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Document No. 2575

DEPARTMENT OF LABOR, LICENSING AND REGULATION

SOUTH CAROLINA STATE BOARD OF ACCOUNTANCY

CHAPTER 1

Statutory Authority:
1976 Code Sections 40-2-140 and 380

Synopsis:

The Board of Accountancy is drafting regulations to be consistent with the provisions of 2000 Act 274, including provisions for use of the abbreviation “EA”, acceptance of experience under a public accountant, and provisions concerning forms of practice of public accountants and accounting practitioners.  The regulations will clarify the provisions for forms of practice, contingent fees and commissions by providing a definition of the term licensee.

Instructions:  Amend current regulations, by repealing current regulations and replacing them with new regulations as it appears in the text below.  

Text:

1-01.
Definition of Firm and Licensee, Definition of Holding Out; Firms Jointly Owned by Certified Public Accountants and Public Accountants. 

A. Definition of “Firm” and “Licensee.” When used in these regulations, “firm” shall refer to a person or persons practicing public accounting in the form of a proprietorship, partnership, limited liability partnership, limited liability company, or professional corporation or association.  A “Licensee” shall refer to a person who holds a license from this board as a (Certified Public Accountant (CPA),  Public Accountant (PA) or Accounting Practitioner.

 
B. Definition of “Holding Out.” The existence of any of the following conditions with reference to a person or firm will mean that person or firm "holds himself or itself out" to the public within the meaning of this act: 

(1) use of the title or designation "Certified Public Accountant" or the abbreviation "CPA" or the title "Public Accountant" or the abbreviation "PA" or the title "Accounting Practitioner" or any other title, designation, words, abbreviations, signs, cards, or other devices tending or intended to indicate the offering of accounting services to the public; or 

(2) maintenance of an office or other quarters in connection with which there is an inference or implication through the use of any listings, titles, names, abbreviations, or devices that accounting services are offered to the public therefrom; or 

(3) offering to render or rendering the following services to the public; or 

(a) offering to prospective clients in South Carolina to perform for compensation one (1) or more of these services: 

(i) the development, recording, analysis, or presentation of financial information including, but not limited to, the preparation of financial statements; or 

(ii) advice or assistance in regard to accounting controls, systems, and procedures; or 

(b) in any manner holding himself or itself out to the public in South Carolina as skilled in one(1) or more of the type of services described in item (a). 

C. Public Accounting Firms Owned Jointly by Certified Public Accountants and Public Accountants. Except as permitted by Regulation 1-21(D), public accounting firms owned jointly by Certified Public Accountants and Public Accountants in their holding out to the general public and in the signing of reports and related documents (either in the firm name or as individual owners) must employ a style which indicates that the firm is a firm of Public Accountants and not a firm of Certified Public Accountants. However, a Certified Public Accountant may style himself as such on the letterhead of his firm and in directories and listings which do not disclose his firm affiliation. A Certified Public Accountant signing a document on behalf of the firm must not use the CPA designation. 

D. Public Accounting Firms Owned Jointly by Public Accountants and Accounting Practitioners.   Except as permitted by Regulation 1-21 (D), Public accounting firms owned jointly by Public Accountants and Accounting Practitioners must in their holding out to the general public employ a style which indicates that the firm is a firm of Accounting Practitioners.

1-07. Experience Required in Addition to Examination. 

A. Required experience shall include: 

(1) at least two (2) years of accounting experience satisfactory to the Board in public, governmental, or private employment under the direct supervision and review of a Certified Public Accountant or Public Accountant licensed to practice accounting in some state or territory of the United States or the District of Columbia; or 

(2) at least five (5) years experience teaching accounting in a college or university recognized by the Board; or 

(3) any combination of experience determined by the Board to be substantially equivalent to the foregoing. 

B. Experience other than public accounting experience shall count only in proportion to duties which, in the opinion of the Board, contribute to competence in public accounting. 

C. Experience may be gained in either full-time or part-time employment. Two thousand (2000) hours of part-time accounting experience is deemed to be equivalent to one (1) year. Experience may not accrue more rapidly than forty (40) hours per week. 

D. The five (5) years of teaching experience provided for under A(2) shall consist of five (5) years of full-time teaching of accounting courses at a college or university accredited by the Southern Association of Colleges and Schools or any other regional accrediting associations having equivalent standards, or any independent senior college in South Carolina certified by the State Department of Education for teacher training. 

(1) In order for teaching experience to qualify as full-time teaching, the applicant must have been employed on a full-time basis as defined by the educational institution where the experience was obtained; provided, however, that teaching less than twelve (12) semester hours per year, or the equivalent in quarter hours, shall not be considered as full-time teaching experience. 

(2) Experience credit for teaching on a part-time basis shall qualify on a pro rata basis based upon the number of semester hours required for full-time teaching at the educational institution where the teaching experience was obtained. 


(a) Teaching experience may not accrue more rapidly than elapsed chronological time.

(i) An applicant shall not be granted credit for full-time teaching completed in less than one (1) academic year.

