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1100.0100 DEFINITIONS.

Subpart 1 Scope. For the purposes of this chapter, the terms 1n this part have the mean-
ngs given them.

Subp la. AICPA or institute. “AICPA” or “institute” means the American Institute of
Certified Public Accountants

Subp 1b Applicant. “Applicant” means a person applying to take the uniform Cert1-
fied Public Accountant examination.

Subp 1c Board. “Board” means the Minnesota Board of Accountancy.

[For text of subps 2 and 3, see M.R ]

Subp 3a Certificate holder. “Certificate holder” means a person who has passed the
uniform Certified Public Accountant examination and the Minnesota ethics examination and
1s not licensed

Subp 3b Client. “Client” means the person or entity which retains a certified public
accountant, a licensed public accountant, or the accountant’s firm, engaged 1n the practice of
public accounting, for the performance of professional accounting services

[For text of subp 4, see M R.] -

Subp 4a Enterprise. “Enterprise” means any person or entity, whether organized for
profit or not, for which a CPA or LPA provides services

Subp 4b. Firm. “Firm” means a partnership, professional corporation, limited liability
company, limited liability partnership, or association engaged 1n the practice of public ac-
counting, including ndividual partners or shareholders

Subp. 4c Financial statements. “Financial statements” means statements and foot-
notes related to the statements that purport to show financial position or results of operation
which are related to a point in tume or periods of time, or statements of cash flow, which relate
to periods of time, and statements which use cash or other incomplete basis of accounting
Balance sheets, statements of 1ncome, statements of retained earnings, statements of cash
flow, and statements of changes 1n owners’ equity are financial statements

Incidental financial data included 1n management advisory services reports to support
recommendations to a client, and tax returns and supporting schedules do not, for this pur-
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pose, constitute financial statements, and the statement, affidavit, or signature of preparers
required on tax returns neither constitutes an opinion on financial statements nor requires a
disclaimer of such opinion

Subp 5 Inpublic practice. “In public practice” means a CPA or LPA mdividually ora
CPA or LPA firm that performs professional accounting services for a fee within this state

[For text of subps 6 and 7, see MR ]

Subp 7a Licensee. “Licensee” means a person holding an active or nactive license

1ssued under Minnesota Statutes, section 326 20, subdivision 1
[For text of subps 8 and 9, see M R ]

Subp 10 Practice of public accounting. “Practice of public accounting” means the
performance or the offering to perform by a person or firm holding 1tself out to the public as a
licensee, for a client or potential client, of one or more kinds of services involving the use of
accounting or auditing skills, including the 1ssuance of reports on financial staterents, or of
one or more kinds of management advisory, financial advisory or consulting services, or the
preparation of tax returns or the furnishing of advice on tax matters

Subp 11 Professional accounting services. ‘“Professional accounting services”
means one or more types of services performed 1n the practice of public accounting

Statutory Authority: MS s 326 18
History: 18 SR 2360

1100.0200 INTERPRETATION OF RULES.
[For text of subpart 1, see MR |
Subp 2 Interpretation powers of board. Nothing contained 1n this chapter shall be
deemed to prohibit or limit 1n any way the exercise by the board of powers granted to 1t by
Minnesota Statutes, sections 319A 01 to 319A 22,326 17 to 326 229, 326 53, and 214 001
t0214 12
[For text of subps 2a and 3, see MR ]

Statutory Authority: MS s 326 18
History: 18 SR 2360

1100.0600 COMMUNICATIONS.

An applicant, certificate holder, or licensee shall respond to communications from the
board, commuttees of the board, or the attorney general on behalf of the board within 30 days
of the mailing of communications, unless an earlier response 1s requested within the commu-
nications An applicant, certificate holder, or licensee shall appear before the board, commut-
tees of the board, or the attorney general on behalf of the board when requested to do so and
provide copies of all pertinent records, including handwriting samples, to assist the board 1n
its deliberations Communications should be addressed to “Executive Secretary, Board of
Accountancy ”’

Statutory Authority: MS s 326 18

History: 18 SR 2360

1100.0650 AGREEMENT TO OBSERVE CODE.

The act of filing an application for examination, certification, or licensure constitutes an
agreement upon the part of the applicant to observe the Code of Professional Conduct, parts
1100 4000 to 1100 6100 Also, 1n the practice of public accounting and in rendering profes-
stonal accounting services, a CPA and LPA shall adhere to the code

Statutory Authority: MS s 326 18

History: /8 SR 2360

1100.0900 EXPIRATION OF APPLICATION.

An application for CPA examination or reexamination expires five years from the date
of the board’s approval to sit for the 1nitial exammation Once an application has expired, the
board shall require anew application, new supporting documentation, and examination in all
sections 1f the file has not been reactivated during the five~year period

Statutory Authority: MS s 326 18
History: /8 SR 1471
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1100.1300 EXAMINATIONS AND CERTIFICATION FOR CPA APPLICANTS.
[For text of subps 1 to 5, see MR ]

Subp 6 Attendance. An applicant shall be present and prepared to engage in the work
promptly at the hours appointed An applicant who 1s unable to be present shall notify the
board as soon as reasonably possible, but no later than 4 30 p m on the day before the first
day of the complete examination Failureto do so shall be considered just cause for exclusion
and forfeiture of the examination fee An applicant who 1s unable to be present at the ex-
amination for which an application was approved by the board shall reapply for a later ex-
amination consistent with the examination application deadlines 1n part 1100 0800 and fur-
nish current information on forms provided by the board First time applicants shall take all
sections of the examination An applicant shall apply for and be present at the next examina-
tion given or the applicant’s fee shall be forfeited

