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March 5, 2008 
 
The Honorable Roger Niello 
California State Capitol, Room 6027 
Sacramento, CA 95814 
 
VIA FACSIMILE:  (916) 319-2105 
 
Re: Opposition to AB 2473 (Niello) 
 
Dear Assemblymember Niello: 
 
For the reasons detailed below, the Center for Public Interest Law (“CPIL”) must 
respectfully oppose your AB 2473.  
 
CPIL is a nonprofit, nonpartisan academic and advocacy organization based at the 
University of San Diego School of Law.  For twenty-seven years, CPIL has studied 
occupational licensing and monitored California agencies that regulate businesses, trades, 
and professions, including the California Board of Accountancy (“Board”). 
 
CPIL’s expertise has long been relied upon by the Legislature, the executive branch, and 
the courts where the regulation of licensed professions is concerned.  For example, after 
numerous reports of problems at the Medical Board were published in 2002, the 
Department of Consumer Affairs named CPIL Administrative Director Julie D’Angelo 
Fellmeth as its Enforcement Monitor, charged over a two-year period with an in-depth 
investigation and review of all of the Board’s practices, policies, and operations.  Two 
major pieces of reform legislation were enacted mirroring the Monitor’s many 
recommendations.  
 
CPIL’s Administrative Director has participated actively on several Board task forces 
including its task force which was created in 2002 to formulate recommendations for 
reform of accounting regulation in response to the multi-billion-dollar 
Enron/Andersen/WorldCom accounting scandals.  The work of that task force resulted in 
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the enactment of three bills reforming California’s regulation of the accountancy 
profession the same year.1 
 
Administrative Director Professor Fellmeth has stated that the Board policy 
recommendations reflected in AB 2473 are the most irresponsible she has seen in 21 
years of reviewing licensing boards.  As will be seen, it is not just the policies themselves 
but the way the Board pursed them that undergirds this observation.  A detailed 
explanation as to what those policies are, what the Board stubbornly refused to do before 
approving them, and how they measure up against the need to protect California 
consumers and small businesses from a profession so recently revealed as deeply 
troubled, is offered below.  Thank you in advance for considering our views. 
 

Summary Of Opposition 
 
There are three reasons why AB 2473 is poor public policy: 
 

• It revives a previously defeated proposal that disproportionately hurts people of 
color while erecting a barrier to entry into the profession that studies have found 
to be without merit.  The Legislature in 2001 requested that the Board not bring 
this proposal back to the Legislature without first studying it.  The study has never 
been done.  The Board is pursuing legislation nevertheless. 

 
• The proposals in AB 2473, in the words of the California Board of Accountancy’s 

own staff, “would permit unrestricted practice [in California] by 
practitioners who have been convicted of a crime until the state of principal 
place of business takes appropriate discipline.” 

 
• And, while the proposal seeks to rely on the disclosure, enforcement policies, and 

enforcement vigor of the other 49 states in determining the fitness of out-of-state 
CPAs to practice here before they potentially harm Californians, the Board has 
not actually looked at the disclosure policies or enforcement record of even a 
single state, let alone 49.  Not a single one.  This breathtaking lack of due 
diligence prompted an extraordinary letter from Senate President pro Tempore 
Don Perata asking the Board to conduct such research before proposing 
legislation.  The Board has not only refused to do so it has as of this date not even 
responded to his letter nor slated it for consideration at a board meeting.  (The 
letter is attached.) 

 
We impose the extraordinary burden of licensure on some professions because we deem 
them so potentially and irreparably injurious to consumers that we need to assure 
ourselves – through mandatory education, licensing and continuing education – of the 
competence and integrity of licensees before they have a chance to hurt a consumer. 
 
Harm prevention is the core reason for licensure. 

