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MINUTES OF THE HOUSE COMMITTEE ON BUSINESS, COMMERCE & LABOR.
The meeting was called to order by Chairman Al Lane at 9:06 a.m. on February 18, 1998 in Room 526-S of

the Capitol.

All members were present except: Rep. David Adkins - excused
Rep. Broderick Henderson - excused

Committee staff present: Jerry Donaldson, Legislative Research Department
Bob Nugent, Revisor of Statutes
Bev Adams, Committee Secretary

Conferees appearing before the committee: Mary Feighny, Asst. Attorney General
: Paul Allen, Board of Accountancy

T. C. Anderson, KS Society of CPA’s

Susan Somers, Board of Accountancy

Others attending: See attached list

The minutes for February 17, 1998 were passed out. They will be approved at the next meeting.

Bob Nugent, Revisor, passed out to the committee a chart from the National Conference of State Legislatures
which included the states of the United States and the provinces of Canada and their coverage of laws for

Workers Compensation Insurance. For our use on HB 2591, the last two columns are the most informative.
(See Attachment 1)

Hearing on: HB_2766 - State board of accountancy; registration of business entities and
imposition of civil fines.

Mary Feighny, Assistant Attorney General and Legal Counsel for the Board of Accountancy, explained a large
list of amendments to HB 2766 contained in a handout to the committee. When the bill was printed last
month, they did not have input from the Kansas Society of Certified Public Accountants, and these
amendments were written to accommodate the society. House Bill 2766 gives the Board of Accountancy
authority to levy civil fines against those who do not have certificates or permits to practice as Certified Public
Accountants (CPA’s) and hold themselves out to be CPA’s. It would also give the Board authority to deny
the issuance of certificates or permits to practice if certain acts have occurred. Some other language was
changed to update language in the statutes. (See Attachment 2) She ended her testimony by answering
questions from the committee.

Paul Allen, CPA and Vice-Chair of the Board of Accountancy, appeared as a proponent of the bill. He
believes that the Board needs additional enforcement tools to reach individuals who do not currently hold
licenses, the ability to take enforcement actions in a non-criminal setting, and to have the enforcement authority
held by similar boards. The bill would also increase criminal fines, bringing them more in line with other
occupational and professional boards, and provides an important additional enforcement mechanism. It also
includes an amendment that requires proprietorships to register on an annual basis, along with professional
corporations, limited liability companies and general corporations. It would also allow the Board to charge a
fee for registration. (See Attachment 3)

T. C. Anderson, Executive Director of the Kansas Society of Certified Public Accountants, appeared to
support the Board of Accountancy’s efforts to assess civil penalties against people who are not licensed to
practice as CPA’s, the requirement of an annual registration of CPA proprietorships, and to voice his
organization’s concern about Section 3 of the bill. The Society would like to further discuss the civil fine part
of the bill with the Board of Accountancy and bring back a bill that is clearly drafted, easily understood and
fair both to the Board and the licensee. He stated if HB 2766 is passed, several changes would need to be
made before his organization could support it. Some of these are included in a balloon with his testimony.
(See Attachment 4)

Chairman Lane closed the hearing on HB_2766. He asked the Board of Accountancy and the Kansas Society
of Certified Public Accountants to get together and work out their differences and come back next year with a
clean bill, without amendments, that could be easily understood and passed by the committee.

Hearing on: HB 2765 - State board of accountancy; continuing education requirements.




CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON BUSINESS, COMMERCE & LLABOR, Room 526-S
Statehouse, at 9:06 a.m. on February 18, 1998.

Susan Somers, Executive Director of the Board of Accountancy, appeared as a proponent of the bill which
would require permit-holding CPA’s to obtain 80 hours of continuing education in the biennial renewal
period, with a mandatory 40 hours in each year. Other amendments include a terminology change, adding an
exemption for the continuing education reporting requirements to a permit-holding CPA whose principal place
of business is in another state, and a new amendment that changes the word “accounts” to “accountants” on
page 1, line 9 of the title. (See Attachment 5)

No others were present to testify as a proponent or an opponent of the bill and Chairman Lane closed the
hearing on HB 2765.

Actionon: HB 2765
Rep. Geringer made a motion to pass out HB 2765 favorably with the requested amendment, changing the

word “accounts” to “accountants” on page 1, line 9 of the title. The motion was seconded by Rep. Storm.
The motion carried and the bill was passed out as amended.

Chairman Lane adjourned the meeting at 9:55 a.m.