[For text of subps 7 and 8, see MR ]

Subp 9. Passing grade. To pass an examination an applicant must receive a grade of at
least 75 percent 1n each of the sections covered by the examination

[For text of subp 10, see M.R ]
Statutory Authority: MS s 326 18
History: /8 SR 1471

1100.1400 CPA REEXAMINATIONS.

Subpart 1 Applicants who fail three or more sections. An applicant who fails three or
more sections and receives no grade less than 50 shall be allowed to sit for reexamination at
the nextexamination given and shall be required to retake all sections of the examination An
applicant who fails three or more sections and receives a grade of less than 50 m any section
shall not be allowed to sit for reexamination at the next examination but may sit for subse-
quent examinations

Subp 2 Applicants who pass two sections. An applicant who has passed two of the
sections given 1n the written examination and received no grade less than 50 1n the sections
failed shall be reexamined only 1n the sections failed

An applicant who passed two of the sections given 1n the examination and received one
or more grades less than 50 has failed the examination and shall retake all sections of the ex-
amination

Subp 3 Applicants who pass three sections. An applicant who has passed three of the
sections m one examination shall be reexamined only 1n the section failed

Subp 4 Application for reexamination. An applicant for reexamination shall apply
for and be reexamined 1n all failed sections at each examination for which the applicant ap-
plies

Subp 5 Conditioning. An applicant for reexamination under subparts 2 and 3 shall be
reexamuned 1n all sections unless the applicant passes the remaining sections within the next
five examinations given by the board

Statutory Authority: MS s 326 18
History: 18 SR 1471

1100.1500 RECIPROCITY WITH OTHER STATES.
[For text of subpart 1, see M.R ]

Subp 2 Application. An applicant who has passed two or more sections of the uniform
examination under the jurisdiction of the accountancy board of another state may request that
the board recognize and adopt said passing grades The request shall be granted if the board
determines the applicant satisfied all of the qualifications which would have been required
had application been made to the Minnesota board on the date of original application to the
other accountancy board.

[For text of subp 3, see MR |
Statutory Authority: MS s 326 18
History: 18 SR 1471
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1100.1902 FORM OF PRACTICE AND NAME.

Subpart 1. Forms of practice. A licensee may practice public accounting, whether as
an owner or employee, only m the form of a sole proprietorship, a partnership, or a profes-
sional corporation, organized 1n accordance with the applicable provisions of Minnesota
laws governing the practice of public accounting and the organization and operation of part-
nerships and professional corporations

Subp 2 Names. A licensee shall not practice under a firm name which includes any
fictitious name, indicates specialization, or 1s misleading as to the type of organization (pro-
prietorship, partnership, or corporation), as to the ownership of the organization, or as to the
ability, resources, or size of the organization

Subp 3 Names of past or deceased partners or shareholders. Names of one or more
past partners or shareholders may be included in the firm name of a successor partnership or
corporation Where a partner or shareholder survives the death or withdrawal of all other
partners or shareholders, the remaining partner or shareholder may continue to practice un-
der the partnership or corporation name for up to two years after becomung a sole practitioner
or a professional corporation with one shareholder No name shall be used when the with-~
drawn partner or shareholder continues to practice public accounting or does not consent to
the use of the name

Subp 4 Other designations. For purposes of Minnesota Statutes, section 326 211,
subdivision 9, the term “other similar designations” includes the designation “and
Associates” and any abbreviation

Statutory Authority: MS s 326 18
History: 17 SR 2274, 18 SR 2360

1100.2110 TYPES OF LICENSES.
A license 1s required for persons who.

A engage 1n the practice of public accounting, and

B hold certified public accountant or licensed public accountant certificates, are
eligible for licensure as certified public accountants or licensed public accountants, and who
are self~employed or employed by certified public accountants, licensed public accountants,
or certified public accountant or licensed public accountant corporations or partnerships For
purposes of this chapter, such a license shall be referred to as an active license.

Persons who have held active licenses 1n the past who are not currently engaged 1n the
practice of public accounting and are exempt from the continuing professional education re-
quirements of parts 1100.6400 to 1100 7900 pursuant to part 1100 6700, subpart 1, shall be
licensed For purposes of this chapter, such a license shall be referred to as an mactive license.

Statutory Authority: MS s 326 18

History: 18 SR 1471

1100.3000 CORPORATION’S LICENSE APPLICATION.

An application for license must be made on the form provided by the board and must be
accompanied by a certified copy of the articles of incorporation filed with the Minnesota sec-
retary of state Applications must be accompanied by the appropriate fee as provided in part
1100 3600, 1n the form of a money order or check made payable to “Minnesota Board of Ac-
countancy.”

A corporation incorporated as a business corporation under Minnesota Statutes, chapter
302A, before December 31, 1985, shall be licensed by the board provided that the corpora-
tion amends 1ts articles to conform to Minnesota Statutes, sections 319A 07 to 319A.17 and
319A.21

To qualify under this part, the amended articles must be 1n effect and filed with the board
by March 1, 1992

A corporation that does not amend and file 1ts articles by March 1, 1992, and a corpora-
tron applying for initial licensure after December 31, 1985, must incorporate under the Min-
nesota Professional Corporations Act, Minnesota Statutes, chapter 319A.

