AN ACT
RELATI NG TO PUBLI C ACCOUNTANCY; ENACTI NG THE 1999 PUBLIC
ACCOUNTANCY ACT; CREATI NG A BOARD; PROVI DI NG PONERS AND
DUTI ES; PROVI DI NG FOR LI CENSURE; CREATI NG A FUND,
PRESCRI BI NG FEES; PRESCRI BI NG PENALTI ES; REPEALI NG THE
FORMER PUBLI C ACCOUNTANCY ACT; MAKI NG AN APPROPRI ATI ON.

BE I T ENACTED BY THE LEG SLATURE OF THE STATE OF NEW MEXI CO

Section 1. SHORT TITLE.--This act may be cited as the
"1999 Public Accountancy Act".

Section 2. PURPGCSE. --The purpose of the 1999 Public
Accountancy Act is to protect the public interest by
regul ating the practice of public accountancy.

Section 3. DEFINITIONS.--As used in the 1999 Public
Account ancy Act:

A. T"attest" means to provide the foll ow ng

financi al statement services:

(1) an audit or other engagenent perforned
in accordance with the statenents on auditing standards;

(2) a review of a financial statenent
performed in accordance with the statenent on standards for
accounting and revi ew servi ces; and

(3) an exam nation of prospective financial
information perforned in accordance with the statenents on
standards for attestation engagenents;

B. "board" neans the New Mexico public
account ancy board;

C. "certificate" means the | egal recognition
issued to identify a certified public accountant or a
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Account ancy Act or prior |aw
D. "certified public accountant” neans a person
certified by this state or by another state to practice

publ i c accountancy and use the designation;

E. "director" nmeans the executive director of the
boar d;

F. "firnm’ means a sole proprietorship,
prof essi onal corporation, partnership, limted liability
company, limted liability partnership or other Iegal

business entity that practices public accountancy;

G "licensee" neans a certified public
accountant, certified public accountant firm registered
publ i c accountant or registered public accountant firm

H  "peer review' neans a study, appraisal or
review of one or nore aspects of the professional work of a
firmby a certified public accountant who is not affiliated
with the firmbeing revi ewed;

I. "permt" means the annual authority granted to
practice as a certified public accountant firmor a
regi stered public accountant firm

J. "person" neans a |icensee;

K. "practice" means performng or offering to
perform public accountancy for a client or potential client
by a person holding hinself out to the public as a permt
hol der or registered firm

L. "public accountancy" means the performance of
one or nore kinds of services involving accounting or
auditing skills, including the issuance of reports on
financial statenents, the performance of one or nore kinds

of managenent, financial advisory or consulting services,
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the preparation of tax returns or the furnishing of advice
on tax matters;

M "registered public accountant” means a person
who is registered by the board to practice public
account ancy and use the designation;

N. "report"” means an opinion or other witing
t hat:

(1) states or inplies assurance as to the
reliability of any financial statenents;

(2) includes or is acconpanied by a
statenent or inplication that the person issuing it has
speci al know edge or conpetency in accounting or auditing
i ndicated by the use of nanes, titles or abbreviations
likely to be understood to identify the author of the report
as a |licensee; and

(3) includes the follow ng types of reports
as they are defined by board rule:

(a) a reviewreport; or
(b) an audit report;
O "specialty designation" nmeans a designation
i ndi cating professional conpetence in a specialized area of
practice; and
P. "substantial equival ency" neans a
determ nation by the board that the education, exam nation
and experience requirenments for certification of another
jurisdiction are conparable to or exceed the correspondi ng
requirements of the 1999 Public Accountancy Act.
Section 4. BQARD CREATED- - TERMS- - OFFI CERS- - MEETI NGS- -
REI MBURSEMENT. - -

A.  The "New Mexi co public accountancy board" is
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created, conposed of seven nenbers appointed by the governor
who are citizens of the United States and residents of New
Mexi co. Four nenbers of the board shall be certified public
accountants or registered public accountants who have
practiced for at |least five cal endar years inmediately
precedi ng their appointnent to the board. Three nmenbers
shall represent the public and shall not have ever held a
certificate or permt to practice public accountancy in any
state and shall not have ever had a significant financial
interest, direct or indirect, in the public accountancy
profession or in a firm Public nenbers shall have

prof essional or practical experience in the use of
accounting services and financial statenents, so as to be
qualified to nmake judgnments about the qualifications and
conduct of persons subject to the provisions of the 1999
Publ i ¢ Account ancy Act.

B. Menbers of the board shall serve for terns of
three years or |less, staggered in such a manner that the
ternms of not nore than three nenbers expire on January 1 of
each year; provided that nenbers appoi nted and serving
pursuant to prior law on the effective date of the 1999
Publ i c Accountancy Act shall serve the remai nder of their
terms. A vacancy on the board shall be filled by
appoi nt nent by the governor for the unexpired term Upon
the expiration of a nenber's termof office, he shall
continue to serve until his successor has been appoi nted and
qgualified. A professional nenber of the board whose
certificate is suspended or revoked shall automatically
cease to be a nmenber of the board. The governor may renove
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cause.
C. The board shall elect annually fromanong its
menbers a chai rman and such other officers as the board
determ nes. The board shall neet at such tinmes and pl aces
as fixed by the board. A mpjority of the board constitutes
a quorum
D. Menbers of the board may receive per di em and
travel expenses as provided in the Per Diem and M| eage Act,
but shall receive no other conpensation, perquisite or
al | owance.
Section 5. BOARD - PONERS AND DUTI ES. - -
A.  The board may:

(1) employ an executive director as an
exenpt enpl oyee and such other personnel as it deens
necessary to carry out its duties;

(2) appoint comrittees or persons to advise
or assist it in carrying out the provisions of the 1999
Publ i ¢ Account ancy Act;

(3) retain its own counsel to advise and
assist it in addition to advice and assi stance provi ded by
the attorney general;

(4) contract, sue and be sued and have and
use a seal

(5) cooperate with the appropriate
authorities in other states in investigation and enforcenent
concerning violations of the 1999 Public Accountancy Act and
conmparabl e acts of other states; and

(6) adopt and file in accordance with the
Uni form Licensing Act and the State Rules Act rules to carry

out the provisions of the 1999 Public Accountancy Act,
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i ncludi ng rul es governing the adm nistration and enforcenent
of the 1999 Public Accountancy Act and the conduct of
certificate and permt hol ders.

B. The board shall maintain a registry of the
nanes and addresses of all certificate and permt hol ders.

Section 6. FUND CREATED. - -

A.  The "public accountancy fund" is created in
the state treasury. All noney received by the board and
interest earned on investnment of the fund shall be credited
to the fund.

B. Payments fromthe public accountancy fund
shall be nmade upon warrants of the secretary of finance and
adm ni stration pursuant to vouchers issued by the director
in accordance with the budget approved by the departnent of
finance and adm ni stration.

C. Momey in the fund shall be used only to pay
t he expenses of carrying out the provisions of the 1999
Publ i c Accountancy Act and rul es adopted pursuant to that
act .

D. Al amounts paid into the fund are
appropriated for expenditure by the board for the necessary
expenses of the board for execution of the provisions of the
Publ i c Accountancy Act. The bal ance remaining in the fund
at the end of a fiscal year shall accumulate to the credit
of the fund for use by the board for necessary expenses.

Section 7. QUALIFI CATI ONS FOR A CERTI FI CATE AS A
CERTI FI ED PUBLI C ACCOUNTANT. - -

A.  An applicant for a certified public accountant

certificate shall complete the application form provi ded by
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he:

(1) is of good noral character and | acks a
hi story of dishonest or felonious acts; and

(2) neets the education, experience and
exam nation requirenents of the board.

B. The board may refuse to grant a certificate on
the ground that the applicant failed to satisfy the
requi rement of good noral character.

C. The education requirenents for a certificate,
whi ch nust be net before an applicant is eligible to apply
for exam nation, are as required in this section or Section
8 of the 1999 Public Accountancy Act. After July 1, 1999,
the requirenent for a certificate is a baccal aureate or
hi gher degree or its equivalent conferred by a coll ege or
university acceptable to the board, with thirty senester
hours in accounting or equivalent as determ ned by the
boar d.

D. The exam nation for certification shall be
held at least twice a year and shall test the applicant's
know edge of the subjects of accounting and auditing and
such other related subjects as prescribed by the board. The
time for holding the exam nation shall be determ ned by the
board and may be changed fromtine to tine. The board shal
prescribe the nethods of applying for the exam nation and of
gradi ng papers; provided, however, that the board shall to
the extent possible provide that the exam nation, the
gradi ng of the exam nation and the passing grades are
uniformw th exam nations of all other states. The board
may use all or any part of the uniformcertified public

account ant exam nation and advi sory gradi ng service of the
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American institute of certified public accountants to
perform adm ni strative services with respect to the

exam nation. The board shall adm nister and proctor the
exam nation with volunteers fromthe accounting profession

E. An applicant nmust pass all sections of the
exam nation in order to qualify for a certificate. A
passi ng grade for each section shall be seventy-five. |If he
passes two or nore but not all sections in an exam nation
sitting, he shall be given credit for those sections and
need not sit for re-exam nation in those sections; provided
that he passes the remaining sections of the exam nation
wi thin six consecutive exam nations given after the one at
which the first sections were passed.

F. An applicant shall be given credit for
exam nati on sections passed in another state if such credit
woul d have been given in New Mexi co.

G The board may wai ve or defer requirenments of
this section regarding the circunstances in which sections
of the exam nation nust be passed, upon a show ng that, by
reason of circunmstances beyond the applicant's control, he
was unable to neet the requirenent.

H.  An applicant for initial issuance of a
certified public accountant certificate shall show that he
has had at | east one year of experience. After July 1,
2004, the applicant shall have had at |east one year of
experience. This experience shall include providing service
or advice involving the use of accounting, attest,
managenent advi sory, financial advisory, tax or consulting
skills as verified by a certified public accountant who

meets requirenents prescribed by the board. The experience
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is acceptable if it was gained through enploynment in
government, industry, academ a or public practice.

Section 8. QUALIFI CATI ONS FOR A CERTI FI CATE AS A
CERTI FI ED PUBLI C ACCOUNTANT--JULY 1, 2004.--

A.  An applicant for a certificate shall conplete
the application form provided by the board and denonstrate
to the board' s satisfaction that he:

(1) is of good noral character and | acks a
hi story of dishonest or felonious acts; and

(2) neets the education, experience and
exam nation requirenents of the board.

B. The board may refuse to grant a certificate on
the ground that the applicant failed to satisfy the
requi rement of good noral character.

