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TITLE 1 - e
LEGISLATIVE RULES ' '
BOARD OF ACCOUNTANCY
SERIES 1
BOARD RULES AND
RULES OF PROFESSIONAL CONDUCT

§ 1-1-1 General.

1.%. Scope. -- -Fhese This Legislative swles rule
estabkliish establishes general rules for the regulation of the

practice of public accounting, including the certificaticn and
licensure of certified public aceountants and the registration
and licensure of public¢ accountants.

1.2 aAuthority. -- W.Va. Code §30-9-3.

1.3 Piling Date. --

1.4 Effective Date. --
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§ 1-1-2 Definitions
As used in &kese this Ruies Rule, thes following words

and terms have the following meanings, unless the context
clearly indicates otherwise:

2.1 ‘thccredited school'" means any four-year,
degree-granting college or university accredited at the time of
an applicant’s degree or attendance by the:

a. Middle States Assocization of Colleges

and Secondary Scheools;

b. New England Asscciation of Schocls and
Colleges; T




¢. North Central Associaticn of Colileges

and Secondary Scheols;
d. XNorthwest Asscciation of Schools and
Colleges; - -

e. Southern Association of Colleges and
Schools; or

f. Westerm association cf Schools and
Colleges.

2.2 YAct" means the provisions of West Virginia Code
30-9-1, gt seqg.

2.3 "Assurance" means any act or action, whether
written or oral, expressing an opinieon or conclusieon about the
reliability of a financial statement or about its conformity
with any financial accounting principles or standards.

2.4 "Board® means the West Virginla Board cof
Accountancy provided for in the Act.

2.5 "Certificate! means a certificate as a certified
public accountant issued by the Board pursuant to the West
Virginia Code or corresponding provisions of prior law or a
corresponding certificate as a certified public accountant
issued after examination under the laws of any other state.

2.6 "Client" means a person or eatity that contracts
with or retains z firm for performance of public accounting
services. o

2.7 "Domicile™ means the situs of the applicant’s
permanent residence, even though he may, at the time of making

application, ke residing elsewhere. Domicile is a question of

fact in each case and is established only by concurrence of the




actual residence coupled with the intent to make swehr the
residence the applicant’s permanent residence.

2.8 "Financial statement"” means a writing or other
presentation, including accompanying notes, which presents, in
whole or in part, historical or prospective financial pesition,
results of operaticons or changes in £inancial position or cash
flow of any person, corporation, partnership, or other entity.

2.9 "Firm" means a sole proprietorship, corporation,
partnership, professiconal asscciaticon, or any combination thereof
practicing public accountancy in West Virginia.

2.10 "License" means a license to practice public
accounting issued annually under the Act and ;he&e ;Q;g Rules Rule
and "licensee" means a person holding such a license.

2.11 "Place of business" means the location within the
State of West Virginia where a perscn i1s actually engaged in a
lawful business.

2.12 ."Practice of public accountancy" or '"public
accounting® means (i) the giving of an assurance, in z report or
otherwisge, whether expressly or implicitly ox (il) in the case of
a person holding himself out as a certificate holder or for
purposes of sibgection 7.2 of thesg Rulas, the performance or
offering to perform any service involving the use of accounting or
auditing skills, including, but not limited to, management
advisory or ccnsulting services, the preparation cof tax returns,

the rendering of tax services, the keeping of bocks of account and




related accounting records, and the preparation of firangial
statements without the expression of an assurance: Provided, That
an emplovee giving assurances tc or performing such services Zor
an emplover shall not be considered to be practicing public
accountancy.

2.13 "Reglstered" or "registrant" means a person
registered, but not certified, by the Board under prior law as a
public accountanit: before January 1, 1887, and "registration" means
such registration. _

2.14 "Report" or "reports,” when used with reference to
financial statements, means an opinion or disclaimer of opinion or
other form of language or representation which states or implies
any form of assurance or denial of assurance.

2.15 "Rutes Rule" means &hese this Board Ruies Rule and

Rules of Professional Conduct.

2.16 "State" means any state of the United States, the
District of Columbia, Puerto Rico, the U.S. Virgin Islands or
Guam, and "this State” means the State of West Virginia.

§ 1-1-3 Board Organization and Proceedings.

3.1 Board Name. ~- The Board shall be known as ths
"West Virginia Board of Accountancy.”

3.2 Officerg. -~- At its first meeting after July 1 of
each year, the Beoard shall elect a president, a vice president, a
secretary, and an assistant secretary from among its members. &all

officers shall be elected for a term of ocne (1) year and each




shall continue in office untll his successor has been elected and
qualified or until his term as a member of the Board expires.

3.3 Meetings. -- The Beard shall meet in Charleston or
elsewhere in West Virginia as it may elect, at least twice each
year, and shall remain in session as long as necessary in order to
transact its business. Meestings shall be held upon notice by the
president of the Board or by joint call of any three (2) of its
members and may be held at any reascnable time or place desigmated
in the notice of the meeting.