The next meeting is scheduled for February 19, 1998.
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of 2 o fewer. includes ackve corporats | Board may exclude pubic oficals. | has excludad specific industies, of set umerical examption by reguiation.
; amployer may elec  educationat
for sel, persons in medical work and dental
Ontario Compuisory as 1o a ) as 1o all provincal and | Casual workers, outworkers? and most | Vi as to unenumerated and
in Schedules 1 and 2. s m‘znww volurmeer workers in industries fisted in | @
soio propriators, pariners and executive Scheduyles 1 and 2.
Prince Edward %mmﬂmﬁ Compulsory except for municpal | Outworkers,® farm fabor, gomashc Volmtary as 1o
Isisnd exclusions as (sted in our reguiations. | officers, sarvants, taxi industry, fishing and The Board may any axempled
Eleclivoas o officars. ‘ ingustry.
GoiGec 'WWW IV as 0 unenumerated and
municipal employmers, . 1 cavered upon request. Alsa, sole pro- ymants.
prietors and corporate officer. Persons
who play sports a5 main source of
mcome specifically excluded.
R ] a5 [Tompulscry 8= 10 Sl provineasl and | Farm and ranch labor, Gomogic VoRimary as o A
Computsory for comporate and | municipal employments, Municipaiities] servants, outworkers® and schoo! Gov, -in-Council may excluda any industry,
s2laned and corporations may slect coverage : employer or : .
of mayor and members of governing
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Yukon Temtory Compulsory s t0 all employments. Compulsory as to temory government Gawdamglqeas.domesius, Voluntary a5 1o excaptad employments,
outworkers '
Ganadian Goverment Lompuisory a5 1o employees 6f
Employees’ Act govemment , Grown
X , boards, commission, ete.

Canadian Merchart | Compusory a5 1 23 Smpicyses of ‘ apronice
Seaman's Act Canadian registered ships, as @m i

Nme:smhmmnmmmnﬁmmdm:mbem?:a
' Compensation laws are tlassified as compuisory of elective. A compulsory law requires
empioyer to accept the act and pay the compensation spacified. Andecﬁveadésmhm
the smployer has thé aption of either accapting of rejectng, but if an employer rajects the
mmmm—mmwm,wdmm.
and contributory negiigance, mmsramw&aminummuammmm
be brought under coverage of the act throuph voluntary action of the empioyer. in other states,
such ackion of he employer must be concumed on by the
* Applying fo private m.m“momhmmmsmmm
’Mbmbmﬂd&smmwm.
"4 Mshem— Employees

employee; also, for employees of Department ot Agriculture and Industries. Special aq
‘gmmmdﬁm%:ﬁwwwcow.m o
Alebama — Emplover siecting 26cept cov m employee in writing,
Hemm:mbyprofam”mmmwr%mhmmmymw

- Compensabie mjury.
'm-%nmwmmwmmm ;
me—ﬂommsofadvﬁwmmewmmeme
requested by a municipality to aid in an emergency siniation, e covered undar the workars'
fmpermm_'h::&dmemmmy“ where the injury occurs and under the Laws where teir
company is 5
"Mdm—ﬁnﬁdﬁmm«wwmkmhﬁpmmmmam
* m—mhum.mmwmmmmwm«hmmy
‘%—Whm,mﬂm,wmmmmwmuhm

gaif.
"M—MpﬁuﬁemwwmnfﬁmwﬁmmhasSMMMWmomdmdm
uﬂwmaﬁn?_hastﬁmdm ot " ok

Hiinols — Townships may o covorage 1o paricipants in job training o work program.,
"mmmmsdeeﬁmammmmuammmmum
Maumen}.:m«sdﬁmﬁmwmmmammmwmis
considered to be voruntary.

", Indiana - Elective for officer of a charitable. refigious, educational, of nomYoft comporation,
“mummdSwMMammwmmﬁmw
maintaing duammmwnwmmumhsmmwmwmwm
coverage of not ,000,

* Maine — Provided that broker or salsperson is independent contractor and signs contract with

mwéaﬁmatbwadﬁiﬁurywdeahdmpbyeeismmmwm

intention of se or ancther, or by imoxication white on duty.

= W—W%Mmm%mmmm;ﬂemMa
Service in connection with training, are efigible payment Marytand Jockey
hjury_compmsaﬁonFm

L w-mmmrsmwmummm 10 sharehoidors

Mmay reject,

b m-mmam«mwmsmwmmwmww
mmm%nmmwsMMamwmwn
policy covers injuries to fann . :

ﬂw~mmwmmmmwmvwmud

25 amernxad.