                                                 
1 The bills were AB 270 (Correa and Figueroa); AB 2873 (Frommer); and AB 2970 (Wayne).  
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As will be seen, AB 2473 upturns and frustrates this principle without even the barest 
effort to verify the assumptions that underlie it.  Even if we may disagree about the 
underlying policy, certainly we can agree that the Board should, before it recommends 
relying on other states’ and nations’ disclosure and enforcement policies, look at them, 
just as a CPA would insist on looking at the books of a company before certifying its 
financial condition. 
 
1. AB 2473 Hurts People Of Color And Needlessly Restrains Entry Into The 
Profession.  
 
Section 6 of AB 2473 proposes to sunset by 2012 one way to qualify for a CPA license. 
 
There are two “pathways” in California by which a student who has completed required 
coursework and passed the licensing exam can become eligible for a CPA license.  The 
“pathway” being sunsetted by Section 6 of your bill allows a potential licensee to qualify 
for the license with a bachelor’s degree (usually 120 units) plus two years of general 
accounting experience.  
 
The second pathway (which will be the only one under your bill) requires only one year 
of general accounting experience.  Instead of additional work experience, potential 
licensees are required to take an additional 30 units of education in any subject matter 
they select.  (See B&P section 5093).  This is called the “150-hour rule.” 
 
That is not a misprint.  Education in any subject matter is elevated over actual on-the-job 
experience by the 150-hour rule. 
 
The Legislature in 2001 rejected a proposal making the 150-hour rule the only way to 
become a CPA, for two reasons: 
 
First, requiring extra education in any subject matter of the student’s choosing has 
apparently not had any beneficial impact upon consumer protection or the excellence of 
the profession. 
 
The Board itself commissioned a study of the 150-hour proposal in the late 1990s.  Dr. 
Oriel Strickland researched and wrote “A Series of Studies Related to the Education and 
Experience Requirements for Licensure in California” (1999).  
 
According to the 2001 Joint Legislative Sunset Review report on the Board, “[n]o 
relationship was found between the number of semester units candidates completed and 
their performance on any section of the Uniform CPA Examination, therefore, there was 
no strong evidence for this requirement to improve passage on the Examination.”2  
 

                                                 
2 The Sunset Review Report can be found at 
http://www.senate.ca.gov/ftp/SEN/COMMITTEE/JOINT/SUNSET_REVIEW/_home/2001_ACCT_SUNS
ET_REVIEW_REPORT.DOC 
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According to the same Sunset Review Report, Dr. Strickland also observed that students 
most frequently took about 120 units of overall education and that only 37% sitting for 
the examination had on their own completed 150 hours. 
 
Moreover, and again according to the same sunset review report: 
 

In 1999, Colorado’s sunset review staff recommended elimination of the 
150-semester-hour requirement that was to take effect in the year 2002.  
The Colorado Legislature eliminated the requirement in its 2000 
Legislative Session.  The following conclusions were made by the sunset 
review staff: 
 
‘The 150 credit-hour educational requirement is an overly restrictive 
entry barrier into the accounting profession with no demonstrable public 
protection function.  Adoption of the 150 credit-hour requirement is likely 
to raise consumer costs, entrench market power in those accountants who 
attain the CPA designation, and restrict competition. On the other hand, 
keeping the educational requirement at the Bachelor's level is in line with 
current entry level educational trends in both the private and public 
sectors, and will promote the optimum utilization of personnel.  A full 72% 
of Colorado CPA survey respondents agree by indicating that the current 
entry-level educational requirement is "about right.”’ 
 
Colorado educators also provided information to the sunset review staff, 
and indicated that the costs for students would be significant, 
approximately $25,000 to complete 30 additional hours, and they feared 
that fewer candidates would elect to enter the profession.  They pointed 
out that Tennessee’s experience was instructive.  The state had 
implemented the 150-hour requirement in 1993.  In 1991 (two years prior 
to implementation) 1,347 first time candidates took the CPA Exam, in 
1995 (two years after implementation) only 386 first time takers took the 
exam.  They believed that Colorado would likely see a decline in the 
availability of CPAs, and that the effect might be particularly severe in 
remote areas of Colorado where candidates do not have access to 150-hour 
programs.  It would seem that the same may hold true for California. 
 