. To qualify under this part, a corporation incorporated 1n another state must be incorpo-
rated as a corporation under the laws of that state provided the laws are at least equivalent to
the Minnesota Professional Corporations Act, Minnesota Statutes, chapter 319A.
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A foreign corporation, incorporated as a business corporation, shall amend its articles,
bylaws, and buy—sell agreements in accordance with the Minnesota Professional Corpora-
tions Act, Minnesota Statutes, chapter 319A

Statutory Authority: MS s 326 18

History: 18 SR 1471

1100.3100 APPLICATION FOR INITIAL CORPORATION LICENSE.

The application for an 1initial corporation license shall be filed with the board accompa-
nied by a fee as provided 1n part 1100.3600, subpart 1, 1tem G, and shall include the follow-
n

¢ [For text of items A to D, see M R.]

Statutory Authority: MS s 326.18

History: /8 SR 1471

1100.3200 NOTICE OF CORPORATION’S LICENSE REQUIREMENTS;
RESPONSIBILITY FOR APPLICATION AND FEE.

The board shall notify each currently licensed corporation of the licensing requirements
for the succeeding year. In the absence of such notification, 1t 1s the responsibility of each
corporation in public practice to apply for a license and pay the appropriate fee as provided i
part 1100.3600, subpart 2. The corporation 1s responsible for determining that each of 1ts
CPA or LPA shareholders and employees practicing public accounting i Minnesota 1s also
currently licensed as an individual with the board.

Statutory Authority: MS s 326 18
History: 18 SR 1471

1100.3600 FEES.

Subpart 1. Initial application fees. Applications shall be accompanied by fees payable
to the “Minnesota Board of Accountancy” in the amounts described in items A to G

[Fortext of tem A, see M R |
B Apphcation for certified public accountant reexamination 1n failed sections,
$40 per section but not 1n excess of $150
[For text of tems Cto F, see MR ]
G Application for imtial corporation hicense, $100
Subp 2 Annual license renewal fees. Annual license renewal fees shall be as follows
[For text of items A to C, see M R.]
D corporations, $35.
[For text of subps 2a to 4, see M.R |
Statutory Authority: MS s 326 18
History: 18 SR 1471
1100.3800 [Repealed, 18 SR 2360]
1100.3900 [Repealed, 18 SR 2360]

CODE OF PROFESSIONAL CONDUCT

1100.4000 AUTHORITY FOR RULES.

Parts 1100 4000 to 1100.6100 are adopted under the authonty granted by Minnesota
Statutes, section 326.18, which delegates to the board the power and duty to make rules of
professional conduct.

Statutory Authority: MS s 326 18

History: 18 SR 2360 ‘

1100.4200 SCOPE OF CODE OF PROFESSIONAL CONDUCT.

Subpart 1. Limitations. The rules of professional conduct which follow apply to all ser-
vices performed 1n the practice of public accounting including tax and management advisory
services except
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[Fortext of item A, see MR ]

B that a licensee who 1s practicing outside the United States shall not be subject to
discipline for departing from parts 1100 4000 to 1100 6100 so long as the licensee’s conduct
1s in accord with the rules of the organized accounting profession in the country in which the
licensee 1s practicing However, where a licensee’s name 1s associated with financial state-
ments 1n such a manner as to imply that he or she 1s acting as an independent public accoun-
tant and under circumstances that would entitle the reader to assume that United States prac-
tices were followed the licensee shall comply with the requirements of parts 1100 4800 and
1100 4900

A licensee engaged 1n the practice of public accounting shall observe all the rules of
professional conduct. An individual with an mnactive license or a retiree not engaged n the
practice of public accounting shall observe only parts 1100.0600, 1100 4300, and 1100 4500
since all other rules of professional conduct relate only to the practice of public accounting

[For text of subp 2, see MR ]
Statutory Authority: MS s 326 18
History: 18 SR 2360

1100.4300 ACTS DISCREDITABLE.

Subpart 1 Generally. A licensee shall not commut an act discreditable to the profession
Parts 1100 4000 to 1100 6100 do not comprzse all acts that may be considered incompatible
with the obligations and responsibilities imposed by professional status or discreditable or
harmful even though not specifically mentioned or described in this part Any licensee may
be censured, suspended, or expelled for cause by the board, after due opportunity of a hearing
upon charges, whether or not the alleged misconduct 1s specifically enumerated or described
1n this part

Subp 2 Discrimination in employment practices. Discrimination 1in employment
that violates Minnesota Statutes, section 363 03, 1s presumed to constitute an act discredit-
able to the profession

Subp 3 Negligence in preparation of financial statements or records. A licensee
who through negligence makes, permits, or directs another to make false and misleading en-
tries 1n the financial statements or records of an entity shall be considered to have commutted
an act discreditable to the profession

Subp 4 Attest or similar services. When a licensee agrees to perform an attest or simi-
lar service for the purpose of reporting to governmental bodies, commissions, or regulatory
agencies, the licensee must follow their requirements, 1n addition to the generally accepted
auditing standards incorporated by reference 1n part 1100.4650, where applicable. Failure to
follow the requirements 1s an act discreditable to the profession, unless the licensee discloses
1n the licensee’s report that the requirements were not followed and gives the reasons