’M-Emmmdammmmﬁabhmaﬂﬂhmm
mmwzmmwmmmzmmwnum

¥ Now Hampshire — Fourth corporate and any empioyses must be covered.

*mvm—aewnanmmm«smdwmw

sion or Corporation, 2nd s 1o executive officer of religious, charitable or educational

'm—&m:myhumﬁmmm' an empioyee whosa religious sact
mmmmmmnmmmumm
-wmnmduwmmmmmmhmunm
ﬂ&mm&n—o«mﬁwmwmmmmmm
eonviclad pecsons perfarming commundy sarvice of participating in a work program,
=1m-mmmymwmmmmﬁamm.,w

omenency medical
a m—vummmmwum'mmwmmm

» - i . Cily, Of town may elact coverage of iks members.
'Vm—mmﬁbm&wmmmm,Mh

908
¥ Longshare Act —Also excuded 1o extent coverad by stato law are: offica, clerical, secretorial,
security or data processing empioyees; club, camp, recreational operalion, festaurant, fMiugeum
mmmmw: L ¥ Smm&‘mmwmgm
expansion: On premisas i
aquaculture workers; bulders, repaers or dismantiers of rocreatonal vessats under 65 kel in
lengh;, and master or crew of any vessel, .
* Longshore Act — By decisional law, Gamia v. Friesecks, S97F 2d 284 (151 Gir,) cent. demied

444 1S 940 (1979),

’M-Gwm&m"ayehumge. i
“ New Brunswick — By raguiation also exciudes fishing industry, excopt for undertakings in which
zsammguummmm
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Hiaed] Compuisory industrial Compuisary as | officsals, clunteers of reiious, chartaie or | Vouurary s fo employments rot
employments.” Compuisory as 1o 2l | elected or appointed. Covers public board nonprofit organizations. Domestics | defined s industil
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corporate officers with 29% phus
shares ol corporaion with no '
' empby:ga Individual with 50 plus
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hazardous” amployments (including axcept members of fire and persons not in usual course of ments. Cororate officers of smafl
oceupational diseases). Efective as to nents in ciies over 200,000 employer's business; real estats business may reject
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SXIeM O D1 S0 QRIIGLRME A
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o S0k proprietars of partners, aopnimadm‘ Vmggsaimmm licensed real estate professionals.
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y workers, volunteers working
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Kansss Lomputsory as to alf astoal empioyments, or a5
including corporate exaculive officers mﬁaﬁgm@kmm gsmmdp:wwoaismlmm Mmﬁmvmwasmﬂ
Elective as to partners, individugls, or tions may elect fo accept of reject ,000; real estate brokars and employments. Labor unians and
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communily servica, ang fulltime
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meames m.indwuebmdm smpioys fewer than 2, each reqularly| and members of volunioer ambuiancs
Elactive a3 to owner of business or appointed sttt officials, employees of the | employed 40 hours a week; casual miw.ﬁfemw
pa_mg._wmmayra}actvolumaﬁy General mmampoh m%@";mmm Voluntary as to employ-
pror . ambuiance, fire, personnel consacutive s agnculty
r?“mmm@qum
m
. or??smu:r:am;andpatﬁapwﬁun
.:—-—-CW al Compuisory as 10 a0 M‘W@uf’m—mmmm Excludes officers of nonprofi
Lousiana a1 as , 1 Gréws ] o
including exocutives, exm.smriﬁs ; and offici aﬁngasm.or charitable, fratemal, cuftural, or
Corporate ofticers who are 10% ions may cover elective and of persons principally in | refigious comporations or associations.
sharehoiders and sole proprietors may | appointive officials. agricutture; real estate brokers and
rRiect, L
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Elacled or i Xecutive
of a charitable W m& WM
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AMENDMENTS TO HB 2766

AS PRESENTED BY THE BOARD OF ACCOUNTANCY
FEBRUARY 18, 1998

House Bill 2766

New Section 1. (a) The state board of accountancy, in addition to any other
penalty prescribed in chapter 1 of the Kansas Statutes Annotated, may assess
civil fines in an amount not to exceed $5000 for each violation, plus costs,
including attorney fees, after proper notice and opportunity to be heard,
against any person who does not hold a valid Kansas certificate or permit to
practice ef-a#y-entity for a violation of the accountancy statutes, rules and
regulations or orders enforceable by the board. Notice and hearing under this
act shall be conducted in accordance with the Kansas administrative
procedures act. All costs assessed under this section shall be remitted to the
state treasurer at least monthly and shall be deposited in the state treasury and
credited to the board of accountancy fee fund.

