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Ethics in School Business

Today, we will discuss four topics:

1. First things first: Let’s define it; Understand it
2. Identify ways of dealing with right or wrong
3. Look at examples - Issues
4. Identify the rules for CPAs
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First test!
Ethics Self Assessment

In the last several months, have I________

Yes No

1Conducted personal business on company time?

2Used or taken company resources for personal purposes?

3Called in sick when I really wasn't?

4Used an ethically derogative term when referering to another person?

5Told or passed along an ethically or sexually oriented joke?

6Engaged in negative gossip, or spread rumors about someone?

7"Bad mouthed" the company or management to co-workers?

8"Snooped" into a co-worker's conversation or private affairs?

9Passed along information that was shared with me in confidence?

10Knowingly ignored (violated) an organizational rule or procedure?

11Failed to follow through on something I said I would do?

12Withheld information that others needed?

13"Fugged" on a time sheet, billing sheet, estimate, or report?

14Knowingly delivered a poor quality (or defective) good… or service?

15Been less than honest (lied or manipulated the truth) to make a sale?

16Accepted an inappropriate gift or gratuity?

17Taken or accepted credit for somehting that someone else did?

18Failed to admint to or correct a mistake I made?

19Knowingly let someone screw up and get into trouble?

Source: Performance Systems with permission.
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Let’s begin with a simple question? 
Are you Ethical

• Are you moral?
• Are you ethical?
• Do you care?
• Can you teach morality?
• Can you teach ethics?
• Can you teach to care?
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Distribute the 
Ethics Handout: 
List the top 10 
characteristics 

and ask everyone 
to write on the 

board. 



Ethics Handout

1. Rank top ten attributes
2. By table – come to consensus about what 

are the top 5 attributes. 
3. Discuss the top 5 attributes. 
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Top Attribute

• Integrity- Trustworthiness, Trust, Ethics
What does it mean? 

and How do you know you have it?

Samples:
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Ethics - Defined
• Ethics (via Latin ethica from the Ancient Greek ἠθική 

[φιλοσοφία] "moral philosophy", from the adjective of 
ἤθος ēthos "custom, habit"), a major branch of 
philosophy, is the study of values and customs of a 
person or group. It covers the analysis and 
employment of concepts such as right and wrong, 
good and evil, and responsibility. It is divided into 
three primary areas: meta-ethics (the study of the 
concept of ethics), normative ethics (the study of how 
to determine ethical values), and applied ethics (the 
study of the use of ethical values).
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Ethics, business and accounting education
• Ethics is concerned with the goods worth 

seeking in life, and with the rules that ought to 
govern human behavior and social interaction. 

• Business is basic to human society and it would 
be nice to show that moral action is always best 
for business. But this seems not to be true, 
especially in the short run: lying, fraud, 
deception and theft sometimes lead to greater 
profits than their opposites, hence moral 
judgments sometimes differ from business 
judgments. (Donaldson, 1988, p. 20, adapted 
from De George and Pilcher, 1978, pp. 3-4)4
Source: http://en.wikipedia.org/wiki/Creative_accounting
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Accounting Ethics
• Ethics can be defined as "the philosophical study of 

morality, and, accordingly, morality is clearly identified
as the characteristic subject matter of ethics"

• (Mappes, 1988, p. 35). A profession is "a 
moral community of shared norms, 
values and definitions of appropriate 
behavior" (Frankel, 1989, pp. 110— 111). Note that 
a moral concept is evident in both definitions. 

• Consideration of a set of basic moral values is a 
necessary part of ethics research and education and 
impacts the goals of ethics education as specifically 
applied to the accounting profession.
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Where does it come from? Ethical 
Conflict-

Ethical conflict:
• Ethical problems occur only when an individual  interacts with 

other people. They are relationship kinds of problems;
• Barteis [1967] succinctly states the nature of ethics conflict In a 

pluralistic society not one but many expectations must be met.
• Therefore, resolution of what is right to do produces a balance of 

obligations and satisfactions.

• Ideally, full satisfaction of the expectations of all parties
would constitute the most ethical behavior. This is impossible, for 

expectations are often contradictory and  sometimes exceed social 
sanction. Therefore, skill and judgment must be used to guide one in 
determining the  point at which his own integrity can be best 
maintained.

Finn, Don W.,Chonko, Lawrence B., Hunt, Shelby D. Ethical Problems in Public Accounting: The 
View from the Top; Journal of Business Ethics; Aug88, Vol. 7 Issue 8, p605-615, 11p, 5 charts
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When does it occur?
• Ethical conflict occurs when people perceive that

their duties toward one group are inconsistent 
with their duties and responsibilities toward 
some other group (including one's self). They 
then must attempt to resolve these opposing 
obligations. 

• For example, suppose a subordinate in 
an accounting firm learned that a partner had 
accepted a contingent fee arrangement (a 
violation of the AICPA Code of Ethics). ……..

Finn, Don W.,Chonko, Lawrence B., Hunt, Shelby D. Ethical Problems in Public Accounting: The 
View from the Top; Journal of Business Ethics; Aug88, Vol. 7 Issue 8, p605-615, 11p, 5 charts
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So…What would you do?
The interest of self, partner, firm, client, and society would probably 
conflict. Some of the actions the subordinate might take in this situation 
would include: 

(1) resigning his/her position, 
(2) Informing the client's management, 
(3) informing legal authorities,
(4) informing other partners of the firm, 
(5) directly confronting the partner, or 
(6) doing nothing.
The subordinate's Choice of action determine which interests are 
satisfied and which are not None of the alternatives can completely 
satisfy all the interests for all parties.

Finn, Don W.,Chonko, Lawrence B., Hunt, Shelby D. Ethical Problems in Public Accounting: The 
View from the Top; Journal of Business Ethics; Aug88, Vol. 7 Issue 8, p605-615, 11p, 5 charts
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Let’s look at the federal laws 
and state laws?

1. EDGAR - Conflict of interest issues
2. State – CIS and CIQ 
3. Intermediary 1295 Form
4. Local – Local policies
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HCDE PLUS - member of TCPA 14

The rationale for Internal Controls?



EDGAR – Source: §200.318 General 
procurement standards. 

• c)(1) The non-Federal entity must maintain written standards of conduct covering conflicts of interest 
and governing the actions of its employees engaged in the selection, award and administration of 
contracts. No employee, officer, or agent may participate in the selection, award, or 
administration of a contract supported by a Federal award if he or she has a real or apparent 
conflict of interest. Such a conflict of interest would arise when the employee, officer, or agent, 
any member of his or her immediate family, his or her partner, or an organization which employs 
or is about to employ any of the parties indicated herein, has a financial or other interest in or a 
tangible personal benefit from a firm considered for a contract. The officers, employees, and 
agents of the non-Federal entity may neither solicit nor accept gratuities, favors, or anything of monetary 
value from contractors or parties to subcontracts. However, non-Federal entities may set standards for 
situations in which the financial interest is not substantial or the gift is an unsolicited item of nominal 
value. The standards of conduct must provide for disciplinary actions to be applied for violations of 
such standards by officers, employees, or agents of the non-Federal entity.