Statutory Authority: MS s 326 18
History: /8 SR 2360

1100.4400 INDEPENDENCE.

Subpart 1 Financial statements. A licensee shall be independent when the licensee or
the licensee’s firm performs

A. an audit or review of a financial statement,

B acompilation of a financial statement when the licensee expects, or reasonably
mught 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

Subp 2 Conflicts of interest. Independence shall be considered to be impaired 1f, for
example, a licensee had any of the following transactions, interests, or relationships

A While providing professional accounting services for the client, or at the time of
expressing an opinion, a licensee or a licensee’s firm

(1) had or was commutted to acquire any direct or material indirect financial
nterest 1n the enterprise,
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(2) was a trustee of any trust or executor or administrator of any estate 1f such
trust or estate had or was commutted to acquire any direct or material indirect financial inter-
est 1n the enterprise,

(3) had any joint, closely held business investment with the enterprise or with
any officer, director, or principal stockholder that was material in relation to the licensee’s net
worth or to the net worth of the licensee’s firm, or

(4) had any loan to or from the enterprise or any officer, director, or principal
stockholder of the enterprise

B During the period covered by the financial statements, while providing profes-
s1onal accounting services for the client, or at the time of expressing an opinion, a licensee or
a licensee’s firm

(1) was connected with the enterprise as a promoter, underwriter, or voting
trustee, as a director or officer, or 1n any capacity equivalent to that of a member of manage-
ment or an employee, or

(2) was a trustee for any pension or profit—sharing trust of the enterprise
Items A and B are examples and are not intended to be all-inclusive

Statutory Authority: MS s 326 18
History: /8 SR 2360

1100.4500 INTEGRITY AND OBJECTIVITY; CONFLICT OF INTEREST.

A In the performance of any professional accounting services, a licensee shall
maintain objectivity and integrity, shall be free of conflicts of interest, and shall not knowing-
ly musrepresent facts or subordinate his or her judgment to others

B A licensee who knowingly makes, or permits or directs another to make, false
and misleading entries 1n an entity’s financial statements or records shall be considered to
have knowingly misrepresented facts

C A conflict of interest may occur 1f a licensee performs a professional accounting
service for a client or employer, and the licensee or the licensee’s firm has a significant rela-
tionship with another person, entity, product, or service that could be viewed as impairing the
licensee’s objectivity If this significant relationship 1s disclosed to and consent 1s obtained
from the client, employer, or other appropriate parties, this part shall not operate to prohibit
the performance of the professional accounting service

D Certain professional engagements require mndependence Independence im-
pairments cannot be eliminated by disclosure and consent
Statutory Authority: MS s 326 18

History: 18 SR 2360
1100.4600 [Renumbered 1100 4950]

1100.4650 INCORPORATION BY REFERENCE.

For the purposes of parts 1100 4300, 1100 4700, 1100 4800, and 1100 4900, the follow-
mg documents are incorporated by reference, are subject to frequent change, and are avail-
able through the state law library

A AICPA Professional Standards, Volumes 1 and 2, published for the American
Institute of Certified Public Accountants by Commerce Clearing House, Inc (June 1, 1993),

B Current Text, Accounting Standards, published by the Financial Accounting
Standards Board (June 1, 1993), and

[For text of item C, see MR |
Statutory Authority: MS s 326 18
History: /8 SR 2360

1100.4900 ACCOUNTING PRINCIPLES.

Alicensee shall not express an opinion that financial statements are presented 1n confor-
mity with generally accepted accounting principles if the statements contain any departure
from accounting principles in AICPA Professional Standards, Volume 1 and 2, or Current
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Text, Accounting Standards, as of June 1, 1993, incorporated by reference 1n part 1100.4650,
1tem A or B, which has a material effect on the statements taken as a whole, unless the licens-
ee can demonstrate that due to unusual circumstances the financial statements would other-
wise have been misleading. In such cases the licensee’s report must describe the departure,
the approximate effects, if practicable, and the reasons why compliance with the principle
would result 1n an otherwise misleading statement.

Statutory Authority: MS s 326 18
History: 18 SR 2360

1100.4950 TAX PRACTICE.
In tax practice, a licensee may resolve doubt in favor of the client as long as there 1s rea-
sonable support for that position.

Statutory Authority: MS s 326 18
History: 17 SR 1279; 18 SR 2360

1100.5100 CONFIDENTIAL CLIENT INFORMATION.

A licensee shall not disclose any confidential information obtained 1n the course of a
professional engagement except with the consent of the client.

This part shall not be construed to relieve a licensee of the obligation under parts
1100 4800 and 1100.4900, to affect in any way compliance with a validly 1ssued subpoena or
summons enforceable by order of a court, to prohibit review of alicensee’s professional prac-
tices as part of voluntary quality review under board authorization or to preclude a licensee
from responding to any inquiry made by the board, under state statutes.