C. The education requirenents for a certificate,
whi ch nust be net before an applicant is eligible to apply
for exam nation are as provided in this section or Section 7
of the 1999 Public Accountancy Act. After July 1, 2004, an
appl i cant shall have at | east one hundred fifty senester
hours of college education, including a baccal aureate or
hi gher degree or its equivalent conferred by a coll ege or
university acceptable to the board, the total educationa
programto include an accounting concentration or equival ent
as determned by the board, with thirty senmester hours in
accounting or equival ent as determ ned by the board.

D. The exam nation for certification shall be
held at least twice a year and shall test the applicant's
know edge of the subjects of accounting and auditing and
other related subjects as prescribed by the board. The tine

for holding the exam nation shall be determ ned by the board
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and may be changed fromtime to tinme. The board shal
prescribe the nethods of applying for the exam nation and of
gradi ng papers; provided, however, that the board shall to
the extent possible provide that the exam nation, the
gradi ng of the exam nation and the passing grades are
uniformw th exam nations of all other states. The board
may use all or any part of the uniformcertified public
account ant exam nati on and advi sory gradi ng service of the
American institute of certified public accountants to
perform adm ni strative services with respect to the
exam nation. The board shall adm nister and proctor the
exam nation with volunteers fromthe accounting profession
E. An applicant nmust pass all sections of the
exam nation in order to qualify for a certificate. A
passi ng grade for each section shall be seventy-five. |If he
passes two or nore but not all sections in an exam nation
sitting, he shall be given credit for those sections and
need not sit for re-exam nation in those sections; provided
t hat:

(1) at that sitting he wote all sections
of the exam nation for which he does not have credit;

(2) he made a mininmumgrade of fifty on
each section taken at that sitting;

(3) he passes the remaining sections of the
exam nation within six consecutive exam nations given after
the one at which the first sections were credited;

(4) at each subsequent sitting at which he
seeks to pass an additional section, the applicant wites
all sections for which he does not have credit; and
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addi ti onal sections in such subsequent sitting, the
appl i cant makes a mnimum grade of fifty on sections taken
at that sitting.

F. An applicant shall be given credit for
exam nati on sections passed in another state if such credit
woul d have been given in New Mexi co.

G The board may wai ve or defer requirenments of
this section regarding the circunstances in which sections
of the exam nation nust be passed, upon a show ng that, by
reason of circunstances beyond the applicant's control, he
was unable to neet the requirenent.

H  An applicant for initial issuance of a
certified public accountant certificate shall show that he
has had at | east one year of experience. This experience
shall include providing service or advice involving the use
of accounting, attest, managenent advisory, financi al
advi sory, tax or consulting skills as verified by a
certified public accountant who neets requirenents
prescribed by the board. The experience is acceptable if it
was gai ned t hrough enpl oynment in governnment, industry,
academ a or public practice.

Section 9. | SSUANCE AND RENEWAL OF CERTI FI CATE- -
MAI NTENANCE OF COVPETENCY. - -

A. The board shall grant or renew a certificate
upon application and denonstration that the applicant's
qualifications are in accordance with the 1999 Public
Accountancy Act or that they are eligible under the
substantial equival ency standard provided in that act.

B. The board may establish by rule for the
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prescribe the expiration date of certificates and permts.

C. The board shall grant or deny an application
for certification no |ater than one hundred twenty days
after the conplete application is filed.

D. If an applicant appeals the decision of the
board to deny a certificate, the board may issue a
provi sional certificate for no |longer than ninety days while
t he board reconsiders its decision

E. To renew a certificate, a certificate hol der
shal |l provide satisfactory proof to the board of continuing
prof essi onal education that is designed to maintain
conmpet ency. Continui ng professional education courses shal
comply with board rules. The board may create an exception
to the requirenment to maintain continuing professiona
education for certificate holders who do not provide
services to the public. A certificate holder granted such

an exception nust place the word "inactive" or "retired"
adj acent to his certified public accountant title or

regi stered public accountant title on a business card,

| etterhead or other docunent or device, except for a board-
i ssued certificate.

F. An applicant for initial issuance or renewal
of a certificate pursuant to this section shall list all
foreign and donestic jurisdictions in which the applicant
has applied for or holds a designation to practice public
accountancy. The applicant shall also |list any past denial,
revocation or suspension of a certificate, |license or
permit. An applicant or certificate holder shall notify the
board in witing, within thirty days of the occurrence of
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desi gnati on or conmmencenent of a disciplinary or enforcenent
action by any jurisdiction.

Section 10. SPECI ALTY DESI GNATI ONS. - - The board shal
adopt rules allowi ng the use of specialty designations by
certificate holders. Specialty designations shall be
consi stent with designations prescribed by national or
regi onal accreditation bodies offering the designations
pursuant to a prescribed course of study, experience or
exam nati on.

Section 11. CERTI FI CATES | SSUED TO HOLDERS OF A
CERTI FI CATE, LICENSE OR PERM T | SSUED BY ANOTHER STATE. - -

A. If an applicant does not qualify for
reciprocity pursuant to the substantial equival ency
standard, the board may issue a certificate to a holder of a
certificate, license or permt issued by another state upon
a showi ng that the applicant:

(1) passed the exam nation required for
i ssuance of his certificate with grades that woul d have been
passing grades at the tine in New Mexico;

(2) passed the exam nation upon which his
out-of-state certificate was based and has two years of
experi ence acceptable to the board or neets equival ent
requirements prescribed by board rule, within the ten years
i mredi ately preceding the application; and

(3) if the applicant's certificate, |icense
or permt was issued nore than four years prior to
application, he has fulfilled the board' s requirenents of
conti nui ng professional education

B. A person licensed by another state who w shes
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shall apply to the board for a certificate prior to
establ i shing the business. The board may issue a
certificate to the person if he provides proof froma board-
approved national qualification appraisal service that his
certified public accountant qualifications are substantially
equi valent to the certified public accountant certification
requirements of the 1999 Public Accountancy Act.

