CR-103P (May 2009
RULE-MAKING ORDER (Implements IgCW);4.05.36?))

Agency: Board of Accountancy

Permanent Rule Only

Effective date of rule:
Permanent Rules
X 31 days after filing.

[] Other (specify) (If less than 31 days after filing, a specific finding under RCW 34.05.380(3) is required and should be
stated below)

Any other findings required by other provisions of law as precondition to adoption or effectiveness of rule?
[ Yes X No If Yes, explain:

Purpose: (1) Amend and decodify: WAC 4-25-640 What are the requirements concerning records and clients confidential
information? (2) Separate the portion of WAC 4-25-640 dealing with client records into a new rule: WAC 4-30-051 What
are the requirements concerning client records, including response to requests by clients and former clients for records?
and (3) Amend and decodify: WAC 4-30-670 What enforcement actions must be reported to the board?

Included in comprehensive review of all of the Board's rules to:
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Note: If any category is left blank, it will be calculated as zero.
No descriptive text.

Count by whole WAC sections only, from the WAC number through the history note.
A section may be counted in more than one category.

The number of sections adopted in order to comply with:

Federal statute: New 0 Amended 0 Repealed 0
Federal rules or standards: New 0 Amended 0 Repealed 0
Recently enacted state statutes: New 0 Amended O Repealed 0
The number of sections adopted at the request of a nongovernmental entity:
New 0 Amended 0 Repealed 0
The number of sections adopted in the agency’s own initiative:
New 1 Amended 2 Repealed 0
The number of sections adopted in order to clarify, streamline, or reform agency procedures:
New 12 Amended Repealed 0
The number of sections adopted using:
Negotiated rule making: New 0 Amended 0O Repealed 0
Pilot rule making: New 0 Amended 0O Repealed 0
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Citation of Existing Rules Affected by this Order:

WAC Title: New WAC | Grouping

section: Section:

4-25-640 What are the requirements concerning records 4-30-050 Ethics and Prohibited
and clients confidential information? Practices

4-25-670 What enforcement actions must be reported to 4-30-036 Board Administration
the board

New WAC Title: Grouping

Section:

4-30-051 What are the requirements concerning client Ethics and Prohibited Practices
records, including response to requests by clients
and former clients for records?

WAC section: | Statutory authority for adoption

4-25-640 RCW 18.04.055(2); 18.04.390(4)(b); RCW 18.04.405(1)

4-25-670 RCW 18.04.195(13)(b); 18.04.215(9)(b)

4-30-051 RCW 18.04.055(2); 18.04.390(4)(b); 18.04.405(1)




AMENDATORY SECTION (Amending WSR 08-18-01¢6, filed 8/25/08,
effective 9/25/08)

WAC 4-25-640 What are the requirements concerning records and
clients confidential information? (1) Client: The term "client"
as used throughout ((this——section)) WAC 4-30-050 and 4-30-051
includes former and current clients. For purposes of this section,
a client relationship has been formed when confidential information
has been disclosed by a prospective client in an initial interview
to obtain or provide professional services.
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3))) Sale or transfer of client records: No statement,
record, schedule, working paper, or memorandum, including
electronic records, may be sold, transferred, or bequeathed without
the consent of the client or his or her personal representative or
assignee, to anyone other than one or more surviving partners,
shareholders, or new partners or new shareholders of the licensee,
partnership, limited liability company, or corporation, or any
combined or merged partnership, limited liability company, or
corporation, or successor in interest.

((t4r)) (3) Confidential client communication or information:
Licensees, CPA-Inactive certificate holders, nonlicensee firm
owners ( (;—or—emptoyees—of——sSuch—persorns)) must not without the
consent of the client or the heirs, successors ((or—persomat)),
authorized representatives or employvee of the client disclose any
confidential communication or information pertaining to the client
obtained in the course of performing professional services.

(4) This rule does not:

(a) Affect in any way the obligation of those persons to
comply with a lawfully issued subpoena or summons;

(b) Prohibit disclosures in the course of a gquality review of
a licensee's attest, compilation, or other reporting services
governed by professional standards;

(c) Preclude those persons from responding to any inquiry made
by the board or any investigative or disciplinary body established
by local, state, or federal law or recognized by the board as a
professional association; or

(d) Preclude a review of client information in conjunction
with a prospective purchase, sale, or merger of all or part of the
professional practice of public accounting of any such persons.