Members of the board and professional practice reviewers under board authorization
shall not disclose any confidential client information which comes to therr attention from li-
censees 1n disciplinary proceedings or otherwise 1n carrying out their official responsibili-
ties However, this prohibition shall not restrict the exchange of information with an afore-
mentioned duly constituted 1investigative or disciplinary body

This prohibition shall also not be construed to prohibit the review of a professional CPA
or LPA practice

Areview of a CPA’s or LPA’s professional practice 1s authorized to include a review m
conjunction with a prospective purchase, sale, or merger of all or part of the practice The
licensee must take appropriate precautions, for example, through a written confidentiality
agreement, so that the prospective purchaser does not disclose any information obtained m
the course of the review, since the information 1s deemed to be confidential client informa-
tion.

Licensees reviewing a practice m connection with a prospective purchase or merger
shall not use to their advantage nor disclose any confidential client information that comes to
their attention

Statutory Authority: MS s 326 18
History: 18 SR 2360

1100.5200 [Repealed, 18 SR 2360]

1100.5300 FURNISHING INFORMATION TO CLIENTS.

Retention of client records after a demand 1s made for them 1s an act discreditable to the
profession

A client’s records are any accounting or other records belonging to the client that were
provided to the licensee by or on behalf of the client. If an engagement 1s terminated prior to
completion, the licensee 1s required to return only client records.

Ahicensee’s workpapers, including, but not imited to, analyses and schedules prepared
by the client at the request of the licensee, are the licensee’s property, not client records, and
need not be made available

In some 1nstances a licensee’s workpapers contain information that 1s not reflected
the client’s books and records, with the result that the client’s financial information 1s incom-
plete This includes
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A. adjusting, closing, combining, or consolidating journal entries, and
B information normally contained 1 books of original entry and general ledgers
or subsidiary ledgers.

In these nstances when an engagement has been completed, the information must also be
made available to the client upon request However, the licensee may require that fees due the
licensee with respect to the completed engagements be paid before the information 1s pro-
vided

Once the licensee has complied with the requirements 1n this part, the licensee need not
comply with any subsequent requests to again provide the information.
Statutory Authority: MS s 326 18

History: 18 SR 2360
1100.5400 [Repealed, 18 SR 2360]
1100.5500 [Repealed, 18 SR 2360]
1100.5600 [Repealed, 18 SR 2360]

1100.5800 COMMISSIONS AND REFERRAL FEES.

Subpart I Prohibited commissions. A licensee shall not for acommussion recommend
or refer to a client any product or service, or for a commaission recommend or refer to any
product or service to be supplied by a client, or receive a commission, when the licensee or
the licensee’s firm also performs for that client.

A. an audit or review of a financial statement,

B acompilation of a financial statement when the licensee expects, or reasonably
mught 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 examunation of prospective financial information.

Thus prohibition applies during the period in which the licensee 1s engaged to perform
any of the services listed 1n items A to C and the period covered by any historical financial
statements mvolved m such listed services

Subp 2 Disclosure of permitted commissions. A licensee who 1s not prohibited by
this part from performing services for or receiving a commission and who 1s paid or expects
to be paid a commussion shall disclose that fact to any person or entity to whom the licensee
recommends or refers a product or service to which the commussion relates

Subp 3. Referral fees. Any licensee who accepts a referral fee for recommending or
referring any service of a CPA or LPA to any person or entity or who pays a referral fee to
obtain a client shall disclose such acceptance or payment to the client.

Statutory Authority: MS s 326 18

History: /8 SR 2360

1100.5850 CONTINGENT FEES.
A licensee shall not:
A perform for a contingent fee any professional accounting services for, or re-
ceive such a fee from, a chient for whom the licensee or the licensee’s firm performs

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

(2) a compilation of a financial statement when the licensee expects, or rea-
sonably mught expect, that a third party will use the financial statement and the licensee’s
compilation report does not disclose a lack of independence; or

(3) an examination of prospective financial information, or

B prepare an original or amended tax return or claim for a tax refund for a contin-
gent fee for any client.
' The prohibition mn 1tem A applies during the period in which the licensee or the licens-
ee’s firm 1s engaged to perform any of the services listed 1n 1tem A and the period covered by
any historical financial statements imnvolved i the listed services
Except as stated m the next sentence, a contingent fee 1s a fee established for the perfor-
mance of any service pursuant to an arrangement 1n which no fee will be charged unless a
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specified finding or result 1s attamned or tn which the amount of the fee 1s otherwise dependent
upon the finding or result of the service Solely for purposes of this part, fees are not regarded
as being contingent 1f fixed by courts or other public authorities or, in tax matters, 1f deter-
mined based on the results of judicial proceedings or the findings of governmental agencies

A licensee’s fees may vary depending, for example, on the complexity of services ren-
dered

Statutory Authority: MS s 326 18
History: 18 SR 2360
1100.5900 [Repealed, 18 SR 2360]
1100.6000 [Renumbered 1100 1902}
1100.6200 [Repealed, 18 SR 2360]

CONTINUING PROFESSIONAL EDUCATION

1100.6400 STATUTORY AUTHORITY; PURPOSE.

Under Minnesota Statutes, section 214 12, the board prescribes parts 1100 6400 to
1100 7800 to establish requirements of continuing professional education (CPE) to be met
from time to time by licensees 1 order to maintain their professional knowledge and compe-
tence, as a condition to continuing to practice as licensed certified public accountants or l1-
censed public accountants