(ii) An applicant shall be granted no more than one (1) full-time teaching year credit for teaching completed within one (1) calendar year.

(3) Teaching experience shall not be granted for teaching subjects outside the field of accounting.

(a) Subjects considered to be outside the field of accounting include, but are not limited to, business law, finance, computer applications, personnel management, economics, and statistics.

(4) Of the five (5) years of full-time teaching experience, credit for teaching accounting principles courses or fundamental accounting (below intermediate accounting) may not exceed two (2) full-time teaching years and the remaining three (3) full-time teaching years experience must be obtained in teaching courses above accounting principles.

(a) Accounting courses considered to be above accounting principles include, but are not limited to intermediate accounting, advanced accounting, auditing, income tax, financial accounting, management accounting, and cost accounting.

E. A record of experience must be detailed on Certificate of Experience forms provided by the Board.

(1) A separate Certificate of Experience form shall be required from each employer.

(2) The Certificate of Experience form shall be signed by:

(a) the supervisory licensed Certified Public Accountant;  or

(b) the dean or department head of the institution where qualifying teaching experience was gained.

(3) The Board may require such other information as it deems necessary to determine the acceptability of experience, including, but not limited to:

(a) review of work papers and other work products;  and

(b) review of time record;  and

(c) interviews with applicants and supervisors.

1-21. Other Responsibilities and Practices.

A. Acts Discreditable.  A licensee shall not commit an act discreditable to the profession.

B. Solicitation and Advertising.  A licensee shall not seek to obtain clients by advertising or other forms of solicitation in a manner that is false, misleading, deceptive, or tends to promote unsupported claims.

Such activities include those that:

(1) create false or unjustified expectations of favorable results;  or

(2) imply the ability to influence any court, tribunal, regulatory agency, or similar body or official;  or

(3) consist of statements that are self-laudatory and that are not based on verifiable facts;  or

(4) make incomplete comparisons with other licensees;  or

(5) contain any other representations that would be likely to cause a reasonable person to misunderstand or be deceived;  or

(6) consist of the use of coercion, duress, compulsion, intimidation, or vexatious or harassing conduct.

C. Commissions and Referral Fees.

(1) Prohibited Commissions.  A licensee shall not for a commission recommend or refer to a client any product or service, or for a commission recommend or refer any product or service to be supplied by a client, or receive a commission, when the license or the licensee's firm also performs for that client:

(a) an audit or review of a financial statement;  or

(b) a compilation of a financial statement when the licensee expects, or reasonably might expect, that a third party will use the financial statement and the licensee's compilation report does not disclose a lack of independence;  or

(c) an examination of prospective financial information.

This prohibition applies during the period in which the licensee is engaged to perform any of the services listed above and the period covered by any historical financial statements involved in such listed services.

(2) Disclosure of Permitted Commissions.  A licensee who is not prohibited by this regulation from performing services for or receiving a commission may charge a commission for performing services if the client and the licensee enter into a separate written contract, executed by both parties, specifying the terms of the commission for each transaction to be conducted.  No commission is payable or enforceable in the absence of a clearly executed written contract.

(3) Referral Fees.  Any licensee who accepts a referral fee for recommending or referring any service of a Certified Public Accountant, Public Accountant, or Accounting Practitioner to any person or entity or who pays a referral fee to obtain a client shall disclose such acceptance or payment to the client in writing.

(4) This regulation 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 to their heirs or estates.

D. Form of Practice and Ownership and Practice Limitations. 

(1) A licensee shall practice public accounting, whether as an owner or employee, only in an entity organized in accordance with applicable South Carolina law as a proprietorship, partnership, limited liability partnership, limited liability company or professional corporation or association. 

(2) Ownership and Practice Limitations of Certified Public Accounting Firms. The characteristics of ownership of Certified Public Accountant entities (firms) and practice limitations shall be: 

(a) A super majority sixty six and two thirds (66 2/3%) percent of the ownership of the firm in terms of financial interests and voting rights must belong to Certified Public Accountants. The non-Certified Public Accountant owner shall be actively engaged as a firm member in providing services to the firm's clients as his or her principal occupation. Ownership by investors or commercial enterprises is prohibited. 

(b) There must be a Certified Public Accountant or group of Certified Public Accountants who has ultimate responsibility for all the services provided by the firm and by each business unit (geographic or functional) performing financial statement attest, review, or compilation services and other engagements governed by the American Institute of Certified Public Accountants (AICPA) Statements on Auditing Standards or Statements on Standards for Accounting and Review Services. At least one (1) managing owner and every resident manager in charge of an office in South Carolina must be a Certified Public Accountant in this State. 

(c) Non-Certified Public Accountant owners shall not assume ultimate responsibility for any financial statement attest or compilation engagement. 

(d) Non-Certified Public Accountant owners shall possess a baccalaureate degree and, beginning in the year 2010, have obtained one hundred fifty (150) semester hours of education at an accredited college or university. 

(e) Non-Certified Public Accountant owners will be permitted to use the title "principal," "partner," "owner," "officer," "member" or "shareholder," but not hold themselves out to be Certified Public Accountants. 