They additionally pointed out that, because of the restricted supply of 
CPAs and the additional costs incurred by new entrants, consumers will 
experience an increase in fees paid to CPAs, and that even more serious, is 
what appears to be a nation-wide shortage of CPAs. 

 
More recent scholarship reinforces these conclusions.  Dresnack and Strieter conducted 
an “extensive survey” of CPAs in “Alabama, Kansas, Louisiana, Mississippi, Montana, 
South Carolina, Tennessee, Texas, and Utah.”  Their findings (published in the CPA 
Journal in 2005) are: 
 



 5

• “The data suggest that respondents found little or no benefit from the 150-hour 
requirement.” 
 

• “71.3% of respondents indicate that the requirement has decreased the number of 
qualified job applicants[.]” 

 
• “Combined, these data suggest that roughly three-quarters of CPAs do not see the 

150-hour requirement as an improvement.” 
 
Second, and more urgently, both Dresnack and Strieter and the Florida Institute of CPAs 
found that imposition of the 150-hour rule had a disproportionately harsh impact on 
people of color.  In a 1999 article, the Institute made the following observations: 
 

• “[O]ne side effect of this additional requirement was the financial burden placed 
on students seeking to become CPAs.  In particular, minority students were hit the 
hardest.” 

 
• “Florida CPA Today talked to several minority accounting majors who had 

considered switching at one time or another.  All pointed to the extra financial 
burden of the fifth year as a major reason.” 

 
• The Florida article cites the experience of Texas and Ohio and states that “In each 

state the 150-hour requirement created discernable and measurable consequences 
for minority students.” 

 
After the possible impact on people of color came to light in 2001, the Legislature 
refused to force all potential licensees to take 150 hours of education and told the Board 
not to try and repeal the other pathway without studying the consequences first.  (Section 
1 of SB 133 (Figueroa)3).  The study has never been done.  
 
Thus, the Board – surely cognizant of the possible impact on people of color, informed 
by its own study concluding that the sought after benefits of more education were not 
realized, and instructed in Section 1 of SB 133 (Figueroa) to study the two pathways and 

                                                 
3 SECTION 1. It is the intent of the Legislature that the new education and experience requirements for the 
certified public accountant license established by this legislation not be revised or amended prior to the 
next review of the California Board of Accountancy required by Division 1.2 (commencing with Section 
473) of the Business and Professions Code. Further, it is the intent of the Legislature that this review shall 
be limited to issues related to implementation of the new licensure requirements. In preparation for that 
review, the California Board of Accountancy shall collect statistical information including information on 
the number of applicants applying under Sections 5092 and 5093 of the Business and Professions Code, the 
number of applicants passing the examination under Sections 5092 and 5093 of the Business and 
Professions Code, the number of applicants applying and qualifying for licensure under Sections 5092 and 
5093 of the Business and Professions Code, and the number of applicants and licensees applying and 
qualifying for an authorization to sign reports on attest engagements under Section 5095 of the Business 
and Professions Code.  
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their impacts on students before introducing legislation – has endorsed a reintroduction of 
the proposal nevertheless, without first doing the study requested by the Legislature.  
 
2. AB 2473’s Proposals To Ease So-Called “Cross Border Practice” Address A 
Problem That Doesn’t Exist In A Way That Imperils The Fiscal Lives Of California 
Families And Small Businesses. 
 
Aside from proposing, without study, that the Legislature enact a discredited and 
previously rejected licensing requirement that elevates education in any subject at all over 
real-world experience, AB 2473 also seeks to permit any person from literally any 
foreign country (Nigeria, for example) or state who claims to be a CPA to practice here 
without limitation and without the Board first having a chance to check to see if they are, 
in fact, a CPA, let alone a felon. 
 
This is the part of the bill designed to ease what the Board calls “cross-border” practice.  
 