Statutory Authority: MS s 326 18
History: /8 SR 1471

1100.6500 CONTINUING PROFESSIONAL EDUCATION REQUIREMENT.

Subpart 1 Basic requirement. Except as otherwise provided 1n subpart 2, all persons
who renew their active licenses by December 31 as described 1n part 1100 2150 shall com-
plete 120 hours of continuing professional education meeting the requirements of parts
1100 6800 to 1100 7800 by the preceding June 30 according to the schedule outlined 1n this
subpart

A Reporting Cycle A. All those licensees originally licensed 1n 1909 to 1977, and
1 1980, 1983, 1986, 1989, and 1992 shall report 120 hours of CPE by June 30, 1996 There-
after those licensees, new licensees licensed 1n the state’s 1996 fiscal year (July 1, 1995 to
June 30, 1996), and those licensees licensed every third fiscal year thereafter shall report 120
hours on each three—year anniversary of the date June 30, 1993

B Reporting Cycle B All those licensees originally licensed 1n 1978, 1981, 1984,
1987, and 1990 shall report 120 hours of CPE by June 30, 1994. Thereafter those licensees,
new licensees licensed in the period January 1, 1993, to June 30, 1993, or 1n the state’s 1994
fiscal year (July 1, 1993 to June 30, 1994), and those licensees licensed 1n every third fiscal
year thereafter shall report 120 hours on each three—year anniversary of the date June 30,
1994

C Reporting Cycle C All those licensees originally licensed 1n 1979, 1982, 1985,
1988, and 1991 shall report 120 hours of CPE by June 30, 1995. Thereafter those licensees,
new licensees licensed 1n the state’s 1995 fiscal year (July 1, 1994 to June 30, 1995), and
those licensees licensed 1n every third fiscal year thereafter shall report 120 hours on each
three—year anniversary of the date June 30, 1995

Subp 2 Exceptions. The board shall have authority to make exceptions for reasons of
dividual hardship including health, military service, foreign residency, retirement, or other
good cause Licensees have the burden of proving such hardship

Subp 3 [Repealed, 18 SR 1471]

Subp 4 Annual minimum CPE report. Before July 1 of each year, every active Ii-
censee shall report a minimum of 20 continuing professional education credits to the board
on the required form

Subp 5 License renewals. Individual licenses will not be renewed until the CPE re-
quirements 1n subparts 1 and 4 have been met

Statutory Authority: MS s 326 18
History: /18 SR 1471
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1100.6700 COMPLIANCE AND EXCEPTIONS.
[For text of subps 1 to 3a, see MR ]

Subp.4 Formerly active licensees reentering active public practice. A formerly ac-
tive licensee reentering public practice shall report contimung professional education as de-
scribed 1n 1items A to C

A Before receipt of an active license and reentry into public practice, the formerly
active licensee shall submit evidence of completion of 50 hours of continuing professional
education meeting the requirements 1n parts 1100 6800 to 1100 7800 1n the last 12 months
prior to application for active hicensure

[For text of tem B, see MR ]

C Once relicensed as active, the licensee shall be placed on a three—year reporting
cycle as outlined 1n part 1100.6500, subpart 1, based on the date the licensee was originally
approved for licensure and shall report continuing professional education accordingly

[For text of subp 6, see M R ]

Statutory Authority: MS s 326 18
History: 18 SR 1471

1100.6900 ACCEPTABLE SUBJECT MATTER AND PROGRAMS.

The following general subject matters are acceptable so long as they contribute to the
professional competence of the individual practitioner

[For text of items A to K, see M R |
L admimstrative practice, for example, engagement letters, fee structures, or per-

sonnel

Areas other than those in 1items A to L. may be acceptable 1if the licensee can demonstrate
that they contribute to professional competence The responsibility for substantiating that a
particular program 1s acceptable and meets the requirements rests only with the licensee

No more than 40 hours of CPE 1n a three~year cycle will be given for the following types
of courses (1) behavioral courses, (2) motivational courses, (3) computer courses, and (4)
management courses, unless it can be shown by the licensee that the course 1s directly related
to the practice of public accounting

Statutory Authority: MS s 326 18
History: 18 SR 1471

1100.7900 [Repealed, 18 SR 1471]
PRACTICE MONITORING

1100.9100 DEFINITIONS.

Subpart 1 Scope. For the purpose of parts 1100 9100 to 1100 9900 the terms 1n this part
have the meanings given

Subp 2 Adverse report. “Adverse report” 1s a report that describes nonconformance
with the professional standards established by the AICPA 1n Standards for Performing and
Reporting on Quality Reviews, effective April 1, 1994

Subp 3 AICPA. “AICPA” means the American Institute of Certified Public Accoun-
tants

Subp 4 Licensed practice unit or LPU. “Licensed practice unmt” or “LPU” means a
corporation, partnership, limited lability company (LLC), limited hability partnership
(LLP), or sole proprietorship licensed under Minnesota Statutes, section 326.20, to practice
public accounting 1 Minnesota

Subp 5 Qualified report. “Qualified report” means a report that describes deficien-
cies 1n the work reviewed or the related quality control system, or both, when compared with
the professional standards established by the AICPA 1n Standards for Performing and Re-
porting on Quality Reviews, effective April 1, 1994

Subp 6 Quality review. “Quality review” means a study, appraisal, or review of one or
more aspects of the professional work of a person or firm (LPU) 1n the practice of public ac-

Copyright © 1995 Revisor of Statutes, State of Minnesota. All Rights Reserved.