3.4 Quorum. -- A majeority of the Board shall
constitute a quorum for the transaction of business.

3.5 Office and employees. -- The Board shall establish
an office in West Virgirnia, 1f it is considered necessary and
desirable, to transact the day-to-day business of the Board and
for the maintenanc§ of its files and records. The Board shall
designate one (1) of its principal offigers or any other person as
the executive officer in charge of its office and shall arrange
his compensaticon in the Zorm of a per diem allowance or as salary.
The executive officer, with the approval cf the Board, may employ
such assistance as may be necessary for the efficient performance
of his duties.

3.6 Records. ~- The Board shall designate and cause to
have prepared such forms as it shall consider necessary or
expedient to the discharge of 1ts duties, the convenience of
applicants for registraticn or examination, and the compilaticn of

proper records.




As soon as practicable after July 1 of each vear the Board
shall publish a roster showing the names and addresses of all
certificate holderxs and registrants who hold licenses during the
fiscal year beginning on that date.

§ L-1-4 Registration of Public Accountants.

Registrants shall continue to be recognized as such as
provided in the Act. No registrant needs to reregister or take

cther action to continue the affectiveness of sueh the

registration upon the effective date of these Rules this Bule,
Nothing in shese—Rules Lhis Rule shall be comnstrued to reguire the

certification of reglstrants.

§ 1-1-5 Certification.

5.1 The Board shall issue a certificate to any applicant
whoe satisfies each of the requirements of this section,

5.2 Rge. -- b5n applicant for certification shall be
over the age of eighteen (18) years.

5.3 Good character. -~ An applicant for certification
shall have fiscal integrity and no history of acts involving
dishonesty or acts which would constitute a viclation of shege
Radles this Rule. The Board may deny certification upon a finding
supported by clear and convincing evidence of a lack of good
character.

5.4 An applicant for cextification shall be demiciled,
or employed on a full time basis in West Virginia. _

5.5 Education. -- An applicant for certification shall
have completed the following educational requirements:

{a) If applicaticn is made pricr te July 1, 2000, ths




cbtainment of a baccalaureate or equivalent degree conferred by an
accradited scheol with a concentration in acgounting or its
equivalent; sush the application must be submitted by a qualified
candidate on Board approved form(s) with the required
decumentation. An applicant will be censidered to be in
compliance with the educational reguirement of this subsection as
long as the applicant otherwise continues to meet the
qualifications for certification examination under subsection 6.1
of these—wwules this rule.

(b)Y If zpplication is made on or after July 1, 2000, the
satisfactory completion of cne hundred fifty (15C) semester hours
or their ecuivalent at arn accredited school, inecluding the
cbtainment of the aforesaid degree.

5.6 An applicant for certification shall have
satisfactorily compieted the examination provided for in section §
of SheseRwles thig Rule. The Beoard may, in its discretion, issue
a certificate to any person who possesses the other gqualifications
stated in this section, and who (a) is the heolder of a certificate
issued under the laws of any state which extends similar
privileges to certificate holders of this State: Provided, That
the regquirements for sush the certificates in the state which has
granted the certificate are, in the opinion of the Board,
equivalent to those required by &hese-—sules this rule; or (b) is
the holder of a certificate, or the equivalent thereof, granted
under the authority of a.foreign natieon: Provided, That the
regqulrements for suesh like certificates in the foreign nation are,
in the opinion of the Board, equivalent to those required by £hese

=




roes this rule.

5.7 Prior Certificants. -~ Persomns who, on July 1,
1983, held certificates &heraesefeore vraviously issued by the Board
ares not be reguired to obtain additicnal cerxtificates, but
arxe otherwise be subject to all provisions of EheseTRules

this Rule. Suer The certificates shall, for all purposes, be

censidered certificates issued under and subject to &keseRules
this ERule.
5.8 Practice by nonresidents., -- A person holding a

certificate of. registration issued by the accountancy board or
commissicon of ancther state or jurisdiction may temporarily
practice in this state on professional business incidantrpo his or
her regular practice: Provided, That he ¢r she shall in susk the
practice be governed by &hese—Ruwies this Rule and shall pay the
feeo fo; a current license to practice, as provided in section 12
of thesePRules this Rule.

Evidence of a viclation of any Rule shall f£irst be
submitted to the accountancy board or commission of the state from

which swek this person holds his or her certificate ox

registraticn, and proceedings shall be instituted by this Rcard
cnly in the event that such board or commission fazils or is unable
to tazke appropriate actiom.

§ 1-1-6 Examination for Certificate.