[ 1] 0TS-3785.2



- i O AN T 4= o = o C o 4=
((-(—Eﬁ—e-l-rent—records. Trecelnrsees, Cria rlactrve certcrrrcace
1 1 .| 1 = o .| 1 £ 1
ToTITersS, ToITrICeITsSTee L[ I OwWIIers, Jdii comproyees oL Suclil persorrs

A £ . 1 e 4] . - A h) . ul
HTUST L ULITNTSIT |SR) LIS LD CLITTITU UL TS Sy o UCTTOoOoUL S UL PELSUITIAdL

4 N 4 ] o N
LTI TOoTIICLAat T VESy UpulT TTyuT ol dilidd T T©aoUVUIIduTT 1TTOLT ITTT .

L AY 2 = 31 1 31 | 1 | . . 1 e =
\(ada) A CUOPYy UL LTUULUS, o LIICTUULT S, dllU ©T1LTCUCLLOUIT1TT UUCTUIINTITILS UL

=1 A ) A A = - 1 1 1 1 1 ] 1 2l
CLITUST PTL oSUlITlS, LU LI TXLTIIT UlIdU oSUCIT T TTCULUS JdllU oSUTlITUU LTS WOULU

N a—1 e A A £ 4] - W | ] ] A
ULULIIdL LT LY CUITOS U LT TUTULT part UL U1 CLITITU O L TCULUS T dL T ITOU

4= 4 1 | 4 4= J = 4 ]
UtltlITcr wtrotT davadalildoltT LU Ui UL ITIIC, T

L1\ .Y i 4] ] h) ul . A o de . ]
VLU ATy dCTUUITULITITIg- UL ULl L TCULUS  DELTUIIgLITg LU, UL 00Ul adllITUu

£ i) i) 1 o £ 4= J = 4 4= 4 4= J = Vakmi.\ I N
LT T Ol oL Ul oTlliatt UL, clrie  C11TITL, ClIat Tl 1T 1TTITSoTT, CrA— 11IIdaC U 1L VYT
P -] a 1 1 1. ali] 1 e 1
CCL LI L ITCTatT 1ITUIUT L, UL T 1TTUITT T CTIToTT L L LI UOWIIEL, UL TP ITUYTTS UL oUCTIl
1 el ) 1 - | s + ! £ 4=
pPTL oSUITS IERSIIIIGAVASIUE L T OIIMT C1IT CLITIIU O PLTITLOoTOS UL I TCTLVTU LT UL ClIT

- W | A . ul N ul A . 1 e h) e 1
CLITITU o daCtTuUllTt,LITCITUU LTI T ITUC L L UITTTU  UUCUINIEITUL S, OUL S UTITT PTL oUITS

1 ] 4 4 4 £ i) ] 4 £ 4= J = 4 i)
Hay TaRrtT™ dliraa LT TLalll CTUPTITOS UL o UT I UUTUIRTITIU S UL Ll CTLITIIT WIITII

]
1l

=] = =] 1 . = = . | . = 1
LIITY L OLI LLIT Ydo Lo 1L UL PpPLULTOO LULIAL o CL VIUTCTO UOLLTLTU UL

1 1 1 )
LTIUTITU Uy CLITUST PTL SUITS .

Vi \ I = O N - e KL =] A h) A -
(T D ITTTITOTT S, CrA—T ITIIdC U LI VE CTL LI L TTUTAOLT ITUTUTL S5 ITUITT TTTITOTT

= = ] ul £ i) 4 4 £ 4
L ITTIT UOWIITL S5y, dlI/7 UL ClHIPpLTUyTTS UL SUCTIT " PTL SUITo T ITUS T 1TTUL T TLTUST Sy

. 1 o . 1 . ul 1 o ul . . 1 . 1 o
L TUULIT CLITITU LTTCULUS, LITCTUULITIY CITCLLUITTT UOUTUIRTITU S, PTITULINY

: k| s Nl 1 1 1 104 .
peEL LOUOU UL oTVTIl y©dl o 4dLLTL 4 L1IUTIIOTT CUIICLIUUTS dll duult UL LTVITW

i) 4 4 4 4= £ 11 2 ] ] ] 4
o UT 1L PTLOUITS HITU ST I TLlalll ClIT LTOUT TOUWITITY I TCULUS dlTT UJOUCUIRTITT S,

d ul ] = | . J 1 ] h] A : £ h| : .
LITCITUULIIg T 1ITCUCLLUITLICOC L TCULUS ulrrt<coo [IIdl U CUPpLITS UL o ULl TXALOSU .