• (2) If the non-Federal entity has a parent, affiliate, or subsidiary organization that is not a state, 
local government, or Indian tribe, the non-Federal entity must also maintain written standards of 
conduct covering organizational conflicts of interest. Organizational conflicts of interest means that 
because of relationships with a parent company, affiliate, or subsidiary organization, the non-Federal 
entity is unable or appears to be unable to be impartial in conducting a procurement action involving a 
related organization.
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CIS 
form
$100

12-month

Notarized

Source:
Sec 176

Texas Ethics 
Commission
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Who does the Form 1295  apply 
to?

17

§46.1. Application
(a) This chapter applies to section 2252.908 of the Government Code.
(b) Section 2252.908 of the Government Code applies only to a contract of a governmental entity or
state agency entered into after December 31, 2015, that meets either of the following conditions:

(1) The contract requires an action or vote by the governing body of the entity or agency; or
(2) The value of the contract is at least $1 million.
(c) A contract does not require an action or vote by the governing body of a governmental entity or state agency
if:
(1) The governing body has legal authority to delegate to its staff the authority to execute the contract;
(2) The governing body has delegated to its staff the authority to execute the contract; and
(3) The governing body does not participate in the selection of the business entity with which the contract is
entered into.

Source: House Bill 1295 – Texas Ethics Commission



Do you know anyone who has 
SIG?
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Why is this important?
Knowing this, a school business official, YOU, 
must know the rules and some of ours 
colleagues have been tempted or fallen into 
Temptation…
There are 45 traps in the “The Ethical 
Executive…
I think that people are basically good, but then 
we work with other people….. Thus, we are 
vulnerable to wrongdoing…
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The way we act
• According to Sigmund Freud, our behavior is multi 

determined. 
• The way we act is the result of complex weave of 

situational factors, history and personality. 
• The situation often overpowers the influence of 

personality. 
• There are traps that often influence our perception 

of right and wrong.  Thus, we must be aware 
so that you do not fall in the trap
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Three types of traps
• Primary – predominated by external stimuli – propel 

you to act without regard to ethical principles. (i.e. 
obedience to authority, self interest, greed, conflicts, 
loyalty, conformity, time pressure, decision schemas, 
enact a role, power, obligation, 

• Defensive - maneuvers that are reactions to two 
internal stimuli: guilt and shame. Denial of previous 
action and setting up for repeated unethical behavior. 
(i.e. anger, alcohol, minimizing, renaming, biases, 
addiction, perception by others)

• Personality – guided by internal stimuli. Traits that can 
make you vulnerable to wrongdoing (i.e. psychopath, 
poverty, low self estee, authoritarian, need for closure, 
empathy).
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SIG Formula
Stupidity + Incompetence + Greed  = Prison
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Let’s look at some examples of people that could 
have this syndrome!



Samples of good folks in trouble!
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WWJD?
• Case Study Quiz:

• You are the Director of Procurement for your company. Your company is a mid size corporation who specializes in the delivery of 
products and services for the construction industry. You are attending a regional conference at South Padre Island. The conference is 
for Purchasing directors, CFOs, and Supply and Material Managers. The Association of National Purchasing Managers is the host of
the conference and developed a conference curriculum that includes sessions such as developing specifications for materials, 
handling inventory orders, compliance with laws, ethics dilemmas and issues, buying activities, and other sessions. During the 
conference, different vendors also attend the sessions and there is an exhibit hall where sales representatives have booths for 
conference participants to attend. During the exhibit time, vendors give away marketing materials such as candy, pens, brochures, and 
small promotional items. During lunch time, a vendor sponsors the lunch which is usually pretty good and includes a buffet of chicken 
and beef fajitas, desserts, and the regular trimmings. It is a very hardy lunch. Also, at the end of the day at around 4 pm. The
association of purchasing managers schedules a social networking time where vendors, speakers, and conference participants meet 
over a cold beverage. This includes all you can drink beer and various drinks. By the way, they also provide excellent appetizers. 
During this time, the president of the association request that vendors provide a gift to be raffled among the participants present. Each 
person is asked to drop their business card in a bowl which will be used for the raffle. Some vendors provide small items under $100 
such as an IPod, gift card for $25, supplies at a local store for $25, and other miscellaneous items. One of the vendors provides a gift 
of a weekend for two at a hunting resort for three days. During these three days, the lodging, food, and hunting is free. It is valued at 
$10,000. This vendor is a major supplier of furniture in the region and although you have not done business with this vendor, there is 
likely that you will do business with this vendor in the future.  You are attending this conference with your boss who is the CFO. Both of 
you attend all of the sessions on ethics and compliance. You are enjoying the food and company of the participants along with your 
boss when they call your name as part of the raffle. You just won the $10,000 hunting (deer) get away. You are exited and the whole 
conference participants know that you are the Director of Purchasing who won the big price. During the enjoyment, some of the
vendors and participants feel that you may not be a hunter and offer you $5,000 for it on the spot. Your boss reminds you that there is 
policy against gifts in the company. Everyone is excited for you. You also seek advice from some of the presenters in the conference. 

• Please answer the following three questions: Be concise, but address all of the issues that are necessary to answer the questions. 
• Please note that you have developed a code of ethics for your company. Take this into consideration too. 
• What is the ethical dilemma? 
• What are the issues that you see wrong in this study? 
• What would you do? 

By Jesus Amezcua, CPA 25



WWJD?
(Human Resources Case Study )

• You are a staff auditor that was hired by a local firm to conduct audits of the hospitals in 
Texas. You mainly work on Medicare and Affordable Care Act (ACA) audit compliance 
work. You are so great at your job that you get promoted. You now become a lead 
manager and oversee staff with the hospitals. This allows you to work with CFOs and 
CEOs. People in the business look at you and are mesmerized with your knowledge 
and skill. Your friends recommend you other folks and they let you know of possible 
other jobs in the industry. You are told about a job with hospital which could be a promotion 
and a nice bump in salary. You realize that such hospital is next on your audit list. The CFO of the 
hospital knows that you are looking and feels that you would be great on her team. You reflect on the 
situation and ask yourself is this is appropriate and whether you should take the step to apply for the 
position. 