(b) In determining the amount of the penalty to be assessed pursuant to this
section, the board may consider the following factors among others: (1)
willfulness of the violation; (2) repetitions of the violation, and (3) magnitude
of the risk of harm caused by the violation. |

Sec. 2. K.S.A. 1997 Supp. 1-302 is hereby amended to read as follows: 1-

302. (a&-%he%emﬁcat&eﬁhawag_passedéh&eeﬁrﬁcd—ptﬁme-aeeeamant

businessor s emploved Ereln.

nassed-a-written-examination ir :
~retated-subjeetsasthre-board May determine-to-beappropriate.  (a) The board

may grant a Kansas certified public accountant certificate to a person who (a)

is a resident of Kansas or has a place of business or is employed therein: (b)

meets the applicable requirements of K.S.A. 1-302a and amendments thereto:

and (c) has passed a written examination prescribed by the board.

(b) The board may deny an application for a Kansas certificate if the person
has been convicted of any state or federal crime that is substantially related to
the qualifications, functions and duties of a certified public accountant or any
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crime punishable as a felony under any state or federal statute and, after
investigation by the board. it is determined that such person has not been
sufficiently rehabilitated to warrant the public trust. A conviction means a plea
of guilty, a plea of nolo contendere or a verdict of guilty,

Sec. 3. K.S.A. 1997 Supp. 1-302b is hereby amended to read as follows: 1-
302b. (a) H rRe-nokes-a-Kansas-certificate issued-by-the The
board sheH_ may issue reeeive a permit to practice in this state as a certified
public accountant to a holder of a Kansas certificate wsl if the applicant
submits evidence satisfactory to the board of having completed one year of
accounting experience obtained under the direct supervision of a certified
public accountant holding a valid permit to practice.

ARG 0.0 =2: - Wa¥all¥a Vi, B /T Vays

(b) If a Befere-the certified public accountant undertakes to perform and sign
any audit, review or the examination of a projection or forecast, such
accountant must submit evidence satisfactory to the board of having a total of
two years’ accounting experience. The two years’ experience required by this
section must include: (1) One year of practical public accounting experience
which shall include at least 1,000 hours of extensive participation in the
examination of financial statements in accordance with generally accepted
auditing standards for third party reliance and which shall be acquired under
the direct supervision of a person who holds a permit to practice as a certified
public accountant in Kansas or in another state and who is practicing as a sole
proprietor or with a partnership, including a limited liability partnership, or
professional corporation or association, limited liability company or general
corporation which is comprised of practicing certified public accountants; or
(2) (A) one year of accounting experience satisfactory to the board obtained
under the direct supervision of a certified public accountant holding a valid
permit to practice, and (B) prior to their issuance, a review by a qualified
permit holder, of the first 1,000 hours of audits, reviews and examination of
projections or forecasts performed and signed by the certified public
accountant. Prior to commencing an engagement covered by this subsection,
the permit holder shall notify the board in writing of the name of the client,
type of report to be issued and the name of the qualified permit holder who
will perform the preissuance review.

-4
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(¢) The accounting experience required under this act shall be defined by rules
and regulations of the board of accountancy.

(d)  The board may deny an application for a permit if any of the following
acts has occurred:

(1) the applicant has been convicted of any state or federal crime that is
substantially related to the qualifications, functions and duties of a certified
public accountant or any crime punishable as a felony under any state or
federal statute and, after investigation by the board. it is determined that such
person has not been sufficiently rehabilitated to warrant the public trust. A
conviction means a plea of guilty. a plea of nolo contendere or a verdict of

guilty;

(2) the applicant has engaged in acts of dishonesty, fraud or gross negligence in
the practice of public accountancy:

3) the applicant’s certificate to practice public accountancy has been

cancelled, revoked or suspended by anv other state or foreign country for any

reason other than failure to pay an appropriate registration fee in such state or
foreign country.

Sec. 4. K.S.A 1997 Supp. 1-307 is hereby amended to read as follows: 1-
307. (a) The board, in its discretion, may waive the examination of and may
issue a Kansas certificate to a holder of a certified public accountant

certificate as“certified-pubkicaceoustant” issued under the laws of any state

upon a showing that:

(1) The applicant passed the examination required for issuance of the
applicant’s certificate with grades that would have been passing grades at the
time in this state; and

(2) the applicant (A) meets all current requirements in this state for the
issuance of a certificate at the time application is made, or (B) at the time of
the issuance of the applicant’s certificate in the other state, met all such
requirements then applicable in this state or (C) had five years’ experience

B3
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outside this state in the practice of public accountancy after passing the
examination upon which the applicant’s certificate was based and within the
10 years immediately preceding the application.