Vi \ n ] £ 4 4= ] 4 £ 4= J o 4 2
a) NTCCULUS LTULNITITY LI Udo Lo UL Ll aduddrLt UL LTVITW,

[l T J J 2 10 4 . 1 4 S
() NCTLULUS UUCUIITIIT LITY AdauUU LT UL LCTVITW PLUCTUULTOS dayp L 1LTU,

L AY n | | A o L | la i o | o ] ] = £ = o ]
(O RECULUS UUCTUINKEITU Iy TV IUTIITCTE U0 LadTlITU TITCTUUTITIg T TITdlTC T at

1 . | ul . 1 . . 1 . 1 . ] 1o 4

uatdy dlldalyotToy CUITCTUS TUITS, dllUUpPLITTUITo LT dlTU LU LI dUuL U UL
LN D A 1 2 1 : 1 11 ] 1. .
(U  RECULUS UUCUINKEITU LI CUITC T US LTUITS L &ATCIITU DYy LI T I TTIToTT 111

the—audit—or—review engagement-) )

AMENDATORY SECTION (Amending WSR 08-18-01¢, filed 8/25/08,
effective 9/25/08)

WAC 4-25-670 What enforcement actions must be reported to the
board? (1) A licensee, CPA-Inactive certificate holder, or
nonlicensee firm owner must notify the board, of the following
matters, in the manner prescribed by the board, within thirty days
of the issuance of:

(a) A sanction, order, suspension, revocation, or modification
of a license, certificate, permit or practice rights by the SEC,
PCAOB, IRS, or another state board of accountancy for any cause
other than failure to pay a professional license fee by the due
date or failure to meet the continuing professional education
requirements of another state board of accountancy; or

(b) Charges filed by the SEC, IRS, PCAOB, another state board
of accountancy, or a federal or state taxing, insurance or
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securities regulatory body that the 1licensee, CPA-Inactive
certificate holder, or nonlicensee firm owner committed a
prohibited act that would be a wviolation of board ethical or
technical standards.
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£3))) Licensed CPA firms with more than one licensed owner are
not required to report on action taken against owners, principals,
partners, or employees.

((t4r)) (3) If you hold a license or CPA-Inactive certificate
issued through the foreign reciprocity provisions of the act, you
must notify the board of any investigations undertaken, or
sanctions imposed, by a foreign credentialing body against your
foreign credential within thirty days of receiving notice that an
investigation has begun or a sanction was imposed.

NEW SECTTION

The following sections of the Washington Administrative Code
are decodified as follows:

Old WAC Number New WAC Number
4-25-640 4-30-050
4-25-670 4-30-036
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NEW SECTION

WAC 4-30-051 What are the requirements concerning client
records, including response to requests by clients and former
clients for records? (1) The following terms are defined below
solely for use with this section:

(a) Client provided records are accounting or other records
belonging to the client that were provided to the licensee, CPA-
Inactive certificate holder, and/or nonlicensee firm owner and
employees of such persons by or on behalf of the client.

(b) Client records prepared by the licensee, CPA-Inactive
certificate holder, and/or nonlicensee firm owner are accounting or
other records (for example, tax returns, general ledgers,
subsidiary journals, and supporting schedules such as detailed
employee payroll records and depreciation schedules) that the
licensee, CPA-Inactive certificate holder, and/or nonlicensee firm
owner and employees of such persons was engaged to prepare for the
client.

(c) Supporting records are information not reflected in the
client's books and records that are otherwise not available to the
client with the result that the client's financial information is
incomplete. For example, supporting records include adjusting,
closing, combining or consolidating journal entries (including
computations supporting such entries), that are produced by the
licensee, CPA-Inactive certificate holder, and/or nonlicensee firm
owner and employees of such persons during an engagement.

(d) Licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner working papers include, but are not limited
to, audit programs, analytical review schedules, statistical
sampling results, analyses, and schedules prepared by the client at
the request of the 1licensee, CPA-Inactive certificate holder,
and/or nonlicensee firm owner and employees of such persons.