6.1 Application. =-- Applicants for certificate
examination must meet the reguirements Qf subsections 5.1, 5.2,
5.3, 5.4 and 5.5 of Ehese—sules this rule and must complete the
application form prescribed by the Board and furnish all

information,




documentation, and references reguired £hexe in the application,
as well as the examination fee provided for in section 12 of thess
Rutes this Rule. Complete applications must be £iled with the
Board at least three (3) months prior to the examination which the
applicant for certification desires to take. If the pezsom
candidate falls teo zattend three consecutive examinations he or she
must complete a new application for certification examination
under the requirements existing at the time the new application is
completed.

5.2 Notice and Procedure. -- The Board will conduct an
examination in May and November of each year for applicants for
certification approved by the Board. The applicants approved as
candidates for examination will be notified in writing teo the
addres; stated in their applications of the exact place of the
examination and the dates and hours at which the subjects
specified in subsectlion £.3 of this rule will be given.

A1l examination answerd shall ke completed on materials

provided by the Board. The Board shall preserve #&&% zll

examination papers shaldi—bewreserved for a period of six (6)
months after each examination.

The examiners shall give Sandidaies candidates for

examination shall-be-given a card bearing a number. After the
card is completed, it shali-be-handed the candidate shall hand it
to the examiners at the beginning of the examination. The number
is for identification conlv and shall ke used on all papers
submitted by the candidate. If any candidate shsdl—sign sigps his

or her name or weite writes initials or other identification marks




upon his or her examination papers, such action shall be
considered as misconduct and shall be sufficient cause for
rejecting his or her examinaticn papers.

6.3 Examination subjects, grading, reexaminations. --
Examinationsg will include guestions or proklems on accounting
practice, theory of accounts, auditing, commercial law, or such

other areas as the Board may prescribe. 3Beginning in Mav 1994,

the examination will be a tweo-dav examination comprising 15 1/2

beurs. The examination will e administered everv Mav and

November on Wednesday and Thursday. The examination secticons

ghalr consist of, Financial Accounting & Reporting-RBuginess

Enterprises; Accounting & Reporting-Taxation, Managerial, and

Covernmental and Not-for Profit Organization:; Auditing: and

Busirnesgs Iaw & Profesgional Responsibilities.

The candidate will be required tc make a grade of not less

than seventy-five percent (75%) in each examination subject before

he or she will be declared tc have passed the examinaticn.




If a candidate 1g sitting for the examinztion for the

first time at the May, 1994 examination or thereafter and passes
Ewoc or more bui neot all sectioms, then the Board shall give the B

candidate ghall - bagiven gredit for those sections that the

candidate has vpassed and need not sit for reexamination in those

sections, vwrovided that:

(&) the candidate wrote all sections of the examination at

that sitting:

{b) the candidate attained a minimum grade of 50 cn each

section not passed at that sitting:

(e} the candidate vagses the remaining sections of the

examination within six congecutive examinations given

afrer the one at which the first sections were passed;

=} at each subseguent sitting at which the apnlicant seeks to

pass_any additional secticns, the candidate writes all

sections neot yet passed; and

() = in order toc regeive credit for passing additional sections

in anv gwel subgecuent gitting, the candidate attains a

minimum grade of 50 on sec¢tions written but not passed

sdeh at that sitting.

A candidate who sat for and vassed part of the examination

pricr to Mav, 1994 will retain said the credit(s) and skall -bae

aiven the Board shall give the candidate c¢redit for sections

passed on May, 1994 or after provided that:

{a} the ¢andidate wrote 3ll remaining secticons of ths
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examination at the May, 19%4 and subseguent examinations;

{b) the candidate attained a minimum grade of 50 on each

section not passed at that sittine and

() the candidate passes the remaining gections ¢f the

examination within six consecutive examinations given

after the cone at which the first section(g) were pasgsed,.

The Board shall give Z g candidate shall ba gizn-s sradit

for any and all sections of an examination passed in another sktate

if suelk credit would have been given, under then avplicable

regquirements, if the candidate had taken the examination in this

State.

The Board mav _in particular cases waive or defer any of

the reguirements regarding the gcircumsikances in which the warious

secrions of the examination must be vassed, upeon a showing that,

by reason of circumstances bevond the candidate’s contrel, the

candidate was unable to mest suwek the regquirement.

§ 1-1-7 Licensure.

7.1 _ License yrequired, -- &Ll registrants and
certificants shall annually cbtain or renew a license from the
Board in order to practice public accounting. Iicenses shalil-—be
are valid for a periocd of one. (1) year (or portiom thereof) ending
on June 30 of each year.

