

cc: Members, Senate Committee on Business, Professions and Economic Development
Charlene Zettel, Director, Department of Consumer Affairs
Carol Sigmann, Executive Officer, California Board of Accountancy
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