1100.9100 LICENSINMIN%U}IE@;E’% RULES 1994 12

countancy by a reviewer who meets the requirements of part 1100 9600. An on-site quality
review shall include a review of the LPU’s quality control system. An off—site quality review
shall not

Subp 7 Report acceptance body. “Report acceptance body” means the organization
that accepts the quality review report from the reviewer, reviews it, and determines what, if
any, action the LPU shall take 1n order to bring the LPU’s practice up to the professional stan-
dards set forth in part 1100 4650

Subp & Reporting year. “Reporting year” means the year after the quality review has
been conducted It 1s the year in which the licensee will send the quality review report to the
board.

Subp 9. Reviewer. “Reviewer” means the licensed individual or firm selected to con-
duct the quality review.

Subp 10 Unqualified report. “Unqualified report” means a report that describes no
deficiencies 1n the work reviewed or the related quality control system, or both, when
compared with the professional standards established by the AICPA 1n Standards for Per-
forming and Reporting on Quality Reviews, effective April 1, 1994.

Subp 11 Year of review. “Year of review” means the year during which the quality
review will be conducted

Subp 12 Year under review. “Year under review” means the year prior to the year in
which the quality review 1s actually started It 1s the third and final year of a licensee’s three—
year reporting cycle

Statutory Authority: MS s 326 18
History: 19 SR 74

1100.9150 INCORPORATION BY REFERENCE.

For purposes of part 1100.9100, Standards for Performing and Reporting on Quality
Reviews, effective April 1, 1994, 1s incorporated by reference This document 1s published
by the American Institute of Public Accountants, Inc , New York, New York 10036-8775 It
15 not subject to frequent change and 1s available at the state law library

Statutory Authority: MS s 326 18
History: 19 SR 74
1100.9200 REQUIREMENT FOR QUALITY REVIEW; AREAS TO BE

REVIEWED.

As a condition to renewal of 1ts license pursuant to Minnesota Statutes, section 326 20,
every LPU shall undergo a quality review 1n accordance with parts 1100 9100 to 1100 9900
once every three years. The on—site quality review 1s Iimited to the LPU’s accounting and
auditing practice and 1ts related quality control system. The off—site quality review 1s limited
to the LPU’s financial statement practice and 1ts related compilation and review reports.

Statutory Authority: MS s 326 18
History: 19 SR 74

1100.9300 EXEMPTION FROM QUALITY REVIEW,

An LPU 1s exempt from the quality review requirement 1n part 1100 9200 1f 1t annually
represents to the board that 1t does not engage 1n audits, reviews, or compilations, that 1t does
not ntend to engage in such practices during the following year, and that 1t shall immediately
notify the board 1n writing if 1t engages 1n such practices

The representation shall be made m writing, under oath, and upon forms provided by the
board The representation shall be made annually at the time the LPU applies for renewal of
1ts license

If an LPU under exemption notifies the board that 1t has performed an audit, review, or
compilation, 1t shall undergo a quality review during the first full year after 1ts imitial accep-
tance of an engagement, or sooner at the request of the LPU

Statutory Authority: MS s 326 18
History: 19 SR 74
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1100.9400 INITIAL QUALITY REVIEW CYCLE.

Subpart 1 Past participation in quality review. LPUs that are participating in a quali-
ty review program on July 12, 1994, shall comply with items A to C

A LPUs whose year under review ended 1n 1993 shall have quality reviews per-
formed 1n 1994, which will be their year of review, and submut the matenial specified 1n part
1100 9800 to their report acceptance bodies 30 days after recerving 1t from their reviewers,
and to the board by June 30, 1995

B LPUs whose year under review ended in 1994 shall have quality reviews per-
formed 1n 1995, which will be their year of review, and submut the matenial specified 1n part
1100 9800 to their report acceptance bodies 30 days after receiving 1t from their reviewers,
and to the board by June 30, 1996

C LPUs whose year under review ended 1n 1995 shall have quality reviews per-
formed 1n 1996, which will be their year of review, and submut the matenal specified in part
1100 9800 to their report acceptance bodies 30 days after receiving 1t from their reviewers,
and to the board by June 30, 1997

Subp 2 First time participation in quality review. LPUs that did not participate in
quality review programs prior to July 12, 1994, and are subject to the quality review pro-
grams for the first time, shall have reviews performed 1n either 1995 or 1996, which will be
their year of review LPUs shall submut the material specified in part 1100 9800 to their re-
port acceptance bodies and to the board according to the following schedule:

A.LPUs with license numbers whose last digit 1s even shall have quality reviews
performed 1n 1995, and submut the material specified 1n part 1100 9800 to their report accep-
tance bodies 30 days after recerving 1t from their reviewers, and to the board by June 30,
1996

B LPUs with license numbers whose last digit 1s odd shall have quality reviews
performed 1n 1996, and submit the material specified in part 1100 9800 to their report accep-
tance bodies 30 days after receiving 1t from their reviewers, and to the board by June 30,
1997

After the imtial report, LPUs shall be required to report every three years on the anniver-
sary of their first reporting date

Statutory Authority: MS s 326 18
History: 19 SR 74

1100.9500 NEW LPUs; QUALITY REVIEW CYCLE.

As a condition of licensing, a new LPU shall undergo a quality review during the first
full year after it becomes subject to the requirements for quality review, and shall report the
matenal specified in part 1100 9800 to the board by June 30 of the second full year after be- _
coming subject to the requirements for quality review

After the imitial report, the LPU shall be required to report every three years on the anni-
versary of the June 30 reporting date -

A new LPU 1s one that has not been previously licensed 1n Minnesota or has not had a
quality review completed 1n the three—year period prior to application It does not include the
following

A AnLPU that has been previously licensed 1n this state and changes 1ts name or
the legal form of 1ts practice, but retains the same practice

B A new partnership, corporation, LLC, or LLP formed by more than one pre-
vious LPU which were already scheduled for quality review. The quality review of this LPU
shall be conducted 1n the later of the years for which each of the former LPUs was scheduled.