• Discuss the case with your colleagues and address the following questions:
• What is the ethical dilemma?
• Should you apply?
• Should you disclose?
• What do you recommend the young auditor to do?
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Red Light/Green Light ---
Government Ethics Cases

Adopted from the original document created by Judy Nadler, senior fellow in government ethics at the 
Markkula Center for Applied Ethics

• Read the scenario and determine if they 
get a “red light” (do not proceed), “green 
light” (no problems seen), or “yellow light” 
(not so sure, proceed with caution or legal 
advice). In each situation, “you” are the 
District’s Chief Financial Officer. 
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How do we determine what is 
right or wrong???? 

• At its simplest, ethics relates to how we determine the 
'rightness' or 'wrongness' of an action, attitude or 
decision (see, for example, Donaldson, 1988). 

• Although a tautological statement, it must be the case 
that all human action can be evaluated as 'right' or 
'wrong‘ by reference to some set of moral values or 
ethical code (see, for example, McKee, 1986; 
Donaldson, 1988; Jacobson, 1991).5 Further, the 
decision to choose not to evaluate action in this way or, 
more pertinently, to choose to treat action as morally 
'neutral' - as removed from the moral domain - is itself a 
moral decision (McKee, 1986; Raines and Jung, 1986; 
Reilly and Kyj, 1990; Jacobson, 1991).
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Moral Reasoning
• This then leads to the idea that an individual is capable of developing his or 

her moral reasoning. 

• This may involve not just a recognition of the moral elements of a situation 
and the (potentially) conflicting ways of assessing that moral dimension but 
also of refining and developing the complexity and maturity of the ethical 
reasoning process ('wisdom' as Paradice and Dejoie (1991) suggest). 

• The most widely employed articulation of this developmental process 
is Kohlberg's levels of ethical development (see, for example, Kohlberg, 
1969, 1981; Rest, 1979; Ponemon, 1990, 1992; and Paradice and Dejoie, 
1991, for useful reviews of this). A summary of Kohlberg's 'ladder' is 
presented in Table 4. 

• Kohlberg further divides up the ladder into three levels which focus upon the 
self (stages 1 and 2), focus upon relationships (stages 3 and 4) and focus 
upon principles (stages 5 and 6). These three levels have important 
implications for accounting education.
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Kohlberg's levels of ethical 
development

Kohlberg's levels of ethical development
• 1. Heteronomous morality: the avoidance of punishment
• 2. Individualism, instrumental purpose and exchange: immediate 

self-interest
• 3. Mutual interpersonal expectations, relationships and interpersonal 

conformity:conform to what is expected by others; concern for others 
is evident; desire to be a good person

• 4. Social system and conscience: duty driven, upholding the law and 
rules becomes very important; cooperation beyond immediate self-
interest

• 5. Social contract or utility and individual rights: recognition of the 
variety of views held and that values are relative to one's social 
group; recognition of equity and fairness

• 6. Universal ethical principles: self-chosen principles on a non-
irrational basis derived from general principles (actually very rare)
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Kohlberg's stages of moral 
development*

• Level of development Nature of behavior
• PRECONVENTIONAL LEVEL

1. Punishment and Obedience Orientation = Right or wrong determined from physical 
consequences of one's choice; punishment avoidance

• 2. Instrumental Relativist Orientation =One's needs equated to a right action; seek to 
achieve equality with others

• CONVENTIONAL LEVEL
• 3. Interpersonal Concordance Orientation = Behavior pleasing to others; stereotypical 

image of "good behavior"

• 4. Society Maintaining Orientation = Behavior meets fixed rules of social order, determined 
by authority

• POSTCONVENTIONAL LEVEL
• 5. Social Contract Orientation Behavior defined in terms of rights examined and agreed on 

by society; legal viewpoint emphasized

• 6. Universal Ethical Principle Orientation = Behavior in accordance with one's conscience; 
involves justice and equality of human rights

• * Kohlberg (1981). 36By Jesus Amezcua, CPA



Towards educational Goals

• Loeb (1988) sets out a series of educational 
goals for accounting ethics education (see

• Table 5). Although widely quoted (see, for 
example, Huss and Patterson, 1993), Loeb's 
goals raise a fundamental problem in that they 
assume that current accounting education is - or 
can be - orientated towards encouraging the 
student's use of personal referents and 
encouraging him or her to seek out and resolve 
intellectual conflicts.
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Assumes deep learning
• Loeb's goals for accounting ethics education 

seem to us to require the same sorts of 
intellectual characteristics as are suggested for 
deep learning. 

• Achievement of the higher Loeb goals requires 
that intellectual progress has been made 
through Bloom's taxonomy and for the student to 
be exhibiting deep-learning orientation. 

• If this holds -and the literature appears to be 
silent on this connection - then it should come as 
no surprise that lack of ethical development 
goes hand in hand with a lack of intellectual 
development.
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How do we teach ethics? 
Then…..Loeb's goals of accounting 

ethics education
1. Relate accounting education to moral issues
2. Recognize issues in accounting that have ethical 

implications
3. Develop a sense of moral obligation or responsibility
4. Develop abilities to deal with ethical conflicts
5. Learn to deal with the uncertainties of the accounting 

profession
6. Set the stage for change in ethical behavior
7. Appreciate and understand the history and the 

composition of all aspects of accounting ethics and their 
relationship with the general field of ethics
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Determine what it right or wrong:
Ways of assessing the rightness or wrongness or action

Gray et al.
• There are, broadly, three bases upon which people can assess whether an action is

ethically right or wrong, Let’s look at various theories and philosophies of decision making:

• Consequentialism:  the rightness or wrongness of an action is assessed by reference to the consequences 
of the action - are they good or bad? Consequentialist reasoning has a subset, utilitarianism, by which we 
assess actions by reference to the utility they generate. This is further narrowed down by financial 
utilitarianism whereby those actions which generate greater financial utility (e.g. profit) are
considered better actions that those which generate less financial utility (e.g. losses).

• Most accounting thought implicitly applies this form of ethical reasoning.

• Motivism: INTENT : the rightness or wrongness of an act is determined by reference to the motivation of the 
actor. A well intentioned act with bad consequences could still be judged to be an ethically sound act. 
Motivism will usually also involve reference to  duty - I did something because it was my duty to do so - the 
'Brutus' syndrome.

• Deontological NATURE: the rightness or wrongness of an act is judged by reference to the intrinsic nature of 
the act itself regardless of its consequences or the motive of the actor. Environmental demonstrators may 
know that their acts will achieve no change (for example) in government policy and may recognize that they 
do not really know their own motivation (who ever does?) or, indeed, may suspect that the acts are selfishly 
motivated; but they may be, to environmentalists, intrinsically good. NB.