(b) The board shall issue a certificate to a holder of a foreign designation,
granted in a foreign country entitling the holder thereof to engage in the
practice of public accountancy, provided that:

(1) The foreign authority which granted the designation makes similar
provision to allow a person who holds a valid certificate issued by this state to
obtain such foreign authority’s comparable designation;

(2) the foreign designation: (A) was duly issued by a foreign authority that
regulates the practice of public accountancy and the foreign designation has
not expired or been revoked or suspended; (B) entitles the holder to issue
reports upon financial statements; and (C) was issued upon the basis of
educational, examination and experience requirements established by the
foreign authority or by law;

(3) the applicant: (A) received the designation, based on educational and
examination standards substantially equivalent to those in effect in this state at
the time the foreign designation was granted: (B) completed an experience
requirement substantially equivalent to the requirement set out in K.S.A. 1-
302b, and amendments thereto, in the jurisdiction which granted the foreign
designation; and (C) passed a uniform qualifying examination in national
standards and an examination on the laws, regulations and code of ethical
conduct in effect in this state acceptable to the board; and

(4) the applicant shall in the application list all jurisdictions, foreign and
domestic, in which the applicant has applied for or holds a designation to
practice public accountancy.

(c) Each holder of a certificate issued under this subsection shall notify the
board in writing, within 30 days after its occurrence, of any issuance, denial,
revocation or suspension of a designation or commencement of a disciplinary
or enforcement action by any jurisdiction. The board has the sole authority to
interpret the application of this subsection.

24
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(d) The board may deny an application for a Kansas certificate if any of the
following acts has occurred:

(1) the applicant has been convicted of any state or federal crime that 1S
substantially related to the qualifications. functions and duties of a certified
public accountant or any crime punishable as a felony under any state or
federal statute and, after investigation by the board. it is determined that such
person has not been sufficiently rehabilitated to warrant the public trust, A
conviction means a plea of guilty. a plea of nolo contendere or a verdict of

guilty;

2) the applicant has engaged in acts of dishonesty, fraud or gross neglj ence in

the practice of public accountancy;

(3) the applicant’s certificate to practice public accountancy has been
cancelled, revoked or suspended by any other state or foreign country for any

reason other than failure to pay an appropriate registration fee in such state or

foreign country.

Sec. 5. K.S.A. 1997 Supp. 1-308 is hereby amended to read as follows: 1-
308. (a) A partnership, including a limited liability partnership, may engage in
practice in this state as certified public accountants, if it registers annually
with the board and meets the following requirements:

(1) At least one general partner thereof must be a certified public
accountant of this state holding a valid Kansas permit to practice;

(2) each partner thereof personally engaged within this state in a
practice of public accounting as a member thereof must be a certified public
accountant of this state holding a valid permit to practice;

(3) each partner thereof must be a certified public accountant in some
state in good standing; and

(4) each resident manager in charge of an office of the firm in this state
must be a certified public accountant of this state holding a valid permit to
practice.

(b) Nothing in this section shall prohibit a professional corporation from
practicing in partnership with one or more corporations or individuals and

ek
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being registered with the board as a partnership under this section if

(1) The professional corporation is duly organized under the
professional corporation law of Kansas and remains in good standing
thereunder:;

(2) all qualified shareholders hold valid permits to practice as certified
public accountants and, if engaged in the practice within this state, hold a
valid permit to practice issued by the board;

(3) each resident manager in charge of an office of the partnership in
this state is a certified public accountant of this state holding a valid permit to
practice issued by the board; and

(4) each individual practicing in partnership with the professional
corporation is a certified public accountant holding a valid permit to practice
and, if engaged in the practice within this state, holds a valid permit to
practice issued by the board.

(c) The term “resident” as used in this section, shall include a person
engaged in practice as a certified public accountant in this state, who spends
all or the greater part of such person’s time during business hours in this state,
but who resides in another state,

(d) Application for registration under this section shall be made upon
the affidavit of a general partner of the partnership. If the general partner
making application is a professional corporation, the affidavit submitted on its
behalf shall be executed by the president or secretary of such corporation. The
board shall in each case determine whether the applicant is eligible for
registration. No-feeshatt-be-eharsed. The board may charge a fee for the
registration of a partnership. |

(e) A partnership which is so registered in accordance with this section
may use the words “certified public accountant” or the abbreviation “C.P.A.”
in connection with its partnership name. Notification shall be given the board,
within one month, after the admission or withdrawal of a partner from any
partnership so registered.