C. The board may issue a certificate to a hol der
of a substantially equival ent foreign designation; provided
t hat:

(1) the foreign authority that granted the
desi gnati on makes simlar provision to allow a person who
holds a valid certificate issued by New Mexico to obtain
such foreign authority's conparabl e designation;

(2) the foreign designation

(a) was duly issued by a foreign
authority that regul ates 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 statenents; and

(c) was issued upon the basis of
educational, exam nation and experience requirenments
established by the foreign authority or by |law and

(3) the applicant:

(a) received the designation based on
educati onal and exam nation standards substantially
equi valent to those in effect in New Mexico at the tine the
foreign designation was granted;
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requirement in the jurisdiction that granted the foreign
designation that is substantially equivalent to the
requi rement provided for in the 1999 Public Accountancy Act
or has conpl eted four years of professional experience in
New Mexi co or neets equival ent requirenents prescribed by
the board within the ten years i mediately preceding the
appl i cation; and

(c) passed a uniformqualifying
exam nati on on national standards and an exam nation on the
| aws, rules and code of ethical conduct in effect in New
Mexi co that is acceptable to the board.

D. An applicant for initial issuance or renewal
of a certificate pursuant to this section shall list all
foreign and donestic jurisdictions in which the applicant
has applied for or holds a designation to practice public
accountancy. The applicant shall also |list any past denial,
revocation or suspension of a certificate, |icense or
permit. An applicant or certificate holder shall notify the
board in witing, within thirty days of the occurrence of
any issuance, denial, revocation or suspension of a
desi gnati on or conmencenent of a disciplinary or enforcenent
action by any jurisdiction.

E. The board has the sole authority to interpret
the application of the provisions of this section.

Section 12. REQ STERED PUBLI C ACCOUNTANTS AND FI RVMS OF
REG STERED PUBLI C ACCOUNTANTS. - -

A. A person who on July 1, 1999 holds a
certificate as a registered public accountant issued
pursuant to prior New Mexico |law shall be entitled to have
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prof essi onal education requirenents, application and paynent
of fees prescribed for certificate renewal .

B. A registered public accountant firm hol ding a
permt issued pursuant to prior New Mexico |aw shall be
entitled to have its permt renewed pursuant to the
requirenments for permt renewal for a certified public
accountant firmin the 1999 Public Accountancy Act.

C. As long as a registered public accountant and
a registered public accountant firmhold a valid certificate
and permit, they shall be entitled to perform attest
services to the sanme extent as a certified public accountant
and certified public accountant firm In addition, they
shall be entitled to use the titles "registered public
accountant” and "regi stered public accountants", but no
other title.

Section 13. FIRM PERM TS TO PRACTI CE, ATTEST
EXPERI ENCE, PEER REVI EW - -

A.  The board may grant or renew a permt to
practice as a firmto an applicant that denonstrates its
qualification for the permt as provided in Subsection E of
this section. A firmnust hold a permt issued pursuant to
the provisions of the 1999 Public Accountancy Act in order
to provide attest services or use the title "certified
public accountant”, "CPA", "certified public accountant
firm, "CPA firnf, "registered public accountant", "RPA"
"regi stered public accountant firnmt' or "RPA firm'.

B. Permts shall be issued and renewed for
periods not nore than two years, expiring on June 30.
Failure to pay the renewal fee shall be cause for the board
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pursuant to the provisions of the UniformLicensing Act. A
certificate holder whose certificate has been cancel ed for
failure to pay the annual renewal fee may secure
reinstatenment of his certificate upon paynent of the

del i nquency fee set by the board. |If the renewal fee and
del i nquency fee are not paid by Septenber 30 of the year in
which the renewal fee was due, a certificate shall be
reinstated only upon application and exam nati on
satisfactory to the board.

C. The board shall grant or deny an application
for a permit no later than ninety days after the conplete
application is filed.

D. If an applicant appeals the decision of the
board to deny a permt, the board may i ssue a provisiona
permit for no | onger than ninety days while the board
reconsiders its decision.

E. An applicant for initial issuance or renewal
of a permt shall denonstrate that:

(1) a mninmumof sixty percent majority of
the ownership of the firm in terns of financial interests,
profits, |osses, dividends, distributions, options,
redenptions and voting rights of all partners, officers,
shar ehol ders, nenbers or nanagers, belongs to holders of a
certificate who are licensed in some state. Such partners,
of ficers, sharehol ders, nmenbers or managers, whose principa
pl ace of business is in New Mexico, and who perform
pr of essi onal services in New Mexico, nust hold a valid
certificate. The firmand all owners must conply with the
1999 Public Accountancy Act. A firmmy include owners who
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(a) the firmdesignates a New Mexico
certificate holder who is responsible for the proper
registration of the firmand identifies that individual to
t he board;

(b) all owners who are not certificate
hol ders are active individual participants in the certified
public accountant firmor registered public accountant firm
or affiliated entities; and

(c) the firmconmplies with the 1999
Publ i c Accountancy Act; and

(2) an individual certificate holder who is
responsi bl e for supervising attest services or signs or
aut hori zes soneone to sign the accountant's report on the
financial statements on behalf of the firmneets the
experience requirenments set out in the professiona
standards for such services.