7.2 Application. -- Applicants for licensures ox
licensure renewal must complete the forms prescribed by the Board
and furmish all information and documentation reguired £hexein the

form, as well as the license fee provided for in section 12 of

Ehese—Tiides this Rule.
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7.3 Continuing education. -- Effective July 1, 1951,
certificate holders applying for licensure renewal shall have
completed 120 hours of continuing education as provided for in
this subsection within the three prior calendar years, with at
least 20 hours in =sach such calendar vear: Provided, That fox
licenses effective July i, 1931, the total hour requirement shall
be 40 hours within calendar year 1530; and Provided, however, That
for licenses effective July 1, 1932 the total hour reguirement
shall be 80 hoursg within calendar years 13%0 and 1581, with at
least 20 hours in 13%1.

Any certificate holder applying for licensure who has nct
been engaged in the practice of public accountancy or held a
license tc practice public accountancy during the prior calendar
year shall be considered to have complied with the hourly
recquirements set forth in this subsection: Provided, That the
certificate holder completes 40 hours of continulng education
during the subsecuent calendar year and thereafter satlsfies =zll
otherwise applicable provisions of this subsectiomn.

Registrants are exempt from the reguirements of this
subsection.

7.3.1 Continuing education program guidelines.

Satisfaction of the reguiremenits of this subsection shall
be determined by the Board. In its evaluation of continuing
education programs, the Board shall apply the following standards:

(a) The program should contribute directly to the

professional competenge cf the individual;

(b) The stated cbjectives of a program should include

1z




(c)

the enhancement of the ability of the participant
which the program is intended to accomplish;

The education and/cr experience prerequisites

for the program should be stated;

{d}

by

Materials used in programs should be developed

gualified individuals for use with specified

teaching methods;

(&)

(£)

(2)

{4}

(5)

Frogram content should be current; -

Programs should ke reviewed by person{s) other
than the preparer to ensure compliance with
thege standards;

Qualifying programs include, but are not
necessarily limited te:

Coursas (and mini-courses) spomnsorad by

national ox state professional organizations.

Programs sponsored by other groups may be

approved if they meet the same educational

objectives;

University and college courses {other than

courses in principles of accounting) which

countribute to the professional competence

of the individual;

Formal home study courses; -
Firm "in-house" programs and programs
sponsored by accounting firm associations,

other than basic, "on-the-job" training;
Published books and articles, to & maximum

¢f €0 hours credit per publication; and

14




(&) Technical sessions at meetings of professicnal
organizations or other organizations of direct
interest and application to the practice of
public accountancy, such as the West Virginia
Tax Institute; and

() Qualifying programs do not include, for example,

time spent in:

(1} Providing services to clients;

(2) Presentations to nonprofessicnal groups
guch as schocls, civie, religious, or community
organizations; and

{3) Informal review of professional journals.

7.3.2 Continuing education program pre-approval, credits and
administration; additicnal credit for instruction.

(a) The Beoard encourages licensees, program gponsors,
and cther Iinterested persons to seek prior approval of
continuing education programs in order to facilitate the
administration of and compliance with this subsection.

(b) The Board will award &=e gne hour of credit will-be

awaxded for the completion of sach 50 minutes of actual
participatien in the program, or its lesson ecuivalent in a home
study course, as indicated on the certificate of completion.
The Board will not award Gredis credit wé%%—ae%-be—gé#ea ior
programs less than 50 minutes in length or partial hours of
program participation.

{c) The Board will grant Credit gredit wili-be—granted
for university or college courses at accredited scheols zs
follows:

15




{1) Applicants will receiwve 15 hours credit
for each s=mester credit hour earmed and
ten hours credit for each gquarter credit
hour earned; and

{2) Applicants attending noncredit courses will,
receive credit at the rate of one hour of
credit for each 30 minutes of in-class
participation.

(d) A _licensee mav claim Sxedit greditc may-be—ocliabmed

only for programs completed during the relevant calendar
vear(s), sxcept for gecod cause showil.

(&) Instructors in an approved program will receive
rhree hours credit for each hour taught for the first time they
reach a course, to a maximum of £0 hours credit per course per
vear. No credit will be given for subsequent teaching of the
same course, unless the course has been substantially updated.

If the same course is taught again in less than three years, ths

instructer must receive prioxr approval from the Boarxd for
additional credit.

7.3.3 Compliance monitcring.

(a) The Board will measure Sempiicnee compliance with
this subsection will—be—measuxed by the calendar year. All

licensees shall return an anmual continuing education reporting
form to the Board by January 21 of the fellowing year.

(b) Reporting forms must contain the licensee’s Board
certificate and license numbers.

(<) The Board will enter hours reported into the record
of the licensee in a master file with the designation of the

i




yvear and the number of credits and maintain in the master file
the licensee’s record of the current year and the past two
vears. In addition, the Board will maintain a file of
continuing education reporting forms for each licensee for four
years,

(d) The Board will annually provide a mailing to each
licenses which will provide a confirmation of the recerd for
review by the licenses so that corrective acticn can be taken if
there is an errcr or dispute.