(f) A professional corporation, proprietorship, limited liability company
Or general corporation which was organized for the practice of certified public
accountancy and which maintains an office in this state, may engage in the
practice in this state if it registers annually with the board and if it is in
compliance with requirements established by rules and regulations adopted by
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the board for such registration, which requirements shall be similar to the
requirements prescribed by this section for the registration of partnerships. A
professional corporation, proprietorship, limited liability company or general
corporation which is so registered may use the words “certified public
accountants” or the abbreviation “C.P.A.” in connection with its name. A
firm with only one permit holder may use the words “eesti ! >
“certified public accountant” or the abbreviation “C.P,A.” in connection with

its name. -Ne-fee-shatt-becharged. The board may charge a fee for the

registration of these firms.

(g) For the purposes of chapter 1 of the Kansas Statutes Annotated,
“registered firm” means any entity registered in accordance with K.S.A. 1-308
and amendments thereto.

Sec. 6. K.S.A. 1997 Supp. 1-311 is hereby amended to read as follows: 1-311
(a) The board may deny-an-apphieationfor-a-sertifreate, revoke or suspend any
certificate issued under the laws of this state including a Kansas certificate, or
any registration granted under K.S.A. 1-308, and amendments thereto, or may
deny-an-appheationfor-a-pesmit, revoke, suspend or refuse to renew any
permit issued under K.S.A. 1-310 and amendments thereto, may censure the
holder of any such permit, limit the scope of practice of any permit holder,
and may impose an administrative fine not exceeding $+660 $5000 plus costs.

including attorney fees, for any-one-erany-eembination each of the following

Causes:

(1) Fraud or deceit in obtaining a Kansas certificate, in obtaining registration
with the board under any law of this state, or in obtaining a permit to practice
as a certified public accountant, or renewal thereof, under K.S.A. 1-310 and
amendments thereto;

(2) dishonesty, fraud, or gross negligence in the practice of as-a public
acestitent accountancy,

(3) violation of any of the provisions of subpart (2)(B) of subsection (b) of
K.5.A. 1-302b or 1-316 and amendments thereto or any rule or regulation of

2=
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(4) willful violation of a rule of professional conduct promulgated by the
board under the authority granted by K.S.A. 1-202 and amendments thereto;

(3) the certificate or permit holder has been convicted of any state or federal
crime that is substantially related to the qualifications, functions, and duties of
a certified public accountant or any crime punishable as a felony under any
state or federal statute. A conviction means a plea of guilty_ a plea of nolo
contendere or a verdict of guilty. The board may take disciplinary action
pursuant to this section when the time for appeal has elapsed, or the judgment
of conviction has been affirmed on appeal or when an order granting
probation is made suspending the imposition of sentence.

£M(6) cancellation, revocation, suspension or refusal to renew the authority to
practice as a certified public accountant or a public accountant i by any other
state or foreign country for any reason other than failure to pay an appropriate
registration fee in such other state or foreign country : or

£8)(7) failure to comply with the DEer gttty review program required by
K.S.A. 1-310 and amendments thereto;

(b) All administrative proceedings pursuant to this section shall be conducted
in accordance with the provisions of the Kansas administrative procedure act
and the act for judicial review and civil enforcement of agency actions.
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Mr. Chairman, members of the Committee, my name is

Paul Allen. I am Vice-Chair of the Board of Accountancy,
the state 1licensing and regulatory agency for certified
public accountants. I am here today to testify in favor of

House Bill 2766.

House Bill 2766 incorporates House Bill 2620
previously introduced in this Committee providing for civil
fines and costs against any unlicensed person who violates
the laws and regulations enforceable by the Board.

The Board believes that this additional enforcement tool is
needed for the following reasons:

1. The Board needs an enforcement mechanism to reach
individuals who do not currently hold licenses.
For example, the Board could use civil penalties
to enforce its laws and regulations against former
CPAs who continue to hold themselves out as CPAs,
but who are not currently licensed because of a
prior revocation.

2. The statute will give the Board the ability to
take enforcement actions in a non-criminal
setting, which previously had to be referred as a
criminal matter. This gives the Board a critical
new enforcement option, which could be used in
settings where criminal charges are not justified
or are deemed to be too strong for the offense.