(f) Non-Certified Public Accountant owners shall abide by this Code of Professional Ethics. 

(g) Non-Certified Public Accountant owners shall complete the same work-related continuing professional education requirements as set forth in Section 40-2-380 and Regulation 1-17. 

(h) Owners shall at all times maintain ownership equity in their own right and shall be the beneficial owners of the equity capital ascribed to them. Provision shall be made for the ownership to be 

transferred to the firm or to other qualified owners if the non-Certified Public Accountant ceases to be actively engaged in the firm. 

3. Ownership and Practice Limitations of Firms of Public Accountants. The characteristics of ownership of Public Accountant entities (firms) and practice limitations shall be: 

(a) A super majority sixty six and two thirds (66 2/3%) percent of the ownership of the firm in terms of financial interests and voting rights must belong to Public Accountants (PAs) or Certified Public Accountants (CPAs). Owners who are not PAs or CPAs shall be actively engaged as a firm member in providing services to the firm's clients as his or her principal occupation. Ownership by investors or commercial enterprises is prohibited. 

(b) There must be a Public Accountant, CPA, or group of Public Accountants or CPAs who has ultimate responsibility for all the services provide by the firm and by each business unit (geographic or functional) performing financial statement attest, review, or compilation services and other engagements governed by the American Institute of Certified Public Accountants (AICPA) Statements on Auditing Standards or Statements on Standards for Accounting and Review Services. At least one (1) managing owner and every resident manager in charge of an office in South Carolina must be a Public Accountant or CPA in this State. 

(c) Owners who are not PAs or CPAs shall not assume ultimate responsibility for any financial statement attest or compilation engagement. 

(d) Owners who are not PAs or CPAs shall possess a baccalaureate degree and, beginning in the year 2010, have obtained one hundred fifty (150) semester hours of education at an accredited college or university. 

(e) Owners who are not PAs or CPAs will be permitted to use the title "principal," "partner," "owner," "officer," "member" or "shareholder," but not hold themselves out to be Public Accountants (or PAs). 

(f) Owners who are not PAs or CPAs shall abide by this Code of Professional Ethics. 

(g) Owners who are not PAs or CPAs shall complete the same work-related continual professional education requirements as set forth in Section 40-2-380 and Regulation 1-17. 

4.  Ownership and Practice Limitations of Accounting Practitioner Firms. The characteristics of ownership of Accounting Practitioner entities (firms) and practice limitations shall be: 

(a) A super majority sixty six and two thirds (66 2/3%) percent of the ownership of the firm in terms of financial interests and voting rights must belong to Accounting Practitioners, Certified Public Accountants (CPAs) or Public Accountants (PAs).  Owners who are not Accounting Practitioners, CPAs or PAs shall be actively engaged as a firm member in providing services to the firm's clients as his or her principal occupation. Ownership by investors or commercial enterprises is prohibited. 

(b) There must be an Accounting Practitioner, CPA or PA or group of Accounting Practitioners, CPAs or PAs who has ultimate responsibility for all the services provide by the firm and by each business unit (geographic or functional) performing compilation services. At least one (1) managing owner and every resident manager in charge of an office in South Carolina must be an Accounting Practitioner, CPA or PA in this State. 

 

(c) Owners who are not Accounting Practitioners, CPAs or PAs shall not assume ultimate responsibility for any financial statement compilation engagement. 

(d) Owners who are not Accounting Practitioners, CPAs or PAs shall be permitted to use the title “principal,” “partner,” “owner,” “officer,” “member” or “shareholder,” but not hold themselves out of be Accounting Practitioners, CPAs or PAs.

(e) Owners who are not Accounting Practitioners, CPAs or PAs shall abide by this Code of Professional Ethics. 

(f) Owners who are not Accounting Practitioners, CPAs or PAs shall complete the same work-related continuing professional education requirements as set forth in Section 40-2-380 and Regulation 1-17. 

(g) Owners shall at all times maintain ownership equity in their own right and shall be the beneficial owners of the equity capital ascribed to them.  Provision shall be made for the ownership to be transferred to the firm or to other qualified owners if the owner who is not an Accounting Practitioner, CPA or PA ceases to be actively engaged in the firm.

E. Firm Name. No licensee shall engage in a practice of public accountancy using a professional or firm name or designation that is fictitious, or that is misleading about the form of the firm, or that is misleading about any other matter, provided, however, that names of one (1) or more former partners, members, or shareholders may be included in the name of a firm or its successor. 

(1) A Certified Public Accountant firm shall not include the name or names of non-Certified Public Accountant owners. 

(2) A Certified Public Accountant firm shall not include the name of a Public Accountant or Accounting Practitioner who may be an owner. 

(3) The name of a firm of Public Accountants shall not contain the name of an Accounting Practitioner who may be an owner. 

(4) The terms, "and associates" and "and company" shall be used in firm names only to refer to owners whose names are not otherwise identified or included in the firm name. 

(5) The Board of Accountancy shall determine whether a name is misleading.

Fiscal Impact Statement:   No additional funds will be incurred by the State or any political subdivision.