7.3.4 Continuing education exceptions.

The following persons are exempt from the reguirements of
this subsectlon:

(a)Licensees over the sge of 65, all of whose serviceas
are rendered to an accounting firm: Provided, That sueh the
services must be reviewed and approved by another licensee who
has satisfied the regquirements of this subsection. The result
of all suek services going to the public must be presented under
the firm name. This exemption shall be based on a written
reguast from the individual and is subject to approval by the
Board; and

{&) Cther persons who demeonstrate good cause fox
exemption to the Board. & person not meeking the reguirements
of this subsection may apply to the Board for a waiver due toc
extenuating circumstances, such ag accident, illness, preguancy,
or such other circumstances as determined appropriate by the
Beard. This reguest must ke received by the Board by January 31
following the reporting periecd, except for good cause shown.

7.4 Work experience.

17




(a) Effective July 1, 1981, certificate holders
apelying for licensure shall have two years of public accounting
experience, satisfactory to the Board, or experiernce of such
length and character which, in the opinion of the Board, is
considerad the egquivalent of suek the public accocunting

experience. [The applicant must cbtain the qualifving experience

{3} within the immediate 4 vears pricr to successfullvy

completing the examination provided for in section 6 of this

rule if such experience was obtained vricr teo completing the

examination; or (b) if the experisnce was obtained aftex

completing rhe eaxamination, within the immediste 4 vears prior

te licensure. Persons holding cextificates pricr to July I,
1591, and registrants are exempt from the regquirements of thig
subsection. : -

Qualified applicants, who have submitted a complete
application prior to June 30, 1991 wiZd have until June 30, 19954
to successfully complete the certificate examination in order to
be exempt from the work experience reguirement of this
subsection.

(b) The recoerd of the applicant’s experience must be
verifised by notarized statements from the applicant’s present or
former employers or others who are familiar with swmek the
experience, The statements must set forth the spacific nature
and exact length of each type of qualifying experience. Proper
documentation. is essential in oxder that the recerd of
experience may properly be evaluated by the Bocaxrd.

7.5 Peer Review. -- The Board may, at its discretion,
provide for the review of any certificate holder (i) applying

18




for licensure renewal cr (ii} who the ZBoard has reason to

believe may be in vioclation of section 11 of £heseFRules fhis

rRule., In such cases, the Board may provide for reimbursement

and payment of those perscns conducting the review and shall set
forth in writing the scope and procedures of the review.

Nothing in this subsection is a preregquisite tc any other Boaxd
action under Ehese-—PRules this Rule, including bubt not limited to
section 13 of fkesge Rules this Rule.

§ 1-1-8Prchibited Acts.

8.1. A perseon who deoes not hold a valid license shall’
not (a) claim to hold one; (b) practice or offer to practice
public accountancy or public acecounting; or (<) make any other
claim of licensure or aprroval related to the preparaticon of
financial statements or expression of assurances thereon which
is false or misleading.

8.2 Except as set forth in this subsection, a person
who does not held a valid certificate shall not c¢laim to hoid

one or describe himself gr herself as or agssume any of the

following titles or designabtions: 'ecertified public
accountant, " "CPA," 'public accountant,® "RPA," "certified
accountant," YCA," "chartered

accountant, " "licensed accountant,' "La," "registered
accountant, " "RA," "indewendent auditor,' "auditor,¥ or similar

designation; provided that registrants may use the titles
"pubhlice accountant” or 'PA."
Partnerships practicing accountancy in this State may use

the aferesaid desgignations in this subsection or practice as

such, only 1f all the members of the partnership who practice in

19




this State are so licensed.

8.3 A person whe does not hold a valid license chall
not claim to have used "generally accepted accounting
principles," Ygenerally accepted accounting standards,' "public
accountancy standards,” "public accountancy principles,®
"generally 2ccepted auditing principles," or '"generally accepted
auditing standards,® in comnmecticon with his preparation of any
financial statement: nor shall he gor she use such terms in
describilng any complete or partial variation from such standards
or principles or to imply complete or partial conformity with
such standards or principles.

8.4 A person who does not hold a valid license shall
not use the werds "audit, " "audit report,” "independent auditg, "
"attest," Yattestation," "examine," "examinatiom," "opinion," or
"ravi;w" in a report on a financial statement.

8.5 A perscn who does not hold a valid license shall
neither state nor imply that he or she is tested, competent,
qualified, or proficient in financial standards established by
(i} the American Institute of Certified Public Accountants or
any agency thereof, (i1i) the Governmental Accounting Standards
Board cor any agency thereof, {iii) the Securities and Exchange
Commission or any agency therecf, (iv) the Financial Accounting
Standards Beard, or (v) any successor entity to an entity named
in this subssction.