We will discuss this proposal in detail below, but as a foreshadowing, here is what the 
Board’s own staff warned about it: 
 

Under this [cross-border] option, the Board would be unable to 
perform any ‘front end’ checks to make sure a practitioner engaged 
in cross-border practice is duly licensed and has not been disciplined 
or convicted of a crime … 
 
This option would permit unrestricted practice by practitioners who 
have been convicted of a crime until the state of principal place of 
business takes appropriate discipline. 

 
(Cross-Border Practice Issues, provided to the CBA for the November 15-16 meeting, at 
pp. 3-4). 
 
A. A Proposal In Search Of A Problem. 
 
Under current law, if a CPA from another state, wants to practice here, he or she can fill 
out a four-page form (most of which consists of check boxes), pay at most $100, and they 
are allowed to practice here without limitation for a full year.  You can see the form for 
yourself at http://www.dca.ca.gov/cba/forms/ppnotify.pdf.  (The actual form appears at 
pages 9 – 13). 
 
This little form has huge significance for consumers, though.  As the quotes from the 
Board staff above reflects, the form allows the Board an opportunity to check and make 
sure that someone is who and what they say they are before the person from out-of-state 
or another nation can lawfully provide services that could forever ruin the lives of 
California families and small businesses. 
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And, crucially, the practice privilege form allows a Californian – again, before they risk 
their life savings – to go to a California Web site and see if someone is in fact lawfully 
allowed to practice here by meeting the qualifications California imposes for minimum 
competence, training, and ethics. 
 
It is this small form that is the supposed barrier to out-of-state CPAs providing services to 
Californians, justifying the so-called cross-border provisions of AB 2473.  This requires 
emphasis:  this simple form, less complex than a 1040EZ tax form, is supposedly so 
daunting to a CPA – a CPA! – that CPAs are en masse unwilling to seek opportunities in 
this, the world’s sixth-largest economy. 
 
Not surprisingly – and this too requires emphasis – not a single human being or 
accounting firm from anywhere has ever come forward to admit that they are in fact not 
providing services here because of the existence of the practice privilege form. 
 
Not one. 
 
The “problem” the cross-border portions of AB 2473 seek to address is, with enormous 
respect to the author, but bluntly put, both preposterous and fictitious.  No CPA that we 
would want to practice here would be daunted by the brief practice privilege form.  And, 
apparently, none have been. 
 
The existence of any “problem” with cross-border ambitions is further undermined when 
one more closely scrutinizes the flexible options available to out-of-state CPAs under 
current law.  Last session the Legislature addressed the problems with registering CPA 
firms in California.  New Business and Professions Code section 5096.12 entirely 
exempts out-of-state CPA firms from the California firm registration requirement when 
they practice public accountancy in California through a CPA employee who secures a 
practice privilege for $100.  
 
So, any firm anywhere can practice here as a firm so long as just one of its employees 
fills out the form and pays the $100.  This modest requirement nevertheless allows the 
Board to hold the firm accountable by revoking the privilege if the firm misbehaves. 
 
As well, current California law offers ample flexibility for someone from another state 
who needs to be here but briefly.  An out-of-state CPA whose practice requires them to 
practice temporarily in California is legally permitted to do so without filing any form at 
all – so long as their practice is actually “temporary” and “incidental to” their main 
practice in their home state or country. 
 
B. A Solution To A Non-Problem That Creates Numerous New Problems For 
California Small Businesses And Families. 
 
AB 2473 deletes those provisions of current law that require foreign nationals or out-of-
state residents to fill out and submit the practice privilege form to the Board before they 
provide services to California families and businesses. 



 8

 
True, the bill also strives to impose certain conditions on who from another country or 
another state can practice here, but, crucially, there will be no way for the Board to check 
first to make sure those requirements are met before someone from out-of-state provides 
services that could devastate the financial lives of families or small businesses.  
 