F. An applicant for initial issuance or renewal
of a permt shall be required to register each office of the
firmw thin New Mexico with the board and to show that al
attest services rendered in this state are under the charge
of a person holding a valid certificate issued pursuant to
the 1999 Public Accountancy Act or the correspondi ng
provi sion of prior |law or by sone other state.

G An applicant for initial issuance or renewal
of a permt shall list all foreign and donestic
jurisdictions in which it has applied for or holds permts
as a certified public accountant firmand |[ist any past
deni al, revocation or suspension of a permt by any
jurisdiction. Each permt holder or applicant shall notify
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of a change in the identities of partners, officers,

shar ehol ders, nenbers or nanagers whose princi pal place of
business is in this state, a change in the nunber or

| ocation of offices within this state, a change in the
identity of the persons in charge of such offices and any
i ssuance, denial, revocation or suspension of a permt by
anot her jurisdiction.

H Afirmthat falls out of conpliance with the
provi sions of the 1999 Public Accountancy Act due to changes
in firmownership or personnel shall take corrective action
to bring the firmback into conpliance as quickly as
possi ble. The board may grant a six-nonth period for a firm
to take the corrective action. Failure to bring the firm
back into conpliance within six nonths shall result in the
suspensi on or revocation of the firmpermt.

I. As a condition to permt renewal, the board
shall require the applicant to undergo a peer review
conducted in accordance with board rules. The review shal
include a verification that a person in the firmwho is
responsi bl e for supervising attest services and signs or
aut hori zes soneone to sign the accountant's report on the
financial statements on behalf of the firmneets the
experience requirements set out in the professiona
standards for the services as required by the board.

J. |If a partner, sharehol der or nenber is a | egal
busi ness entity, that |egal business entity nust be a firm

K. Attest services may only be provided by a
certificate holder or a nenber of a firmthat satisfies the
requirements of this section. Attest services may not be

. : , SCORC/ SB 423
performed by a certificate holder who is a nmenber of a firm Page 19



that does not neet the certificate hol der's ownership
requirements set forth in this section

Section 14. APPO NTMENT OF SECRETARY OF STATE AS
AGENT. - - Application for a certificate or permt by a person
or firmthat is domciled outside of New Mexico shall
constitute appoi ntnment of the secretary of state as the
applicant's agent, upon whom process may be served in an
action or proceedi ng agai nst the applicant or certificate
hol der arising out of a transaction or operation connected
with or incidental to services perfornmed wthin New Mexico.

Section 15. ENFORCEMENT PROCEDURES- - | NVESTI GATI ONS. - -

A. Upon receipt of a conplaint or other
i nformati on suggesting a violation of the 1999 Public
Account ancy Act, the board may conduct an investigation to
determ ne whether there is probable cause to institute a
proceedi ng agai nst a person or firm An investigation is
not required when a determ nation of probable cause can be
made wi thout investigation. To aid the investigation, the
board or the board's chairman nmay i ssue a subpoena to conpe
a wtness to testify or to produce evidence.

B. The board may designate a person to serve as
investigating officer to conduct an investigation. The
investigating officer shall file a report with the board
upon conpl etion of an investigation. The board shall find
probabl e cause or | ack of probable cause upon the basis of
the report or shall return the report to the investigating
officer for further investigation

C. Upon a finding of probable cause, if the
subject of the investigation is a certificate or permt
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action be issued in accordance with the 1999 Public
Accountancy Act. If the subject of the investigation is not
a certificate or permt holder, the board shall take
appropriate action as provided in that act. Upon a finding
of no probabl e cause, the board shall close the matter

D. The board may review the publicly avail able
prof essional work of a certificate or permt hol der w thout
any requirenment of a formal conplaint or suspicion of
inpropriety on the part of a particular certificate or
permit holder. 1In the event that such review reveals
reasonabl e grounds for a nore specific investigation, the
board may proceed pursuant to the 1999 Public Accountancy
Act .

Section 16. ENFORCEMENT PROCEDURES- - HEARI NGS BY THE

BOARD. - -

A. Hearings by the board shall be conducted in

accordance with the provisions of the UniformLicensing Act.

B. In a case when the board renders a deci sion
i nposi ng discipline against a certificate or permt hol der
pursuant to the 1999 Public Accountancy Act, the board shal
examne its records to determ ne whether the certificate or
permt holder holds a certificate or permt in any other
state; and, if so, the board shall notify the board of
accountancy of the other state of its decision, by mail
within forty-five days of rendering the decision. The board
may al so furnish information relating to a proceeding
resulting in disciplinary action to another public authority
and to private professional organi zati ons having a
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When an appeal pursuant to New Mexico law is in progress,
the notification and furnishing of information to a
di sciplinary authority shall await the resolution of such
appeal. If resolution is in favor of the certificate or
permt holder, no automatic notification or furnishing of
i nformation shall be made.

Section 17. ENFORCEMENT-- UNLAWFUL ACTS. - -

A.  Except as provided in Subsection C of this
section and Section 18 of the 1999 Public Accountancy Act,
it is unlawful for a person to engage in practice in New
Mexi co unl ess he a |icensee.

B. Except as provided in Subsection C of this
section and Section 18 of the 1999 Public Accountancy Act,
no person or accountant shall issue a report or financial
statenent of a person or a governnental unit or issue a
report using any form of |anguage conventionally used
respecting an audit or review of financial statenents,
unl ess he holds a current license or permit. The state
auditor and his auditing staff are considered to be in the
practice of public accountancy.