8.8 No person who holds a valid license shall engage in
the practice of public accounting under a professicnal or firm
name or designaticn that contalns a name or term other than past
or. present partners, officers, or shareholders of the firm or of

20




a predecessor firm; nor shall any such perscon engage in the
practice of public aceounting under a professicnal or firm name
which is deceptive or misleading.

§ 1-1-2Inapplicablility of Rules.

5.1 Hothing contained in &heseRuies this Rule shall be
construed to prevent any person from describing himself pxr
herself as an "accountant" or a "bookkeeper" or from stating
that he gr she practiges accountancy or bockkeeping; ner,
subject to the licensure requirements impesed by shmese—sules
this rule on persons holding themselves out as certificate
holders, shall &hese Rules this Rule be construed to prevent any
person from performing services invelving the use of accounting
skills, rerddering tax services, management advisory or
consulting services, or in the keeping of bococks of account and
related accounting records, or from preparing financial
statements without the expression of an assurance.

8.2 Nothing contained in £hese Rules this Rule shall be
construed to prevent any person from stating that he or she has
prepared, compiled, assembled, or drafted a financial statement
if he or she does not use any additicnal language which
comprises an assurance.

2.3 The prohibitions of section 8 of this rule and the
other provisions of Ehese-Rules this Rule shall not be construed
to preclude the use of the following or substantially similar
language: "I (We) have compiled the accompanying (financizal
statements) o©f (Name of entity) as of (time period) for the
(period} then ended. .2 compilation is limited to presenting in
the form of financial gtatements information that is the

21




representation of management {owners). I (We) have not audited or
reviewed the accompanying financial statements and, accordingly,
do not express an opinion or any other form ©of assurance on them.
Management has elected to cmit substantially all (or certain)
required disclesures {(and the statement of changes in financial
position or cash flows). If the omitted disclosurses were included

n the financial statements, they might infiuvence the user’s

(28

conclusions about the (entity’s) financial positicn, results of
cperations, and changes in financial positien {(or cash fiows).
Accordingly, these fimancial statements are not desigmed for those
who are not informed about these matters.”

9.4 Nothing contained in £hese—meiles this Rule shall be
construed Lo prohibit an employee from furnishing services to his
or her employer.

§ 1-1-102c¢eounting Corporations.

10.2 One or more licensees may organize and kecome
shareholders of an accounting corperation subject Lo the
requirements of this section.

10.2 No accounting corporaticon shall exist or transact
buginess as such without the prior authorization of the Board.
Applicants for susk authorization shall complete an application
form, furmish all other documents and information reguested by the
Beard, and pay the fee set forth in section 12 ¢f fhese—TFmltes this
Rule.

10.3 The Beard shall not authorize the organization of an
accounting corporation unless, in addition te the other
reguirements set forth in &hese-Bules this Rule, the applicants
comply with the following reguirements:
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{a) The sole purpase and business of the corporation
must be to furnish to the public gservices not inconsistent with
the Act or &EkesceRules Lfhiis Rule: FProvided, That the corporation
may invest its funds ir a manner not incompatible with the
practice of public acecounting:

(b) Each shareholder of the corporaticon must bhe a
certificant or registrant of some state in gocd standing and must
be principally employed by the corporation or actively engaged in
its business. No other person shall have any interest in the
stock of the corporation. The principal officer of the
corporation and any officer or director having authority over the
practice of public accounting by the corporation must be a
certificant or registrant of some state in good standing:

(<) At least one shareholder of the corporation must _be
certified or registered in this State;

{d} Each resident manager in charge of an office of the
corporation in this State and each shareholder or director
personally engaged within this State in the practice of public
accounting must be certified or registered in this Stater

{e) In order to facilitate compliance with the
provisions of this secition relating to the ownership of stock,
there must be a written agreement binding the corporation or the
qualified shareholders to purchase any share offered for sale by,
or net under the ownarship or effactive contrel of, a gualified
shareholder and binding any holder not a gualified shareholder to
sell such shares to the corporation or the qualified shareholders.
The agreement must ke contained in writing on each certificate of
corporate stock. The corporation may purchase any amount of its
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stock for this purpose, notwithstanding any impairment of capital
50 long as one share remains cutstanding; ang

{f) Wnen not inceonsistent with this section, the
organizaticon and procedures of accounting corporations shall
conform zo the requirements cof W.Va. Cede § 31-1-1, et sed.

10.4 Upon receipt of the authorization regquired by
subsecticn 10.2 of £kese Rules Lhis Rule, an accounting
cdfﬁggatioﬁ shall promptly cause te be filed in the office of the
Secretary of State a certified ¢opy of the authorization. No
accounting corpcraticn shall transact business as such until it
has received (i) a certificate of Incorporaticn from the Secretary
of State and (ii) filed a certified copy of sueh the certificate
with the Board. e

1.5 An accounting corporation may render public
azccounting services only through officers, employees, and agents
who are licensees within this State. The term “employee™ or
ragent, " as used in this subsection, doess not include secretaries,
clerks, typists, or other individuals who are not usually and
ordinarily considered by custom and practice to be rendering
public accounting services.