There is no implication that these three approaches to ethical reasoning form any
kind of progression or hierarchy
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Additional Philosophies to 
decision making:

• Cultural Relativism 
• Subjectivism
• Religion and Ethics
• Egoism
• Utilitarianism
• Absolute Moral Rules
• Virtues

By Jesus Amezcua, CPA 41



What is your philosophy?
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My top ten + Ethics things to do
1. Trustworthiness is key despite all of other attributes. 
2. Do only what you are comfortable!
3. Perception is reality! Do not do things that look like?
4. Find the code(s) !
5. Let your conscience be your guide!
6. Keep promises and Walk the talk!
7. Remember your values and your heroes. Do you have an 

absolute rule? 
8. Everything Counts- We live in a fish bowl. 
9. When in doubt.. ASK.
10. Reflect and Improve 
Plus
1. Say no with tact!
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Now let’s focus on the Rules 
that must be followed in Texas 

by CPAs

By Jesus Amezcua, CPA 44



Sec. 501.53 Rules of 
Professional Conduct

As approved by the Texas State 
Board of Public Accountancy
Texas Administrative Code
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501 Subchapter A
Rules

• §501.51Preamble and General Principles
• §501.52Definitions
• §501.53Applicability of Rules of Professional 

Conduct
• §501.54Savings and Provisions and Disposition 

Table
• §501.55Definition of Acronyms
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TAC 501.51 Rules & Source
• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER AGENERAL PROVISIONS
• RULE §501.51Preamble and General Principles

• Source Note: The provisions of this §501.51 
adopted to be effective June 11, 2000, 25 TexReg 
5334; amended to be effective February 4, 2004, 29 
TexReg 963
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501.51a Purpose
• (a) These rules of professional conduct were 

promulgated under the Public Accountancy Act, 
which directs the Texas State Board of Public 
Accountancy to promulgate rules of professional 
conduct "in order to (1) establish and maintain 
high standards of competence and (2) integrity in 
the practice of public accountancy and (3) to 
insure that the conduct and competitive practices 
of licensees serve the purposes of the Act and the 
best interest of the public." 
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501.51b Implications 
• (b) The services usually and customarily performed by those in the 

public, industry, or government practice of accountancy involve a high 
degree of skill, education, trust, and experience which are professional 
in scope and nature. The use of professional designations carries an 
implication of possession of the competence associated with a 
profession. The public, in general, and the business community, in 
particular, rely on this professional competence by placing confidence 
in reports and other services of accountants. The public's reliance, in 
turn, imposes obligations on persons utilizing professional 
designations, both to their clients and to the public in general. 

These obligations include (1) maintaining independence of thought and 
action, (2) continuously improving professional skills, (3) observing 
generally accepted accounting principles and generally accepted 
auditing standards, (4) promoting sound and informative financial 
reporting, (5) holding the affairs of clients in confidence, (6) upholding 
the standards of the public accountancy profession, and (7)
maintaining high standards of personal and professional conduct in all 
matters. 
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501.51 c duty
• (c) The board has an underlying duty to the 

public to insure that these obligations are 
met in order to achieve and maintain a 
vigorous profession capable of attracting 
the bright minds essential to serving 
adequately the public interest.
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501.51d Public
• (d) These rules recognize the First Amendment rights 

of the general public as well as licensees and do not 
restrict the availability of accounting services. 
However, public accountancy, like other professional 
services, cannot be commercially exploited without the 
public being harmed. While information as to the 
availability of accounting services and qualifications of 
licensees is desirable, such information should not be 
transmitted to the public in a misleading fashion. 
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501.51e
• (e) The rules are intended to have application to all kinds of 

professional services performed in the practice of public 
accountancy, including services relating to: 

(1) accounting, auditing and other assurance 
services, 
(2) taxation, 
(3) financial advisory services, 
(4) litigation support, 
(5) internal auditing, 
(6) forensic accounting, and 
(7) management advice and consultation. 
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501.51 f
• (f) Finally, these rules also recognize the duty of 

certified public accountants to refrain from 
committing acts discreditable to the profession. 
These acts, whether or not related to the 
accountant's practice, impact negatively upon 
the public's trust in the profession. 
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501.51g
• g) In the interpretation and enforcement of 

these rules, the board may consider relevant 
interpretations, rulings, and opinions issued by 
the boards of other jurisdictions and appropriate 
committees of professional organizations, but 
will not be bound thereby. 
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501.51h
• (h) Interpretive Comment: Outsourced internal 

audit services are considered engagements in 
the client practice of public accountancy as 
defined in §501.52(9) of this title (relating to 
Definitions). 
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TAC 501.52 Definitions

• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER AGENERAL PROVISIONS
• RULE §501.52Definitions
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Terms -
• The following words and terms, when used in 

title 22, part 22 of the Texas Administrative 
Code relating to the Texas State Board of 
Public Accountancy, shall have the following 
meanings, unless the context clearly indicates 
otherwise. The masculine shall be construed to 
include the feminine or neuter and vice versa, 
and the singular shall be construed to include 
the plural and vice versa. 
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Terms –
• (1) "Act" means the Public Accountancy Act, Chapter 

901, Occupations Code; 
• (2) "Advertisement" means a message which is 

transmitted to persons by, or at the direction of, a 
certificate or registration holder and which has 
reference to the availability of the certificate or 
registration holder to perform Professional Services; 

• (3) "Affiliated entity" means an entity controlling or 
being controlled by or under common control with 
another entity, directly or indirectly, through one or 
more intermediaries; 
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Terms
• (4) "Attest Service" means: 
• (A) an audit or other engagement required by the board to be 

performed in accordance with the auditing standards adopted by the 
American Institute of Certified Public Accountants or another national 
accountancy organization recognized by the board; 

• (B) a review, compilation or other engagement required by the board 
to be performed in accordance with standards for accounting and review 
services adopted by the American Institute of Certified Public 
Accountants or another national accountancy organization recognized 
by the board; 

• (C) an engagement required by the board to be performed in 
accordance with standards for attestation engagements adopted by the 
American Institute of Certified Public Accountants or another national 
accountancy organization recognized by the board; or 

• (D) any other assurance service required by the board to be 
performed in accordance with professional standards adopted by the 
American Institute of Certified Public Accountants or another national 
accountancy organization recognized by the board; 
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Terms

• (5) "Board" means the Texas State Board of 
Public Accountancy; 

• (6) "Certificate or registration holder" the 
holders of all currently valid: 

• (A) certificates issued to individuals who have 
been awarded the designation certified public 
accountant by the board pursuant to the Act, or 
pursuant to corresponding provisions of a prior 
Act; 

• (B) registrations with the board under 
§901.355 of the Act; and 

• (C) firm licenses or registrations; 
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Terms

• (7) "Charitable Organization" means an 
organization which has been granted tax-
exempt status under the Internal Revenue 
Code of 1986, §501(c), as amended; 