C. A partnership, corporation, LLC, or LLP that 1s dissolved with each individual
LPU taking clients from the partnership or corporation. The quality review for each of these
individual LPUs remains 1n the same year to which the original partnership, corporation,
LLC, or LLP was assigned

D A partnership, corporation, LLC, or LLP that 1s dissolved with one partner or
shareholder taking all of the existing clients The quality review for the LPU taking over the

Copyright © 1995 Revisor of Statutes, State of Minnesota. All Rights Reserved.



11009500 LicensinG ANBYraCh] & RULES 1994 14

existing business remains in the year to which the partnership, corporation, LLC, or LLP was
originally assigned

Statutory Authority: MS s 326 18
History: 19 SR 74

1100.9600 QUALIFICATIONS OF REVIEWER.
The reviewer shall have the following minimum qualifications

A be licensed to practice as a CPA or LPA, or a CPA, LPA, LLC, or LLP firm, by
any state, and have undergone at least one quality review,

B have knowledge and experience with the type of reports and financial state-
ments to be reviewed, including experience 1n supervision of the preparation of such reports
and statements,

C be independent, as defined by part 1100 4400, of the LPU under review,

D. have no conflict of interest, as defined 1n part 1100 4500,

E be famuliar with all services in the area of auditing and accounting provided by
the LPU subject to review,

F. be familiar with the procedure for conducting a quality review 1n accordance
with the standards set forth by the AICPA; and

G have attended a quality review seminar sponsored by the board, the AICPA, the
National Society of Public Accountants, another state board, or another professional ac-
counting organization

Statutory Authority: MS s 326 18

History: 19 SR 74

1100.9700 QUALIFICATIONS OF REPORT ACCEPTANCE BODIES.

The AICPA 1s an approved report acceptance body

The Minnesota Association of Public Accountants, the Minnesota Society of Certified
Public Accountants, other state accountancy boards, and any other organization able to dem-
onstrate that 1t will fulfill its responsibilities 1in accordance with the review standards as es-
tablished by the AICPA, and incorporated by reference 1n part 1100 9150, may apply to the
board to be considered a report acceptance body The board shall approve applications to be
considered areport acceptance body if the applicant demonstrates that 1t has or will fulfill its
responsibilitics 1n accordance with the review standards as established by the AICPA, and
corporated by reference 1n part 1100 9150 Approval shall be withdrawn 1f a report accep-
tance body fails to fulfill its responsibilities in accordance with the review standards as estab-
lished by the AICPA, and incorporated by reference n part 1100 9150

The report acceptance body shall not make membership a condition of acting as areport
, acceptance body for any LPU

Statutory Authority: MS s 326 18
History: /9 SR 74

1100.9800 REPORT TO BOARD.

Subpart 1 Required submittals. By June 30 of each year, each LPU that 1s scheduled to
report that year shall submit the following matenal to the board

A acopy of the qualified, adverse, or unqualified report i1ssued by the reviewer,
including any letters of comment and responses,

B the final letter of approval from the report acceptance body, and
C. any agreements to correct deficiencies that have been entered into between the
LPU and the report acceptance body
The board shall review this material prior to rehcensing the LPU
Failure to file the required material by June 30 of 1ts reporting year shall be cause for
discipline against the LPU’s certificate and license

In the case of a qualified or adverse report, where the report acceptance body and the
LPU have entered into an agreement to correct deficiencies, failure by the LPU to abide by
that agreement shall be grounds for discipline against the LPU’s certificate and license
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Subp 2 Board requirements. In addition to any agreement made between the report

acceptance body and the LPU, the board may

A requure that the members of the LPU firm complete continuing education in the
areas of deficiency in addition to the continuing professional education hours required 1n part
1100 6500,

B require that the LPU maintain a mimimum library of source materials designed
to provide the LPU with the resources necessary to cure the deficiencies noted, and

C 1mpose any other discipline authorized by Minnesota Statutes, section 326.229,
subdrvision 4

Statutory Authority: MS s 326 18
History: 19 SR 74

1100.9900 PRIVATE DATA.

The board shall treat the quality review reports of the reviewer and the report accep-
tance body, and all material of the LPU, as private data as defined by Minnesota Statutes,
section 13 02, subdivision 12, or nonpublic data as defined by Minnesota Statutes, section
13 02, subdivision 9, as applicable

If an LPU becomes the subject of a disciplinary proceeding pursuant to Minnesota Stat-
utes, section 326.229, the board may make the information public 1n accordance with Minne-
sota Statutes, chapter 14

Statutory Authority: MS s 326 18
History: 19 SR 74
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