10.6 This section does not modify the law as 1t relates to
the relationship batwsen a person furnishing accounting services
and his or her client, nor does it modify the law as it relatss to
the liability arising out of such a professional service
relationship. Except for pesrmitting an accounting ceorpeoratiomn,
this section is not intended to modify any legal requirsment or
court rule relating to ethical standards of conduct required of
persons providing accounting services.
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10.7 The corporate name of an accounting corporatiom shall
contain the last name or names of cone or more of its shareholders
or include the name or names of former shareholders or of persons
who were associated with a predecessor partnership or other
organization. The corporate name shall also contain the words
"agecounting corpeoration," cor the abbreviation YA.C." Thes use o=
the word "company," "corporation," or "incorporated," or any othexr
words or abbreviations in the name of an accounting corporatien
organized undex this section 10 which indicate that swehr the
corporaticn is a corporation, other than the words “"accounting
corporaticn” or the abbreviation "A,C.," is specifically
prohibited.

§ 1-1-11Rules of Professicnal Conduck.

11.1 Independence, Integrity, and Objectivity.

(a) 4 licensee shall be independent in the performance
of professional services.

(b) In the performance of any professicnal service, a
licengee shall maintain cobjectivity and integrity, shall be free
of conflicts of interest, and shall not knowingly misrepresent
facts or subordinate his or her judgment to others.

11.2 General Standards; Accounting Principles.

(a) A licensee shall:

(1) Undertake onlv those professicnal services that
the licensee or his or her firm can reasonably expect
to be completed with professional competence:

(2) Exercise duaz professional care in the performance
of professional services:

{3} Adeguately plan and supervise the performance of
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professional services: and

{4) Cbtain sufficient relevant data to afford a reason-
able basis for cenclusions or recommendations in
relation te any professional services performed.

(b} A licensee who performs auditing, review, compillation,
management advisory, tax, or other prcfessional services shall
comply with the recognized professional standards applicable to suer
ths services.

(c) 2 licensee shall not (1) express an cpinicen or state
affirmacively that the finaneial statements or other financial data
of any entity are presented in conformity with generally accepted
accounting principles or (2} state that he or she is not aware of
any material modifications that should be made to suek the
statements or data in order for them to be in conformity with
generally accepted accounting principles, if suweh the statements or
data_contain any departure from any accounting principle promulgated
by bodies designated to establish such principles that has a
material effect on the statements or data taken as a whele. IZ,
however, the statements or data contain such a departure and the
licensee can demonstrate that due to unusual circumstances the
financial statements or data would otherwise have been misleading,
the licensee can comply with the rule by describing the departure,
its approximate effects, if practicable, and the reascns why
compliance with the principle would result in a misleading
statement.

11.32 Responsibilities to Clients.

(&) A licensee shall not disclose any confidential

client infermatien without the specific consent of the client.
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This rule shall not be construed (i) tec relieve a licensee of his
or her professional obligations under subsecticn 11.2(b) and (¢}
of these Rules this Rule, (il) te affect in any way the cbligation
te comply with a validly issued and enforceable subpoena or
summens, {iii} to prohibit review of a licensee’s professicnal
practice under subsection 7.5 of these Rules, or {(iv) To preciude
a licenses from initiating a complaint with or responding to any
ingquiry made by a recognized investigative or disciplinary bkody.

dMembers of a recognized investigative aor disciplinary body
and professional practice reviewers shall not use to their own
advantage or disdlose any licensee’s confidential client
information that comes to their attention in carrying out their
official responsibilities, However, this prohibition shall not
restrict the exchange of informaticn with a recognized
investigative or disciplinary body or affect, in any
way, compliance with a validly issued and enforceavle subpoena or
summons.

(b) Public accountancy service shall not be rendered ox
offered for a fee which shell—be is contingent upon the findings

or results of ssek the service. This xuile subsecticn does not

apply to cases involving federal, state, or othexr taxes, in which
findings are those of the tax authorities and nct those oI the
accountant, TFees to be fixed by courts or other public
authoxities, which are therefore of an indeterminate amount at the
time when an engagement is undertaken, are not regarxded as
contingent fees within the meaning of this subsection.

11i.4 Responsibilities to Colleagues [RESERVED]

11.5 Other Responsibilities and Practices,
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(a) 2 licensee shall not commit an act discreditable to

the public accounting profession.

(b) % licensee shall not seek tc oktain clients by
advertcising or other forms of solicitation that is false,
misleading, or deceptive. Solicitaticon by the use of coercion,
over-reaching, or harassing conduct is prchibited.

(<) The acceptance by a licensee in public practice of
a payment for the referral of products or services of others to a
client igs prohibited. Such action is considersd to create a
conflict of interest that results in a loss of cobjectivity and
independence.