• (8) "Client" means a person who enters 
into an agreement with a license holder or 
a license holder's employer to receive a 
professional accounting service; 
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Terms
• (9) "Client Practice of Public Accountancy" is the offer to perform or the 

performance by a certificate or registration holder for a client or a potential 
client of a service involving the use of accounting, attesting, or auditing 
skills. The phrase "service involving the use of accounting, attesting, or 
auditing skills" includes: 

• (A) the issuance of reports on, or the preparation of, financial statements, 
including historical or prospective financial statements or any element 
thereof; 

• (B) the furnishing of management or financial advisory or consulting 
services; 

• (C) the preparation of tax returns or the furnishing of advice or 
consultation on tax matters; 

• (D) the advice or recommendations in connection with the sale or offer for 
sale of products (including the design and implementation of computer 
software), when the advice or recommendations routinely require or imply 
the possession of accounting or auditing skills or expert knowledge in 
auditing or accounting; and/or 

• (E) the performance of litigation support services; 
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Term
• (10) "Commission" means compensation for recommending or 

referring any product or service to be supplied by another 
person; 

• (11) "Contingent fee" means a fee for any service where no 
fee will be charged unless a specified finding or result is 
attained, or in which the amount of the fee is otherwise 
dependent upon the finding or result of such service. However, 
a certificate or registration holder's non-Contingent fees may 
vary depending, for example, on the complexity of the services 
rendered. Fees are not contingent if they are fixed by courts or 
governmental entities acting in a judicial or regulatory capacity, 
or in tax matters if determined based on the results of judicial 
proceedings or the findings of governmental agencies acting in 
a judicial or regulatory capacity, or if there is a reasonable 
expectation of substantive review by a taxing authority; 
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Term
• (12) "Financial Statements" means a presentation of financial 

data, including accompanying notes, derived from accounting 
records and intended to communicate an entity's economic 
resources or obligations at a point in time, or the changes 
therein for a period of time, in accordance with generally 
accepted accounting principles. Incidental financial data to 
support recommendations to a client or in documents for which 
the reporting is governed by Statements or Standards for 
Attestation Engagements and tax returns and supporting 
schedules do not constitute financial statements for the 
purposes of this definition; 

• (13) "Firm" means a proprietorship, partnership, limited liability 
partnership, limited liability company, or professional or other 
corporation, or other business engaged in the practice of public 
accountancy; 
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Terms
• (14) "Good standing" means compliance by a certificate with 

the board's licensing rules, including the mandatory continuing 
education requirements and payment of the annual license fee, 
and any penalties and other costs attached thereto. In the case 
of board-imposed disciplinary or administrative sanctions, the 
certificate or registration holder must be in compliance with all 
the provisions of the board order to be considered in good 
standing; 

• (15) "Licensee" means the holder of a license issued by the 
board to a certificate or registration holder pursuant to the Act, 
or pursuant to provisions of a prior Act; 

• (16) "Peer review" or "Quality Review" means the study, 
appraisal, or review of the professional accounting work of a 
public accountancy firm that performs attest services by a 
certificate holder who is not affiliated with the firm; 

• (17) "Person" means an individual, partnership, corporation, 
registered limited liability partnership, or limited liability 
company; 
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Terms
• (18) "Practice unit" means an office of a firm required 

to be licensed with the board for the purpose of 
practicing public accountancy; 

• (19) "Professional services" or "professional 
accounting work" means services or work that 
requires the specialized knowledge or skills 
associated with certified public accountants, including: 

• (A) issuing reports on financial statements; 
• (B) providing management or financial advisory or 

consulting services; 
• (C) preparing tax returns; and 
• (D) providing advice in tax matters; 
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Terms
• (20) "Report" means, when used with reference to financial statements, 

either an engagement performed through the application of procedures 
under the Statement on Standards for Accounting and Review Services or 
any opinion, report, or other form of language that states or implies 
assurance as to the reliability of any financial statements and/or includes or 
is accompanied by any statement or implication that the person or firm 
issuing it has special knowledge or competence in accounting or auditing. 

Such a statement or implication of special knowledge or competence may 
arise from use by the issuer of the report of names or titles indicating that he 
or it is an accountant or auditor or from the language of the report itself. The 
term "report" includes any form of language which disclaims an opinion 
when such form of language is conventionally understood to imply any 
assurance as to the reliability of the financial statements to which reference 
is made. It also includes any form of language conventionally used with 
respect to a compilation or review of financial statements, and any other 
form of language that implies such special knowledge or competence; 
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Source
• (21) Interpretive Comment: The practice of public accountancy 

is defined in §901.003 of the Act (relating to the Practice of 
Public Accountancy). 

• Source Note: The provisions of this §501.52 adopted to be 
effective June 11, 2000, 25 TexReg 5334; amended to be 
effective December 6, 2001, 26 TexReg 9857; amended to be 
effective February 4, 2004, 29 TexReg 963; amended to be 
effective June 9, 2004, 29 TexReg 5625
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TAC 501.53A Applicability
• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL CONDUCT
• SUBCHAPTER AGENERAL PROVISIONS
• RULE §501.53 Applicability of Rules of Professional 

Conduct

• Source Note: The provisions of this §501.53 adopted to be 
effective June 11, 2000, 25 TexReg 5336; amended to be 
effective December 19, 2000, 25 TexReg 12392; amended to 
be effective February 6, 2002, 27 TexReg 747; amended to 
be effective June 9, 2004, 29 TexReg 5626
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501.53 a & b All of the rules
a) All of the rules of professional conduct shall 

apply to and must be observed by a certificate 
or registration holder engaged in the client 
practice of public accountancy. 

(b) No certificate or registration holder shall issue, 
or otherwise be associated with, financial 
statements that do not conform to the 
accounting principles described in Section 
501.61 of this title (relating to Accounting 
Principles). 
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501.53 c  Some of the rules
(c) The following rules of professional conduct shall apply to and be required 

to be observed by certificate or registration holders when not 
employed in the client practice of public accountancy:

• (1) Section 501.73 of this title (relating to Integrity and Objectivity); 
• (2) Section 501.74 of this title (relating to Competence); 
• (3) Section 501.77 of this title (relating to Acting through Others); 
• (4) Section 501.78 of this title (relating to Withdrawal or Resignation); 
• (5) Section 501.90 of this title (relating to Discreditable Acts); 
• (6) Section 501.91 of this title (relating to Reportable Events); 
• (7) Section 501.92 of this title (relating to Frivolous Complaints); 
• (8) Section 501.93 of this title (relating to Responses); and 
• (9) Section 501.94 of this title (relating to Mandatory Continuing Education 

Reporting). 
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501.54 a & b repealed rules
(a) Repeal or amendment of Chapter 501 shall 

not abate any pending claims, liabilities or 
prosecutions. 