Again, this is why the Board of Accounting’s own staff warns that: 
 

Under this [cross-border] option, the Board would be unable to 
perform any ‘front end’ checks to make sure a practitioner engaged 
in cross-border practice is duly licensed and has not been disciplined 
or convicted of a crime … 
 

This is also why the Board’s Chief of Enforcement has voiced concerns about the 
proposal and why the Department of Consumer Affairs opposes it outright: 
 

By removing the notification requirement for out-of-state licensees the 
[Board] will have no way of knowing who and how many out-of-state 
licensees are practicing in California.  The Department fears that this 
policy could encourage unqualified individuals to practice in 
California and lead to a decline in consumer protection. 

 
(February 6, 2008 letter from Director Carrie Lopez to Board President Donald Driftmier, 
saying that the DCA must “respectfully oppose the [Board’s] proposed revisions to the 
Business and Professions Code … known as cross-border practice.” This letter is 
attached). 
 
Proponents will argue that the same situation exists under current law.  Under current 
law, they will argue, an out-of-state person claiming to be a CPA in good standing could 
elect to break the law and provide services here without filling out the form thereby 
giving the Board a chance to check-up on them first.  But here is the critical difference:  
Under current law, a Californian can go to the Board’s California Web site and 
differentiate between those who have filled out and submitted the form and those who 
haven’t. 
 
Those whose names do not appear there are not lawfully allowed to practice here.  Those 
that are listed there may lawfully do so. 
 
Under AB 2473, in contrast, California consumers will not be able to consult their own 
state regulator to distinguish between those who are here legally and those who are not 
because everyone will appear to be here legally.  Felons, fakes, those with revoked 
licenses, those with disciplinary proceedings pending will be invisible to the Board and 
hence the consumers the Board is supposed to protect. 
 
Proponents counter by arguing that Californians can travel the Internet or make phone 
calls to other boards and look up the records of the out-of-state CPAs in their home 
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states.  But incredibly, and as an example of why Professor Fellmeth has dubbed this the 
most irresponsible proposal in her near quarter century of board-watching experience, the 
Board has not as of the date of this letter looked at the Web site of even a single state or 
made even a single phone call to another board to see if in fact other states’ boards 
disclose such information.  Not a single state has been studied, let alone 49 other 
states, let alone foreign nations. 
 
The Orange County Register, in a January 2008 piece stingingly critical of the Board’s 
astonishing lack of due diligence, did its own analysis and found that only 19 states have 
Web sites comparable to California’s.  Is this accurate?  We don’t know.  What is 
incontestable, though, is that before the Board moves to erase the visible differences 
between felons and CPAs in good standing based on what is publicly available in other 
states, it should have first checked to see if its assumption is true. 
 
Senator Perata way back in January asked the Board to do exactly such a study before 
seeking legislative approval of the proposals embraced in AB 2473.  As of the date of this 
letter, the Board has simply and inexplicably refused to do so. 
 
It gets worse.  Even assuming that all 49 other states, the territories, and foreign nations 
in fact had Web sites that mirror California’s, a Web site cannot disclose discipline that 
its regulator didn’t impose.  As important as what is disclosed is whether in fact all the 
other states and all the nations of the earth are equally vigilant and strict in disciplining 
licensees as California so that California can in fact trust other regulators to protect 
Californians in a way we would deem minimally acceptable. 
 
Has the Board studied even a single other jurisdiction to determine whether its 
enforcement record, policies, or resources match California’s?  No.  Not one.  As with 
disclosure, the Board not only assumes that what it wants to believe is true is true, it has 
dismissed the Senate Leader’s request for such a reasonable verification.4 
 