C. Wth the exception of persons cited in Section
18 of the 1999 Public Accountancy Act, a person or
accountant who prepares a financial accounting and rel ated
statenments and who is not the holder of a certificate or a
permt under the provisions of that act shall use the
followng statenent in the transmttal letter: "I (we) have
prepared the acconpanying financial statenents of (name of
entity) as of (tine period) and for the (tine period) ending
(date). This presentation is |imted to preparing in the
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representation of nmanagenent (owners). | (we) have not

audi ted nor reviewed the acconpanying financial statenents
and accordingly do not express an opinion or any other form
of assurance on them".

D. No person or accountant shall indicate by
title, designation, abbreviation, sign, card or device that
he is a certified public accountant or a registered public
accountant unless he is currently certified by the board
pursuant to the 1999 Public Accountancy Act or is a firm
currently permtted with the board pursuant to that act.

Unl ess he is a holder of a current certificate or permt, no
person or accountant shall use any title, initials or
designation intended to or substantially likely to indicate
to the public that he is a certified public accountant or
regi stered public accountant.

E. No person shall engage in practice unless:

(1) he holds a valid certificate or current
permt; or

(2) he is an enployee and not a partner,
of ficer, sharehol der or nenber of a firm

F. No person or firmholding a certificate or
permt shall engage in practice using a professional or firm
nanme or designation that is m sleading about the |l egal form
of the firm provided, however, that nanes of one or nore
former partners, sharehol ders or nenbers nmay be included in
the nane of a firmor its successors.

G No person shall sell, offer to sell or
fraudulently obtain or furnish any certificate or permt nor
shall he fraudulently register as a certified public
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this state without being granted a certificate or permt as
provided in the 1999 Public Accountancy Act.

H A licensee shall not pay a comm ssion to
obtain a client, nor accept a comm ssion for a referral to a
client of products or services of others; provided, however,
that this subsection shall not prohibit paynents for the
purchase of all, or a material part, of an accounting
practice, or retirenment paynents to persons formerly engaged
in the practice of public accountancy, or paynment to the
heirs or estates of such persons.

I. Alicensee shall not offer or perform
prof essional services for a fee that is contingent upon the
findings or results of such services; provided, however,
that this subsection shall not apply to professiona
services involving federal, state or other taxes in which
the findings are those of the tax authorities and not those
of the licensee or to professional services for which the
fees are to be fixed by courts or other public authorities
and that are therefore indeterm nate in anount at the tine
t he professional services are undertaken.

J. No licensee shall sign or certify any
financial statenents if he knows the sane to be materially
fal se or fraudul ent.

Section 18. EXEMPTI ONS- - UNLAWFUL ACTS. - -

A.  Subsection B of Section 17 of the 1999 Public

Account ancy Act does not prohibit:

(1) an officer, partner, sharehol der
menber or enployee of a firmfromaffixing his own signature
to a statenment or report in reference to the financial
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position, title or office that he holds within the firm

(2) any act of a public official or
enpl oyee in the performance of his duties; or

(3) the performance by any persons of other
services, including managenent, financial advisory or
consul ting services, the preparation of tax returns or the
furni shing of advice on tax matters and the preparation of
financial statenents w thout the issuance of reports on
t hem

B. Nothing contained in the 1999 Public
Account ancy Act shall prevent a person from serving as an
enpl oyee of or as an assistant to a certified public
accountant, a registered public accountant or a firm
provi ded that the enployee or assistant shall work under the
control and supervision of a certified public accountant or
regi stered public accountant who holds a certificate issued
pursuant to that act.
Section 19. BUSI NESS NAMES- - PROH BI Tl ONS. - -
A.  No person engaged in practice shall use in a

busi ness nane the words "conpany" or "and conpany” or a
sim |l ar designation or any abbreviations thereof unless the
person is a firm pursuant to the 1999 Public Accountancy Act
and has nore than one partner, sharehol der or nenber and the
busi ness nanme contains the nane of at |east one current or
former partner, shareholder or nenber. A business nane may
contain only the nane or initials of a present or fornmer
partner, sharehol der or nenber and the words "and conpany"
or "company" or a simlar designation or any abbreviation
t her eof .
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to, affect or limt the right of the remaining partner,

shar ehol der or nenber or added partners, sharehol ders or

menbers in the continuous use of a business nane adopted

before the enactnent of the 1999 Public Accountancy Act,

even though the person whose nane is included in the

busi ness nanme is no | onger a partner, sharehol der or menber.
Section 20. ENFORCEMENT-- ADM NI STRATI VE VI OLATI ONS AND

REMEDI ES. - -

A. The board may take, after providing any person
due process pursuant to the Uniform Licensing Act,
corrective action identified in Subsection B of this section
followng a finding that an applicant or |icensee:

(1) commtted fraud or deceit in obtaining
a certificate or permt;

(2) lost a certificate or permt through
cancel | ation, revocation, suspension or refusal of renewal
in any other state for cause, as defined by board rule;

(3) failed to maintain conpliance with the
requirements of the 1999 Public Accountancy Act and board
rules for issuance or renewal of a certificate or permt or
failed to report material changes to the board, as required
by board rul e;

(4) lost the authorization to practice in
any state or before any federal agency through revocation or
suspensi on of that authorization;

(5) commtted dishonest, fraudul ent or
grossly negligent acts in the practice of public accountancy
or inthe filing or failure to file his own incone or other
federal, state or |ocal tax returns;

(6) violated any provision of the 1999 ?am3228423



Publ i c Accountancy Act or any rule pronul gated by the board
pursuant to that act;

(7) violated any rule of professional
conduct pronul gated by the board pursuant to the 1999 Public
Account ancy Act;

(8) has been convicted of a felony or of
any crine an el enment of which is dishonesty or fraud under
the laws of the United States, of New Mexico or of any other
state, or of any other jurisdiction, if the acts invol ved
woul d have constituted a crime under the | aws of New Mexi co;

(9) perfornmed any fraudulent act while
hol ding a certificate or permt issued pursuant to the 1999
Publ i c Accountancy Act or prior |aw, or

(10) participated in any conduct reflecting
adversely upon the licensee's fitness to engage in practice.