(b) The following table shows the disposition of 
board rules in Chapter 501: 
Source Note: The provisions of this §501.54 
adopted to be effective June 11, 2000, 25 
TexReg 5336; amended to be effective 
February 15, 2001, 26 TexReg 1340 
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501.55 Acronyms
• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER AGENERAL PROVISIONS
• RULE §501.55Definition of Acronyms

Source Note: The provisions of this §501.55 
adopted to be effective August 4, 2004, 29 TexReg 
7303
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501.60s  - Subchapter B 
Rules for professional standards

• §501.60Auditing Standards
• §501.61Accounting Principles
• §501.62Other Professional Standards
• §501.63 Financial Statement Standards
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501.60 Auditing Standards
• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER BPROFESSIONAL 

STANDARDS
• RULE §501.60Auditing Standards
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501.60 auditing
• A certificate or registration holder shall not 

permit his name to be associated with 
financial statements in such a manner as to 
imply that he is acting as an auditor with 
respect to such financial statements, unless 
he has complied with applicable generally 
accepted auditing standards.
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What are GAAS?
• Statements on auditing standards issued by the 

AICPA -American Institute of Certified Public 
Accountants, auditing standards included in 
Standards for Audit of Government Organizations, 
Programs, Activities and Functions issued by the 
USGAO United States General Accounting Office, 
and in other pronouncements having similar 
generally recognized authority, are considered to 
be interpretations of generally accepted auditing 
standards, and departures from such 
pronouncements must be justified.

Source Note: The provisions of this §501.60 adopted to 
be effective June 11, 2000, 25 TexReg 5336
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501.61Actg Principles
• A certificate or registration holder shall not issue a 

report asserting that financial statements are 
presented in conformity with generally accepted 
accounting principles if such financial statements 
contain any departure from such accounting principles 
which has a material effect on the financial statements 
taken as a whole, unless the certificate or registration 
holder can demonstrate that by reason of unusual 
circumstances the financial statements would 
otherwise have been misleading.
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501.61 continued
• In such a case, the certificate or registration 

holder's report must describe the departure, the 
approximate effects thereof, if practicable, and 
the reasons why compliance with the generally 
accepted accounting principles would result in a 
misleading statement. 

• For purposes of this section, generally accepted 
accounting principles are considered to be 
defined by pronouncements issued by the 
Financial Accounting Standards Board and its 
predecessor entities and similar 
pronouncements issued by other entities having 
similar generally recognized authority. 
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501.61 continued
• Source Note: The provisions of this §501.61 

adopted to be effective June 11, 2000, 25 
TexReg 5337 
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501.62 professionals
• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER BPROFESSIONAL 

STANDARDS
• RULE §501.62 Other Professional Standards
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501.62 professional standards
• A certificate or registration holder in the performance of consulting services, 

accounting and review services, any other attest service, or tax services 
shall conform to the professional standards applicable to such services. For 
purposes of this section, such professional standards are considered to be 
interpreted by: 

• (1) Statements on Standards on Consulting Services (SSCS) issued by the 
American Institute of Certified Public Accountants; 

• (2) Statements on Standards for Accounting and Review Services 
(SSARS) issued by the American Institute of Certified Public Accountants; 

• (3) Statements on Standards for Attestation Engagements (SSAE) issued 
by the American Institute of Certified Public Accountants; 

• (4) Statements on Standards for Tax Services issued by the American 
Institute of Certified Public Accountants; or 

• (5) similar pronouncements by other entities having similar generally 
recognized 
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501.62 source
• Source Note: The provisions of this §501.62 

adopted to be effective June 11, 2000, 25 
TexReg 5337; amended to be effective June 7, 
2001, 26 TexReg 3931
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501.63 Financial Statement standards

• (a) A licensee who is an employee or officer of a business entity or 
governmental agency may prepare the business entity's or governmental 
agency's financial statements and may issue non-attest transmittals or 
information regarding non-attest transmittals if the transmittals or information 
do not purport to be in compliance with standards for accounting and review 
services adopted by the AICPA or another national accountancy 
organization recognized by the board. 

• (b) A licensee who is not an employee or officer of a business entity or 
governmental agency shall not submit the business entity's or governmental 
agency's financial statements to a client or third party unless the person 
complies with the Statements on Standards for Accounting and Review 
Services (SSARS) issued by the AICPA and other professional standards 
adopted by the board. 

• Source Note: The provisions of this §501.63 adopted to be effective 
February 9, 2011, 36 TexReg 545
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501.70s Subchapter C
Rules & Responsibilities to Clients

• §501.70Independence
• §501.71Receipt of Commissions and Other 

Compensation
• §501.72Contingency Fees
• §501.73Integrity and Objectivity
• §501.74Competence
• §501.75Confidential Client Communications
• §501.76Records and Work Papers
• §501.77Acting through Others
• §501.78Withdrawal or Resignation

85By Jesus Amezcua, CPA



501.70 Independence

• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER CRESPONSIBILITIES TO 

CLIENTS
• RULE §501.70Independence
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501.70  Shall conform to

• A certificate or registration holder in the performance 
of professional services, including those who are not 
members of the AICPA, shall conform in fact and in 
appearance to the independence standards 
established by the AICPA and the board, and, where 
applicable, the U.S. Securities and Exchange 
Commission, the General Accounting Office and other 
regulatory or professional standard setting bodies.

• Source Note: The provisions of this §501.70 adopted 
to be effective June 11, 2000, 25 TexReg 5337; 
amended to be effective February 15, 2001, 26 
TexReg 1340; amended to be effective April 3, 2002, 
27 TexReg 2436
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501.71 Commissions

• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER CRESPONSIBILITIES TO 

CLIENTS
• RULE §501.71Receipt of Commissions and 

Other Compensation
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501.71 a & b commission
a) A certificate or registration holder shall not for a 

commission recommend or refer to a client any product or 
service or refer any product or service to be supplied to a 
client, or receive a commission, when the licensee or the 
licensee's firm also performs services for that client 
requiring independence under §501.70 of this chapter 
(relating to Independence). 

(b) This prohibition applies during the period in which the 
certificate or registration holder is engaged to perform any 
of the services requiring independence and during the 
period covered by any of the historical financial statements 
involved in such services requiring independence
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501.71 c & d
(c) A certificate or registration holder who receives or 

agrees to receive other compensation with respect to 
services or products recommended, referred, or sold 
by him to another person shall, no later than the 
making of such recommendation, referral, or sale, 
make the following disclosures in writing to such other 
persons: 
(1) if the other person is a client, the nature, source, 

and amount of all such other compensation; or  
(2) if the other person is not a client, the nature and 

source of any such other compensation. 
(d) The disclosure shall be made regardless of the 

amount of other compensation involved. 
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501.71 e & f

(e) This section does not apply to payments received from the 
sale of all, or a material part, of an accounting practice, or to 
retirement payments to persons formerly engaged in the 
practice of public accountancy. 

