new
= del ete

underscored materi a

[ bracketed—raterial]

© 00 N oo o1~ W N P

N N NN NN B B R R R R R R R R
g B W N B O © ©® N O OO0 M W N P O

SENATE BI LL 266
A44TH LEGISLATURE - STATE OF NEW MEXICO - SECOND SESSION,

2000

| NTRODUCED BY
Don Ki dd

AN ACT
RELATI NG TO PUBLI C ACCOUNTANCY; PRCHI BI TI NG CERTAI N ACTS.

BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF NEW MEXI CO
Section 1. Section 61-28B-3 NMSA 1978 (being Laws 1999,
Chapter 179, Section 3) is anended to read:
"61-28B-3. DEFINITIONS.--As used in the 1999 Public
Account ancy Act:
A. "attest" neans to provide the follow ng
financial statenent 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 services; and

(3) an exam nation of prospective financi al

information performed in accordance with the statenents on
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standards for attestati on engagenents;

B. "board" neans the New Mexico public accountancy
boar d;

C. "certificate" means the | egal recognition
issued to identify a certified public accountant or a
regi stered public accountant pursuant to the 1999 Public
Accountancy Act or prior |aw,

D. "certified public accountant” means a person
certified by this state or by another state to practice
publ i c accountancy and use the designation;

E. "contingent fee" neans a fee established for

the perfornmance of a service pursuant to an arrangenent in

which no fee will be charged unless a specific finding or

result is attained or upon which the anbunt of the fee is

dependent _upon a finding or result. "Contingent fee" does

not nean a fee set by the court or a public authority on a

tax matter;

[E-] E_ "director" nmeans the executive director of
t he board;

[] G "firm neans a sole proprietorship,
prof essi onal corporation, partnership, limted liability
conmpany, limted liability partnership or other |egal
busi ness entity that practices public accountancy;

[&] H_ "licensee" neans a certified public
accountant, certified public accountant firm registered
public accountant or registered public accountant firm

[H-] L. "peer review' means a study, appraisal or
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review of one or nore aspects of the professional work of a
firmby a certified public accountant who is not affiliated
with the firm being revi ewed;

[+] J. "permt" neans the annual authority
granted to practice as a certified public accountant firm or
a registered public accountant firm

[3~] K_ "person" neans a |icensee;

[k L. "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

[&=] M_ "public accountancy” neans the perfornmance
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, the
preparation of tax returns or the furnishing of advice on tax
matters;

[M] N_ "registered public accountant” neans a
person who is registered by the board to practice public
accountancy and use the designation;

[N-] O "report" neans 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

statenment or inplication that the person issuing it has
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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
i censee; and
(3) includes the follow ng types of reports
as they are defined by board rule:
(a) a reviewreport; or
(b) an audit report;

[©] P. "specialty designation" neans a
desi gnation indicating professional conpetence in a
speci al i zed area of practice; and

[P-] Q ‘"substantial equival ency" neans a
determ nation by the board that the education, exam nation
and experience requirements for certification of another
jurisdiction are conparable to or exceed the correspondi ng
requirenments of the 1999 Public Accountancy Act."

Section 2. Section 61-28B-17 NVBA 1978 (being Laws
1999, Chapter 179, Section 17) is anended to read:
"61-28B-17. ENFORCEMENT- - UNLAWFUL ACTS. - -
A. Except as provided in Subsection C of this

section and Section [348—ef—+he31999Publec—-Acecountancy—Act]
61-28B-18 NWMBA 1978, it is unlawful for a person to engage in

practice in New Mexico unless he is a |icensee.

B. Except as provided in Subsection C of this

section and Section [38—ef—t+he—3999PublHec—-Acecountancy—Act]
61-28B-18 NMSA 1978, no person or accountant shall issue a

report or financial statement of a person or a governnental
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unit or issue a report using any form of |anguage
conventionally used respecting an audit or review of
financial statements, unless he holds a current |icense or
permt. 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

[ 38—of—+he1999PublHecAccountaney—Aet] 61-28B-18 NVEBA 1978,

a person or accountant who prepares a financial accounting

and related statenents and who is not the holder of a
certificate or a permt under the provisions of that act
shall use the following statenment in the transmittal letter
"I (we) have prepared the acconpanying financial statenments
of (name of entity) as of (tinme period) and for the (tinme
period) ending (date). This presentation is limted to
preparing in the formof financial statenents information
that is the representati on of managenment (owners). | (we)
have not audited nor reviewed the acconpanying financia
statements and accordingly do not express an opinion or any
ot her 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 pernit, no

person or accountant shall use any title, initials or
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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) bhe 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
nane or designation that is m sleading about the | egal form
of the firm provided, however, that names of one or nore
former partners, sharehol ders or nenbers may be included in
the nanme of a firmor its successors.

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

[ H—A+eensee—shaH—not—pay—a—commsston—to
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I : i . . I . I
professional—services—are—undertaken]

H. A licensee or his firmshall not receive a

comm ssion to recommend or refer a product or service to a

client or to recommend to anyone el se a product or service to

be supplied by a client during the period the licensee or his

firmis engaged to performthe foll owi ng services and during

the period covered by any historical financial statenents

involved in the services:

(1) an audit or review of a financia

stat enent ;

(2) a conpilation of a financial statenent

when the |icensee expects or might reasonably expect that a

third party will use the financial statenent., and the

conpil ation report does not disclose the | ack of independence

by the licensee; or

(3) an exam nation of prospective financial

i nformation.
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l. Alicensee or his firmthat is not prohibited

fromreceiving a comm ssion by Subsection H of this section

and that is paid or expects to be paid a conmi ssion shal

disclose that fact to the person for whomthe |icensee or his

firmperforns a service or refers or recommends a product or

service. A licensee or firmthat accepts or pays a referra

fee for a service or to obtain a client shall disclose such

acceptance or paynent to the client.

J. Alicensee or his firmshall not charge or

receive a contingent fee when the licensee or his firm

perforns the foll owi ng services:

(1) an audit or review of a financial

stat enent ;

(2) a conpilation of a financial statenent

when the |icensee expects or reasonably m ght expect that a

third party will use the financial statenent and the

conpil ation report does not disclose a |lack of independence;

(3) an exani nation of prospective financial

i nformation; or

(4) preparation of an original or anmended

tax return or claimfor tax refund.

[~] K_ No licensee shall sign or certify any
financial statenents if he knows the sane to be materially
fal se or fraudulent."

Section 3. EFFECTI VE DATE. --The effective date of the
provisions of this act is July 1, 2000.
- 8 -
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