3. The current criminal sanctions may at times impose
undue burdens on overworked local prosecutors who
may not be well equipped to deal with the Board’s
enforcement issues. On occasion, the Board has
encountered problems in gaining timely 1local
prosecutorial interest regarding a clear violation
of the Board’s statutes and regulations.
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4. Finally, in comparison with many other
occupational and professional boards established
by the Kansas Statutes, the Board of Accountancy’s
enforcement authority seems strangely limited.
The vast majority of other similar boards in the
state already enjoy civil penalty provisions
nearly identical to the one that we have proposed.
In the Board’s opinion, the danger to the public
from violations of the Board’s statutes and
regulations is at least as great as that posed in
many of the other professions and occupations
which are already subject to this type of civil
penalty provision.

Also included in House Bill 2766 1is an amendment to the
criminal penalty provision at K.S.A. 1-311, which increases
the top amount of a criminal fine to the same $5,000 amount

employed in the proposed civil penalty statute. Small
changes also have been made to clarify that separate fines
could be levied for each separate violation. This brings

the Board’s fine authority more into line with other Kansas
occupational and professional boards and provides an
important additional enforcement mechanism to the Board.
The persons regulated by the Board are, in many cases,
highly compensated professionals, and it is the opinion of
the Board that the current low fine authority does not
provide sufficient deterrence.

Finally, House Bill 2766 includes an amendment to firm
registrations at K.S.A. 1-308 to require proprietorships to

register on an annual basis, along with professional
corporations, limited 1liability companies and general
corporations. In addition, a provision has been added to

allow the Board to charge a fee for firm registrations,
which it currently does not possess.

In closing, it is the Board’s hope that these changes will
help the Board with it’s primary responsibility, which is
to protect the public interest, to deter violations of the
Board of Accountancy’s statutes and regulations, and
provide needed additional flexibility in the Board’s
enforcement response to those who are not deterred.

I will be happy to answer any questions that the
Committee may have.
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February 18, 1998
Chair Lane, members of the Committee:

I'am T.C. Anderson, Executive Director of the 2,600 member Kansas Society of Certified
Public Accountants.

I appear before you today in support of the Board of Accountancy’s effort to assess civil
penalties against non-licensees who violate the accountancy statutes (New section 1 of
H.B. 2766) , and its desire to require annual registration of CPA proprietorships (Section
2 of the bill) and to discuss briefly with you our organization’s concerns regarding
Section 3 of the bill.

With regard to New section 1, I think you should be aware that the civil fine language, as
I read it, would allow the Board of Accountancy to stack violations for which the fine
could be $5,000 for each one. As an example, if I, a non-CPA, did 20 tax returns and
signed them T.C. Anderson, CPA, the Board could count each tax return as a violation
and assess me a civil fine of up to $100,000, plus costs. Whether you wish to place some
type of limit on the amount of the fine is a policy question for you to decide.

Three years ago this Committee and the Legislature granted the Board of Accountancy
the authority to assess civil fines against certificate and permit holders in an amount not
to exceed $1,000 for any one or any combination of the eight causes listed on pages 3
and 4 of H.B. 2766. These fines were in addition to the power of the Board to revoke or
suspend a CPA certificate or to revoke, suspend or refuse to renew any permit.

Since that time the Board has used that new civil fine authority twice and only once for
the maximum amount.

Now the Board is seeking authority to increase the civil fine it can assess against
certificate and permit holders to an amount not exceeding $5,000, plus costs, including
attorney fees , for each violation of a revised list of seven causes. This would grant the
Board the authority to assess fines in the $10,000 to $15,000 range. A healthy increase to
say the least, when the Board has the authority to revoke or suspend the license.

The Kansas Society would like to discuss this issue of civil fines in depth with the Board
of Accountancy and bring back to you next year a new bill that is clearly drafted, easily
understood and fair to both the Board and the licensee.

Thus we would ask you to delete Section 3 from H.B. 2766. In addition, if you wish to
recommend Sections 1 and 2 favorable for passage we would ask that you delete the term
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“or any entity” from line 20 on page one, correct the spelling of accountant on line 3 of
page 3 and make any other the amendments you feel necessary.

However, in the event you feel there is an urgent need for the Board of Accountancy to
increase the amount of civil fines it can assess against licensees, the Kansas Society
would support some increase provided two changes are made to the list of events that
would trigger the fines.

We are not opposed to your increasing the civil fine amount to $2, $3, $4 or even $5,000
plus costs, including attorney fees for any one or any combination of the causes if the
following amendments are included:

First, the new language related to a violation of “any rule or regulation of the board”
should be moved from (3) on line 25 of page 3 to (4), and inserted following the word
violation. This would require the Board to prove a willful intent on the part of the
licensee who misses a deadline, etc., before the civil fine could be imposed. Nearly half
of the Board’s rules deal with the rules of professional conduct and the law you passed
three years ago requires that there be a willful violation of these rules prior to the
assessing of any fine. We believe the willful standard should apply to all rules and
regulations.