(f) Interpretive Comment: Reference should be made to 
§501.73(d) of this title (relating to Integrity and Objectivity) for 
issues relating to the payment of fees by a certificate or 
registration holder to any person to obtain clients for the 
certificate or registration holder. 

• Source Note: The provisions of this §501.71 adopted to be 
effective June 11, 2000, 25 TexReg 5337; amended to be 
effective February 4, 2004, 29 TexReg 963
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501.72 contingent fees

• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501 RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER C RESPONSIBILITIES TO 

CLIENTS
• RULE §501.72Contingency Fees
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501.72 a. contingent fees

(a) A certificate or registration holder shall not 
perform for a contingent fee any professional 
services for, or receive such a fee from, a client 
for whom the certificate or registration holder 
performs services requiring independence 
under §501.70 of this chapter (relating to 
Independence). 

93By Jesus Amezcua, CPA



501.72 b. Contingent fees
(b) A certificate or registration holder shall not prepare an 

original or amended federal, state, local or other jurisdiction tax 
return for a contingent fee for any client during the period in 
which the licensee or the licensee's firm is engaged to perform 
any of the services referenced by subsection (a) of this 
section and the period covered by any historical or prospective 
financial statements involved in any of the referenced services.

• Fees are not contingent if they are fixed by courts or 
governmental entities acting in a judicial or regulatory capacity, 
or in tax matters if determined based on the results of judicial 
proceedings or the findings of governmental agencies acting in 
a judicial or regulatory capacity, or if there is a reasonable 
expectation of substantive review by a taxing authority. 
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501.72 c & d fees 
(c) A certificate or registration holder shall not perform an 

engagement as a testifying accounting expert for a contingent 
fee. A testifying accounting expert is one that at any time during 
the proceeding becomes subject to disclosure and discovery 
under the procedural rules of the forum where the matter for 
which his services were engaged is pending. 

(d) The prohibitions outlined in subsections (a) and (b) of this 
section apply during any period in which the certificate or 
registration holder is engaged to perform any of the services 
referenced by subsections (a) and (b) of this section, and the 
period covered by any historical or prospective financial 
statements involved in any of the referenced services. 
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501.73 Integrity and Objectivity

• TITLE 22EXAMINING BOARDS
• PART 22TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY
• CHAPTER 501RULES OF PROFESSIONAL 

CONDUCT
• SUBCHAPTER C RESPONSIBILITIES TO CLIENTS
• RULE §501.73Integrity and Objectivity
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501.73a
(a) A certificate or registration holder in the 

performance of professional services shall
maintain integrity and objectivity, shall be 
free of conflicts of interest and shall not 
knowingly misrepresent facts nor subordinate 
his or her judgment to others. 

• In tax practice, however, a certificate or 
registration holder may resolve doubt in favor of 
his client as long as there is reasonable support 
for the position. 
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501.73b
(b) A conflict of interest may occur if a certificate or registration 

holder performs a professional service for a client or employer 
and the certificate or registration holder has a relationship with 
another person, entity, product, or service that could, in the 
certificate or registration holder's professional judgment, be 
viewed by the client, employer, or other appropriate parties as 
impairing the certificate or registration holder's objectivity.

• If the certificate or registration holder believes that the 
professional service can be performed with objectivity, and the 
relationship is disclosed to and consent is obtained from such 
client, employer, or other appropriate parties, then this rule shall 
not operate to prohibit the performance of the professional 
service because of a conflict of interest. 
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501.73c and d

c) Certain professional engagements, such as audits, reviews, 
and other services, require independence. Independence 
impairments under §501.70 (relating to Independence), its 
interpretations and rulings cannot be eliminated by disclosure 
and consent. 

d) A certificate or registration holder shall not pay a commission 
to a third party to obtain a client unless, prior to being engaged 
by such client, the certificate or registration holder discloses to 
the client in writing the fact and the fixed or variable amount of 
such commission. This section does not apply to payments 
made to a certificate or registration holder for the purchase of 
all, or a material part, of an accounting practice, or to retirement 
payments to persons formerly engaged in the practice of public 
accountancy. 
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501.73e

(e) A certificate or registration holder shall not 
concurrently engage in the practice of public 
accountancy and in any other business or occupation 
which impairs independence or objectivity in rendering 
professional services, or which is conducted so as to 
augment or benefit the accounting practice unless 
these rules are observed in the conduct thereof. 

(f) Interpretive Comment: Reference should be made to 
§501.62(4) and (5) of this title (relating to Other 
Professional Standards) where applicable. 
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501.73

Source Note: The provisions of this §501.73 
adopted to be effective June 11, 2000, 25 
TexReg 5338; amended to be effective 
February 4, 2004, 29 TexReg 963
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501.74 Competence 

(a) A person shall not undertake any engagement 
for the performance of professional accounting 
services or professional accounting work which 
he cannot reasonably expect to complete 
with due professional competence, including 
compliance, where applicable, with §501.60 of 
this title (relating to Auditing Standards), 
§501.61 of this title (relating to Accounting 
Principles), and §501.62 of this title (relating to 
Other Professional Standards). 
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Competence- 2 issues

• (1) Competence to perform professional accounting services or professional 
accounting work involves both the technical qualifications of the person and 
the person's staff and the ability to supervise and evaluate the quality of the 
work being performed. 

• (2) If a person is unable to gain sufficient competence to perform 
professional accounting services or professional accounting work, the 

person shall suggest to the client the engagement 
of someone competent to perform the needed professional 
accounting or professional accounting work service, either independently or 
as an associate. 
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501.74 Competence Rules - continued
(b) A person shall exercise due professional care in the performance of 

professional services. 

(c) A person shall adequately plan and supervise the performance of 
professional services. 

(d) A person shall obtain and maintain appropriate documentation to afford a 
reasonable basis for conclusions and recommendations in relation to any 
professional services performed. (evidence) 

(e) Interpretive comment: The person may have the knowledge required to 
complete the professional services with competence prior to performance. In 
some cases, however, additional research or consultation with others may 
be necessary during the performance of the professional services.

• Source Note: The provisions of this §501.74 adopted to be effective June 
11, 2000, 25 TexReg 5338; amended to be effective February 17, 2008, 33 
TexReg 1093  
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501.75 Confidential client information
• Except by permission of the client or the authorized representatives of the client, a 

person or any partner, officer, shareholder, or employee of a person shall not 
voluntarily disclose information communicated to him by the client relating to, and 
in connection with, professional accounting services or professional accounting work 
rendered to the client by the person. 