                                                 
4 By accident, CPIL stumbled upon an example of how, in at least one high-profile case, California appears 
to have been far more protective of its consumers than another state.  Messrs. Mullen and Trauger were 
CPA colleagues working together for Ernst & Young.  Trauger was licensed by California.  Mullen was 
licensed by the State of Washington. The SEC announced in September of 2003 that it had instituted 
administrative proceedings against both men alleging that they together altered working papers for one of 
the firm's clients.  After Mr. Mullen pled guilty in his criminal case, the SEC suspended him from practice 
before the Commission.  Go to the State of Washington's Web site license search 
(http://www.cpaboard.wa.gov/LicenseeSearchApp/default.aspx), type in "Michael Mullen," and what 
comes up is no record of discipline at all.  Even though he is a felon and was barred from practice before 
the SEC, the Web site reveals that Washington apparently took no action to restrain his license. In contrast, 
go to the California Web site license look up 
(http://www2.dca.ca.gov/pls/wllpub/wllqryna$lcev2.startup?p_qte_code=PA&p_qte_pgm_code=0300), 
type in "Trauger," and you find that the California Board revoked his license, disclosing that, like Mr. 
Mullen, Mr. Trauger had pled guilty to a felony and, like Mr. Mullen, was barred from practice before the 
SEC. Does this prove that Washington State or other states are routinely more lax in enforcement than 
California?  It is just one instance.  But does it demonstrate that a minimally responsible Board needs to 
review the enforcement records of other states before proposing to rely on them to protect Californians? 
Yes. 
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Recall, these are CPAs who, we hope, would never dream of signing an audit certifying 
the financial wherewithal of a company without themselves looking at the underlying 
books and records.  Yet, bizarrely, a different standard of diligence appears to control 
when certifying ideas to legislators. 
 
All of this to address a problem that has apparently not afflicted a single firm or human 
being.  All of this to dispense with CPAs – CPAs! – having to fill out a four-page form 
consisting mostly of check boxes. 
 
Proponents may counter by arguing that the Board’s remedies for consumer harm have 
always been after-the-fact ones.  They have been heard to argue that the Board practices 
have always waited until something goes wrong and then sought to impose discipline 
afterward. 
 
This could not be more wrong.  This fundamentally misapprehends why accountancy 
– like medicine and lawyering – is a licensed profession.  We require licenses, restrain 
trade, and tolerate the higher prices as a result because certain professions are so 
inherently and irrevocably injurious that no after-the-fact remedy can make the injured 
consumer whole.  If an incompetent physician kills you, revoking his license won’t bring 
you back to life.  If a corrupt CPA overvalues a publicly traded company, suspending her 
license won’t get you your retirement back. 
 
Licensed professions are those few professions where we seek to ensure the competence 
and ethics of professionals before they provide the services that can end lives and 
dissipate fortunes.  Or, as the Board’s own Web site observes, “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.” (http://dca.ca.gov/cba/board_info/history.shtml – emphasis added). 
 
Moreover, such an argument also misapprehends what administrative disciplinary 
proceedings do and do not do.  Administrative disciplinary proceedings before 
administrative law judges do not make an injured consumer whole.  They do not require 
the licensee to pay damages.  Administrative disciplinary proceedings place restrictions 
on licenses to protect future consumers prospectively.  Only a civil lawsuit seeking 
damages before a formal judge can make a consumer financially whole.  Yet under the 
Board’s proposal a California consumer duped by an out-of-state licensee who wanted to 
be made whole would have to sue that out-of-state resident either in federal court or in 
the home state of the CPA who injured them.  
 
And civil lawsuits take years.  
 
Proponents may also argue that, under the bill, only CPAs from “substantially 
equivalent” states can qualify for cross-border practice.  First, that is not so.  See 
proposed Business and Professions Code section 5096 (a)(1).  Second, the bill deems the 
continuing education and ethics requirements of any other state to be satisfactory.  
Proposed Business and Professions Code section 5096 (c)(2).  Third, for all the reasons 
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above, a consumer won’t be able to tell which CPAs are from substantially equivalent 
states and which aren’t before they place their trust and fortunes at risk. 
 
Finally, observe how the inability to differentiate up-front between CPAs in good 
standing and those that are not uniquely imperils middle-class families and small 
businesses.  Large sophisticated concerns or individuals of wealth will not be Googling 
“tax accountant” on the Internet.  Large businesses or people of means will have the deep 
pockets, insurance, and access to high-priced out-of-state counsel to seek redress and 
protect themselves against losses if they do occur.  Small businesses and middle-class 
families whose fortunes evaporate because of shoddy or corrupt CPA services will likely 
have none of these options; none of the insurance, resources, sophistication, or means of 
redress.  They more than anyone else need to prevent the harm from occurring in the first 
place because prevention as a practical matter is the only way to protect them at all.  
 