Secondly, we feel the new language in (5) on line 35 is overly broad and vague as it
relates to a certificate or permit holder being convicted of any state or federal crime that
is substantially related to the qualifications, functions and duties of a certified public
accountant. I was going to suggest that while this may be a term of art often used in the
legislative process, it was foreign to state accountancy statutes; but as I began my
research with the accountancy law of the state of Missouri there the words were.
However, following the phrase in the Missouri statute was clarifying language including
“an essential element of which is dishonesty or fraud.” Such an amendment would
definitely clarify the matter for licensees.

Thank you and I'll stand for questions.
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tered may use the words “certified public accountants” or the abbrevia-
tion “C.P.A.” in connection with its name. A firm with only one permit
holder may use the words “certified public asegurt” or the abbreviation

—— accountant

“C.P.A." in connection with its name. Ne fee shall be eharged The board
-may charge a fée for the registration of these firms.
" (g) * For the purposes of chapter 1 of the Kansas Statutes Annotated,

“registered firm” means any entity registered in accordance with X.S.A.

1-308 and amendments thereto."

Sec. 3. K.S.A. 1997 Supp. 1-311 is hereby amended to read as fol-
lows: 1-311. (a) The board may deny an application for a certificate, re-
voke or suspend any certificate issued under the laws of this state includ-
ing a Kansas certificate, or any registration granted under K.S.A. 1-308,
and amendments thereto, or may deny an application for a permit, re-
voke, suspend or refuse to renew any permit issued under K.5.4. 1-310
and amendments thereto, may censure the holder of any such permit,
limit the scope of practice of any permit holder, and may impose an

administrative fine not exceeding $1,000.$56898 plus costs, including ai-
torney fees, for any ene or any eombination ZITA of the following causes:

—$2, $3, $4 or $5,000

(1) Fraud or deceit in obtaining a Kansas certificate, in obtaining
registration with the board under any law of this state, or in obtaining a
permit to practice as a certified public accountant, or renewal thereof,
under K.S.A. 1-310 and amendments thereto;

(2) dishonesty, fraud or gross negligence in the practice a3 & of public
aeesuntant accountancy; .

(3) violation of any of the provisions of subpart (2)(B) of subsection

(b) of K.S.A. 1-302b or 1-316 and amendments thereto or -

any order of the board,
(4)  willful violaﬁqn ofia rule of professional conduct promulgated by

any one or any combination

the board under the authority granted by K.S.A. 1-202, and amendments
thereto; )

&) eomvietion of a felony under the lews of any state or of the United
States:

(6} eonvieton of any erime; an essential element of whick is dishon-
eﬁ%&&&m&a&e%é&y%&é%ﬁ%%ﬂ?

(5) the certificate or permit holder has been convicted of any state or

federal crime that is substantially related to the qualifications, functions

and duties of a certified public accountantor any crime punishable as a

any rule or regulation of the board including

— , an essential element

felony under any state or federal statute. A conviction means @ plea of
guilty, a plea of nolo contendere or a verdict of guilty. The board may
‘ake disciplinary action pursuant to this section when the time Jfor appeal
has elapsed, or the judgment of conviction has been affirmed on appeal
or when an order granting probation is made suspending the imposition
of sentence;

of which is dishonesty or fraud,

#t
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The Board of Accountancy requires permit-holding CPAs
to obtain 80 hours of continuing education in the biennial
renewal period, with a mandatory 40 hours in each vyear.
While House Bill 2765 does not change the 80 hour
requirement, it does change the mandatory 40 hour per year
requirement and further allows the Board to set the
requirements for obtaining the 80 hours in its rules and
regulations.

Also, because of a terminology change, the term
“quality review” has been changed to “peer review”.

In addition, language has been added granting an
exemption from the continuing education reporting
requirements to a permit-holding CPA whose principal place
of business is in another state; and who has met the
education requirements in that state; whose state the Board
has deemed to have substantially equivalent reqguirements to
the requirements in Kansas and that state has extended the
same exemption to Kansas.

Other states have adopted this provision in order to
ease the reporting requirements for those who hold
reciprocal licenses.

For clarification purposes, we ask that the word
“accounts” which appears on page 1, line 9 of the title, be
changed to “accountants”.

The Board of Accountancy requests favorable passage of
House Bill 2765.

I will be happy to answer any questions that the
Committee may have.