(2) When a client or former client (client) makes a request
for client-provided records, <client records prepared by the
licensee, CPA-Inactive certificate holder, and/or nonlicensee firm
owner, or supporting records that are in the custody or control of
the licensee, CPA-Inactive certificate holder, and/or nonlicensee
firm owner that have not previously been provided to the client,
the licensee, CPA-Inactive certificate holder, and/or nonlicensee
firm owner should respond to the client's request as follows:

(a) Client provided records 1in the licensee, CPA-Inactive
certificate holder, and/or nonlicensee firm owner custody or
control must be returned to the client.

(b) Client records prepared by the licensee, CPA-Inactive
certificate holder, and/or nonlicensee firm owner must be provided
to the client, except that client records prepared by the licensee,
CPA-Inactive certificate holder, and/or nonlicensee firm owner may
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be withheld if the preparation of such records is not complete.

(c) Supporting records relating to a completed and issued work
product must be provided to the client.

(d) Persons subject to this subsection developing and
maintaining such records, or schedules should make a reasonable
effort to provide the required information and data to the client
in a format useable by the client to avoid the cost to the client
of duplicate reentry of individual transaction or other information
into the client's or successor custodian's recordkeeping system.

(3) The 1licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner is not required to convert records that are
not in electronic format to electronic format. However, 1f the
client requests records in a specific format and the licensee, CPA-
Inactive certificate holder, and/or nonlicensee firm owner was
engaged to prepare the records in that format, the client's request
should be honored.

(4) Licensees, CPA-Inactive certificate holders, nonlicensee
firm owners, and/or employees of such persons must not refuse to
return or provide records indicated in subsection (1) (a), (b), and
(c) of this section including electronic documents, pending client
payment of outstanding fees.

(5) Once the licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner and employees of such persons has complied
with the requirements in subsection (2) of this section, he or she
is under no ethical obligation to comply with any subsequent
requests to again provide such records or copies of such records.
However, 1f subsequent to complying with a request, a client
experiences a loss of records due to a natural disaster or an act
of war, the licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner should comply with an additional request to
provide such records.

(6) Licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner working papers are the licensee, CPA-
Inactive certificate holder, and/or nonlicensee firm owner property
and need not be provided to the client under provisions of this
section; however, such requirements may be imposed by state and
federal statutes and regulations, and contractual agreements.

(7) In connection with any request for client-provided
records, client records prepared by the licensee, CPA-Inactive
certificate holder, and/or nonlicensee firm owner and employees of
such persons, or supporting records, the licensee, CPA-Inactive
certificate holder, and/or nonlicensee firm owner may:

(a) Charge the client a reasonable fee for the time and
expense incurred to retrieve and copy such records and require that
such fee be paid prior to the time such records are provided to the
client;

(b) Provide the requested records in any format usable by the
client;

(c) Make and retain copies of any records returned or provided
to the client.

(8) Where a licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner is required to return or provide records to
the client, the licensee, CPA-Inactive certificate holder, and/or
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nonlicensee firm owner should comply with the client's request as
soon as practicable but, absent extenuating circumstances, no later
than forty-five days after the request is made. The fact that the
statutes of the state 1in which the licensee, CPA-Inactive
certificate holder, and/or nonlicensee firm owner practices grants
the licensee, CPA-Inactive certificate holder, and/or nonlicensee
firm owner a lien on certain records in his or her custody or
control does not relieve the licensee, CPA-Inactive certificate
holder, and/or nonlicensee firm owner of his or her obligation to
comply with this section.

(9) A 1licensee, CPA-Inactive certificate holder, and/or
nonlicensee firm owner is under no obligation to retain records for
periods that exceed applicable professional standards, state and
federal statutes and regulations, and contractual agreements
relating to the service(s) performed.

(10) Audit and review record retention requirements: For a
period of seven years after a licensee concludes an audit or review
such persons must retain the following records and documents,
including electronic records unless hard copies of such exist:

(a) Records forming the basis of the audit or review;

(b) Records documenting audit or review procedures applied;

(c) Records documenting evidence obtained including financial
data, analyses, conclusions, and opinions related to the audit or
review engagement; and

(d) Records documenting conclusions reached by the licensee in
the audit or review engagement.
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