& licensee shall not mzke a payment to cobtain a client.
This rule shall not prohibit payments for the purchase of an
accounting practice or retirement payments to individuals formerly
engaged in the practice of public accounting or payments te theix
heirs or estates.

(d} A licensee may practice public accounting only in
the form of a proprietorship, a partnership, or a professional
corporation whose characteristics conform to these—Rures this
Rule.

A licensee shall not practice public acccunting under a
firm name that is misleading. XNames of one or more past partners
or shareholders may be included in the firm name of a successor
partnership or corporation. Alsc, a partner or sharsholder
surviving the death or withdrawal of all other partners cr
shareholders may continue to practice under such name which
includes the name of past partners or shareholders for up to two
vears after becoming a sole practitioner.
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A firm may not designate itself as a member of a
professional organization unless all of its partners or
ghareholders ars membars of the crganization.

§ 1-1-12F=zes.

An zpolicant shall tender Feeas fees for examination

(section § of theseRules this Rule), reexamination (secticn & of
Emese-Rules this Rule), ocut-of-state examination proctoring,

licenses and renewals (secticn 1 of &heseRuwles this Rule),

certificates (section 5 of shese—Rules this Pule), corporation
registration (section 10 of theseRules this Rule), and such other
services as the Beoard shall prescribe shaltli—be tendexed to the

Becard at the time of filing. ALl fees are nonrefundable and shall
not be prorated. The Board may, in its discretion, return all or
part of a fee accompanying a filing which the Board declines to
process and returns to the applicant.

§ 1-1-13Discipline and Enforgement, -

13.1 Censure, reprimand, revocation and suspension of
certificates, registrations, and licenses. -- After notice and
hearing, as provided in W.Va. Code §3C-1-1, et seg., the Board may
censure or reprimand any certificant or registranit, revokes or
suspend anv certificate or registration, and may refuse to issue,
or refuse to renew, any licenge, for any cone or combination of the
following causes:

(a) Fraud or deceit in obtaining a certificate,
registration, or license_

() ©Dishonesty, fraud, or gross negligence in the
practice of public accounting;: .

{e¢) Violation of thig Rule Ebhese—Rules:
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{d) Conviction of any felony, or any crime an_element of

which is deceilt or fraud, under the laws of any state oxr of the
United States;

{e) Cancellation, revocation, suspension, or refusal to
renew authority to practice public accountancey by any other state,
for any cause other than failure to pay an annual license fse in
gwer the cther state;

{f) Habitual drunkenness, addiction to the use of
hablit-forming drugs, mental incompetence, or gress immorality; and

(g) TUnlawful practice of law as defined by the West
Virginia Supreme Court of appeals and/or statutcry law of this
State. -

13.2 Injunction against unlawiul acts. -- Any person may
bring tc the attenticn of the Board suspected viclations of
section 6 of the Act. At its discretion, and following whatever
investigaticn it considers appropriate, the Board may apply to any
court of competent jurisdiction for an order enjeining swss the

viclations as provided in section 8 of the Act.
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WEST VIRGINIA LEGISLATURE

; LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

Room M-132, State Capitol
Charleston, West Virginia 25305
(304) 340-3286

Senator Joe AManchin 11T, Co-Chair
Delegate Brian A. Galiagher, Co-Chair

September 28, 1593

NOTICE OF ACTION TAKEN BY TEGISIATIVE RUTLE-MAKING REVIEW COMMITTEE

FiLk
Ger 4 112089

FFIGE CF WEET VIZOINIA
O LRRETARY OF STATE

Debra A. Graham, Counsel
Marie Nickerson, Admr. Assistanr

TO: Ken Hechler, Secretary of State, State Register

TO: Donald H. McIver, Jr., President
WV Board of Accountancy
201.L & S Building
812 Quarrier Street
Charleston, WV 25301-2695

FROM: legislative Rule-Making Review Committee

PROPOSED RULE: Board Rules and Rules of Professional Conduct

The Legislative Rule-Maklng Review Committee recommends that the West

Virginia Legislature:

1. Authorize the agency to promulgate the Legislative Rule

(a) as originally filed

(b) as modified by the agency X

2. Authorize the agency to promulgate part of the Legislative
rule; a statement of reasons for such recommendation is

attached,

3. Authorize the agency to promulgate the Legislative rule
with certain amendments:; amendments and a statement of

reasons for such recommendation is attached.

4. Authorize the agency to promulgate the Legislative rule
as modified with certain amendments; amendments and a
statement of reasons for such recommendation is atitached.

5. Recommends that the rule be withdrawn; a statement of

reasons for such recommendation is attached.

Pursuant to Code 29A-3-11(c), this notice has been filed in the State

Register and with the agency proposing the rule.