B. After a finding by the board that an applicant
or licensee has conmtted a violation identified in
Subsection A of this section, the board may take, with or
wi thout terns, conditions and limtations, one or nore of
the followi ng corrective actions:

(1) deny an application or revoke a
certificate or permt issued pursuant to the 1999 Public
Account ancy Act or correspondi ng provisions of prior |aw

(2) suspend any certificate or permt for a
period of not nore than five years;

(3) reprimand, censure or limt the scope
of practice of a |licensee;

(4) inpose an administrative fine not
exceedi ng one thousand dollars ($1,000); or
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C. Inlieu of or in addition to any renedy
specifically provided in Subsection B of this section, the
board may require of a licensee:

(1) a quality review conducted in such a
fashion as the board may specify;

(2) satisfactory conpletion of such
conti nui ng professional education prograns as the board may
speci fy;

(3) correction of the violation identified;
and

(4) any other suitable renedial action as
determ ned by the board.

D. In any proceeding in which a remedy provided
by Subsection B or C of this section is inposed, the board
may al so require the respondent to pay the costs of the
pr oceedi ng.

Section 21. REI NSTATEMENT. - -

A. In any case in which the board has suspended
or revoked a certificate or permt or refused to renew the
same, the board may, upon application in witing by the
person or firmaffected and for good cause shown, nodify the
suspension or reissue the certificate or permt.

B. The board shall specify by rule the manner in
whi ch such applications shall be made, the tinmes within
whi ch they shall be nade and the circunstances in which
hearings shall be held thereon.

C. Before reissuing or termnating the suspension
of a certificate or permt pursuant to this section and as a
condition thereto, the board may require the applicant to
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prof essi onal education or may require a quality review or
bot h.

Section 22. CRIM NAL PENALTI ES. - -

A.  Wen the board has reason to believe that a
person or firm has know ngly engaged in an act or practice
that violates the provisions of the 1999 Public Accountancy
Act, the board may bring its information to the attention of
the district attorney or other appropriate | aw enforcenent
of ficer of any jurisdiction who may bring a crimnal
pr oceedi ng.

B. A person or firmthat knowingly violates a
provi sion of the 1999 Public Accountancy Act is guilty of a
m sdenmeanor and upon conviction shall be subject to a fine
of not nore than one thousand dollars ($1,000) or by a
definite termof inprisonment not to exceed six nonths or
bot h.

Section 23. SINGLE ACT EVIDENCE OF PRACTICE.--In an
action brought pursuant to the provisions of the 1999 Public
Account ancy Act, evidence of the conmm ssion of a single act
prohi bited by that act shall be sufficient to justify a
penalty, injunction, restraining order or conviction,
respectively, wthout evidence of a general course of
conduct .

Section 24. CONFI DENTI AL COMMUNI CATI ONS. - - Except by
perm ssion of the client for whoma certificate or permt
hol der perforns a service or the heir, successor or personal
representative of the client, a certificate holder shall not
voluntarily disclose information conmuni cated to himby the
client relating to and in connection with a service rendered
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confidential; provided that nothing in this section shal
prohibit the disclosure of information required to be
di scl osed by a standard of the public accounting profession
in reporting on the exam nation of a financial statenent or
prohi bit disclosure in a court proceeding, in an
i nvestigation or proceeding pursuant to the 1999 Public
Accountancy Act, in an ethical investigation conducted by a
private professional organization or in the course of a peer
review, or to another person active in the organization
performng a service for that client on a need-to-know basis
or to a person in the entity who needs this information for
t he sol e purpose of assuring quality control

Section 25. WORKI NG PAPERS- - CLI ENT RECORDS. - -

A. A statenment, record, schedul e, working paper
or menorandum nmade by a certificate or permt hol der
incident to rendering a service to a client shall be the
property of the certificate or permit holder in the absence
of an express agreenent between himand the client to the
contrary, except the report submtted by himto the client
and except for a record that is part of the client's
records. No such itemshall be sold, transferred or
bequeat hed wi thout the consent of the client or the client's
personal representative, except to a partner, stockhol der or
menber of the firmor any conbined or nerged firmor
successor in interest to the certificate or permt hol der
Nothing in this section shall prohibit any tenporary
transfer of a work paper or other material necessary in the
course of carrying out a peer review or as otherw se
interfering with the disclosure of information pursuant to

the 1999 Public Accountancy Act. ?aw3338423



B. Acertificate or permt holder shall furnish
to aclient or former client, upon request and reasonabl e
noti ce:

(1) a copy of his working paper, to the
extent that such working paper includes a record that would
ordinarily constitute part of the client's record and is not
otherwi se available to the client; and

(2) an accounting or other record bel ongi ng
to, or obtained fromor on behalf of, the client that he
renoved fromthe client's prem ses or received for the
client's account; he may nake and retain a copy of a
docunment of the client when they formthe basis for work
done by him