C. California’s Problems With Out-Of-State CPAs. 
 
Mr. Bruce Allen of CalCPA succinctly makes the best case for why the Board must – if it 
is to make any claim to placing the interests of consumers above the mere theoretical 
convenience of CPAs – obtain advance notice of an out-of-state individual’s intent to 
practice in this State as a supposed CPA when in 2005 he wrote:  
 

The new practice privilege will provide [the CBA] with increased 
opportunity to protect California consumers by letting [the CBA] 
know who is practicing in California … 
 
The CBA has repeatedly refused to exempt tax practice from the 
notification requirement as tax practitioners can cause tremendous 
consumer harm.  In fact, the CBA has had difficulty with CPAs 
licensed to practice in bordering states that have substantial tax 
practices in California. 

 
– Mr. Bruce Allen, October 1, 2005, California CPA 

 
Now, CalCPA is before the Legislature saying the exact opposite in support of AB 2473. 
 
D. What Is Really Going On Here? 
 
No federal authority regulates CPAs with anything close to the level of scrutiny as states.  
States set educational requirements, discipline CPAs for routine matters, and determine 
whether someone will lose their ability to ply their trade entirely by revoking their 
license. 
 
The Internal Revenue Service can and will bar CPAs from practicing before it.  The same 
is true with the Securities and Exchange Commission.  But neither of these federal 
authorities can do what the several states can:  completely terminate the ability of a CPA 
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to call him or herself a CPA.  Federal laws do not govern who may or may not be called a 
CPA.  That is entirely the job of the states in our federal system. 
 
So why is a state-regulated profession where the most famous, flagship firms have been 
hit by multi-million-dollar fines, criminal sanction, and lawsuits post-Enron, WorldCom, 
Tyco (and the like) using its considerable influence over boards and legislatures 
throughout the rest of the nation to push for proposals such as those in AB 2473? 
 
One possible answer is hinted at by AB 2473’s proposed repeal of Business and 
Professions Code section 5096.5 (see Section 12 of the bill).  This statute – one of the 
post-Enron reforms enacted in California – reiterates that California’s important 
qualifications for those CPAs who sign attest reports continue to apply to out-of-state 
CPAs signing attest reports under a practice privilege.  According to the Board, this 
protection must be repealed not because it is a bad idea, not because unique qualifications 
for these CPAs isn’t important to protect California consumers, but because unique 
California consumer protections frustrate the cross-border practice ideal of CPAs being 
able to practice anywhere at any time.  (See the comment at p. 5 of the Board’s 
November mock up). 
 
So, one ingenious way to block states from enacting consumer protections is to persuade 
boards and legislatures of the need to have cross-border ease of practice (never mind the 
lack of evidence that California’s form impedes anyone from doing anything).  And 
under a system where uniquely protective laws get flagged as a problem, the state with 
the most lax and bare consumer protections becomes the nationwide standard.  Just as 
section 5096.5 becomes an obstacle to cross-border practice, and supposedly should be 
repealed for that reason, so too do the consumer protections in the other states, and so on 
until a profession unregulated federally succeeds in achieving reduced regulation 
nationally, state by state.  Likewise, model laws written and pushed for by professional 
societies, become the de facto substitute for the policy judgments of several states. 
 
3. Conclusion. 
 
For all these many reasons, we must respectfully oppose AB 2473. 
 
Respectfully submitted, 
 
 
 
 
Ed Howard 
Senior Counsel, CPIL 
 
cc:  Hon. Assemblymember Fiona Ma 
Hon. Members of the Assembly Business and Professions Committee 
Jennifer Galehouse 
Michael Miiller 