Section 26. PRACTICE PRI VILEGE AND DI SCI PLI NE FOR A
CERTI FI CATE HOLDER FROM A STATE WHOSE ACCOUNTANCY STATUTE | S
SUBSTANTI ALLY EQUI VALENT. - -

A. A person whose principal place of business is
not in New Mexico and who has a valid certificate or |icense
as a certified public accountant froma state that the
boar d- approved qualification appraisal service has verified
to be in substantial equivalence with the certified public
accountant requirements of the New Mexico 1999 Public
Account ancy Act shall be presuned to have qualifications
substantially equivalent to New Mexico's requirements. A
person may al so obtain fromthe board-approved qualification
apprai sal service verification that his certified public
accountant qualifications are substantially equivalent to
New Mexico's certified public accountant |icensure
requirements. The person shall have all the privil eges of
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a New Mexico certificate or permt; provided, however, the
person shall notify the board of his intent to enter the
state under this provision

B. Acertificate or permt holder of another
state exercising the privilege afforded by the provisions of
this section consents, as a condition of the grant of this
privil ege:

(1) to the personal and subject matter
jurisdiction of the board;

(2) to comply with the provisions of the
1999 Public Accountancy Act; and

(3) to the appointnent of the state board
that issued its certificate or license as its agent, upon
whom process may be served in an action or proceeding by the
New Mexi co public accountancy board against it.

C. Acertificate or permt hol der of New Mexico
that offers or renders a service or uses its certified
public accountant title in another state shall be subject to
di sciplinary action in New Mexico for an act commtted in
anot her state for which it would be subject to discipline
for an act commtted in the other state. The board shal
i nvestigate any conpl aint nade by the board of accountancy
of another state.

Section 27. FEES. --The board may col |l ect from
certificate holders, permt holders, applicants and others
the foll ow ng fees:

A. for exam nation, a fee not to exceed one
hundred seventy-five dollars ($175) per exam nation
appl i cati on;
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to exceed one hundred seventy-five dollars ($175) per year;
provi ded, however, the board may charge a biennial fee of
not nore than tw ce the annual fee;

C. for firmpermts, a fee not to exceed one
hundred dol |l ars ($100) per year; provided, however, the
board may charge a biennial fee of not nore than tw ce the
annual fee;

D. for inconplete or delinquent continuing
education reports, certificate or permt renewals, a fee not
to exceed one hundred dollars ($100) each

E. for preparing and providing |licensure and
exam nation information to others, a fee not to exceed
seventy-five dollars ($75.00) per report;

F. reasonable adm nistrative fees for such
services as research, record copies, duplicate or
repl acement certificates or permts;

G for certificate reinstatenent, a fee not to
exceed one hundred seventy-five dollars ($175), plus past
due fees and penalties;

H for waiver to conply with continuing
prof essi onal education requirenents, a fee not to exceed
seventy-five dollars ($75.00) per application; and

I. for reentry into active certificate status and
to conmply with continuing education, a fee not to exceed
seventy-five dollars ($75.00) per application.

Section 28. CRIM NAL OFFENDER ELI G BI LI TY. - - Except as
ot herwi se provided in the 1999 Public Accountancy Act, the
provi sions of the Crimnal Ofender Enploynent Act shal
govern any consideration or crimnal records required or
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Section 29. TERM NATI ON OF AGENCY LI FE- - DELAYED
REPEAL. - - The New Mexi co public accountancy board is
termnated on July 1, 2005 pursuant to the provisions of the
Sunset Act. The board shall continue to operate according
to the provisions of the 1999 Public Accountancy Act unti
July 1, 2006. Effective July 1, 2006, the 1999 Public
Account ancy Act is repeal ed.

Section 30. TEMPORARY PROVI SI ON- - TRANSFER OF
PERSONNEL, MONEY, APPROPRI ATI ONS, PRCOPERTY, RECORDS
CONTRACTS AND STATUTORY REFERENCES. - -

A On July 1, 1999, all personnel, noney,
appropriations, property, records and other things of value
bel onging to the New Mexico state board of public
accountancy shall be transferred to the New Mexico public
accountancy board. All contracts, including certificates
and registrations, in effect for the New Mexico state board
of public accountancy shall be binding on the New Mexico
publ i c accountancy board. All references in lawto the New
Mexi co state board of public accountancy shall be construed
as references to the New Mexico public accountancy board.

B. Nothing in the 1999 Public Accountancy Act
shall invalidate or affect any action taken or any
proceeding instituted pursuant to a lawin effect prior to
the effective date of that act. A disciplinary action taken
by the board and any delinquency fee or penalty owed
pursuant to the Public Accountancy Act shall remain in
effect and due unl ess revi ewed and resci nded by the board
pursuant to procedures provided in the Uniform Licensing Act
and the 1999 Public Accountancy Act.
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i ssued pursuant to the Public Accountancy Act that is
current on the effective date of the 1999 Public Accountancy
Act shall remain current until June 30, 2000.

D. Arule in effect as of June 30, 1999, and not
in direct conflict with the 1999 Public Accountancy Act,
shall remain in effect until amended or repeal ed by the New
Mexi co public accountary board.

Section 31. REPEAL.--Sections 61-28A-1 through
61- 28A- 28 NMSA 1978 (being Laws 1992, Chapter 10, Sections 1
through 26 and 28 and Laws 1993, Chapter 83, Section 6, as
anended) are repeal ed.

Section 32. EFFECTI VE DATE. --The effective date of the
provisions of this act is July 1, 1999.
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