• Such information shall be deemed confidential. However, nothing herein shall be 
construed as prohibiting the disclosure of information required to be disclosed by 
applicable federal laws, federal government regulations, including requirements of 
the PCAOB, under a summons under the provisions of the Internal Revenue Code of 
1986 and its subsequent amendments, the Securities Act of 1933 (15 U.S.C. Section 
77a et seq.) and its subsequent amendments, or the Securities Exchange Act of 
1934 (15 U.S.C. Section 78a et seq.) and its subsequent amendments, by the 
standards of the public accounting profession in reporting on the examination of 
financial statements or as prohibiting disclosures pursuant to a court order signed by 
a judge, a congressional or grand jury subpoena, investigations or proceedings 
under the Act, ethical investigations conducted by private professional organizations, 
or in the course of peer reviews. 
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Source

Source Note: The provisions of this §501.75 adopted to be effective June 
11, 2000, 25 TexReg 5338; amended to be effective February 4, 2004, 29 
TexReg 963; amended to be effective February 17, 2008, 33 TexReg 1094; 
amended to be effective June 11, 2008, 33 TexReg 4503; amended to be 
effective January 28, 2009, 34 TexReg 428; amended to be effective 
October 7, 2009, 34 TexReg 6853; amended to be effective February 9, 
2011, 36 TexReg 545
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501.76 Records and Work papers 
(a) Upon request, a person shall provide to the client or former client any accounting 

or other records, belonging to, or obtained from or on behalf of, the client that the 
person removed from the client's premises or received on behalf of the client. 

• The records and work papers may be provided to the client in either hard copy or 
other useable form. 

• A person may make and retain copies of such records when they form the basis of 
work done by him. 

• For a reasonable charge, a person shall furnish to his client or former client, upon 
request made within a reasonable time after original issuance of the document in 
question: 

• (1) a copy of the client's tax return; 
• (2) a copy of any report or other document previously issued by the person to or for 

such client provided that furnishing such reports to or for a client or former client 
would not cause the person to be in violation of the portions of §501.60 of this title 
(relating to Auditing Standards) concerning subsequent events; 

• (3) a copy of the person's work papers, to the extent that such work papers include 
records which would ordinarily constitute part of the client's books and records and 
are not otherwise available to the client. 
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501.76 Work papers
(b) A person, when performing an engagement that is terminated prior to the 

completion of the engagement, is required to return or furnish the originals of only 
those records originally obtained by the person from the client.

(c) Work papers developed by a person during the course of a professional 
engagement as a basis for, and in support of, an accounting, audit, consulting, tax, or 
other professional report prepared by the person for a client, shall be and remain the 
property of the person who developed the work papers. 

(1) Work papers, whether in the form of hard copy or computer readable format, are 
those documents developed by the person incident to the performance of his 
engagement which do not result in changes to the client's records or are in part of the 
records ordinarily maintained by the client. 

(2) Analyses of inventory or other accounts as part of the person's selective audit 
procedures, even when prepared by client personnel at the request of the person, 
are the person's work papers. 
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501.76 Work papers
(c)

(3) If the analyses described in paragraph (2) of this subsection result in changes to the 
client's records, the person is required to furnish the details from his work papers in 
support of the journal entries recording such changes unless the journal entries 
themselves contain all necessary details. 
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501.76 Work papers
(d) Work papers include, but are not limited to: 

(1) letters of confirmation and representation; 
(2) excerpts of company documents; 
(3) audit programs; 
(4) internal memoranda; 
(5) schedules; 
(6) flowcharts; and 
(7) narratives. 
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501.76 Work papers
e) Work papers which constitute client records include, but are not limited to: 

(1) documents in lieu of books of original entry such as listings and 
distributions of cash receipts or cash disbursements; 

(2) documents in lieu of general ledger or subsidiary ledgers, such as 
accounts receivable, job cost and equipment ledgers, or similar depreciation 
records; 

(3) all adjusting and closing journal entries and supporting details when the 
supporting details are not fully set forth in the explanation of the journal 
entry; and 

(4) consolidating or combining journal entries and documents and supporting 
detail in arriving at final figures incorporated in an end product such as 
financial statements or tax returns. 
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501.76 Work papers
(f) Documentation or work documents required by professional standards for 

attest services shall be maintained in paper or electronic format by a person 
for a period of not less than five years from the date of any report 
issued in connection with the attest service, unless otherwise required by 
another regulatory body. 

• Failure to maintain such documentation or work papers constitutes a 
violation of this section and may be deemed an admission that they do not 
comply with professional standards. 

(g) Interpretive Comment: It is recommended that a person obtain a receipt or 
other written documentation of the delivery of records to a client. 
Source Note: The provisions of this §501.76 adopted to be effective June 

11, 2000, 25 TexReg 5339; amended to be effective December 6, 2001, 26 
TexReg 9859; amended to be effective February 4, 2004, 29 TexReg 963; 
amended to be effective February 17, 2008, 33 TexReg 1094; amended to 
be effective October 15, 2008, 33 TexReg 8512
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501.77 acting through others

a) A person shall not permit others including non-CPA owners and 
employees, to carry out on his behalf, either with or without compensation, 
acts, which, if carried out by the person, would place him in violation of these 
rules of professional conduct. 

(b) The board shall consider that the conduct of any non-CPA owner or 
employee in connection with the business of a licensed firm is the conduct of 
that licensed firm for the purposes of the rules of professional conduct. 

Source Note: The provisions of this §501.77 adopted to be effective June 
11, 2000, 25 TexReg 5339; amended to be effective August 15, 2002, 27 
TexReg 7120; amended to be effective February 4, 2004, 29 TexReg 963; 
amended to be effective February 17, 2008, 33 TexReg 1095
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501.78 Withdrawal or resignation
• a) If a person cannot complete an engagement to provide public accounting services 

and public accounting work or employment assignment in a manner that complies 
with the requirements of this chapter, the person shall withdraw from the 
engagement or resign from the employment assignment. 

• (b) If a person withdraws from an engagement or resigns from an employment 
assignment pursuant to this section, the person shall inform the client or employer of 
the withdrawal or resignation. 

• (c) Interpretive Comment: Any withdrawal or resignation shall preferably be in writing. 
A person shall comply with the requirements of §501.75 of this title (relating to 
Confidential Client Communications) and §501.90(16) of this title (relating to 
Discreditable Acts) regarding confidential information of clients and employers during 
and after a withdrawal or resignation executed pursuant to this section. For purposes 
of this section, an engagement commences once an engagement letter is signed by 
the client, time is charged to the engagement, or compensation is received by a 
person in connection with an engagement or employment assignment. 

Source Note: The provisions of this §501.78 adopted to be effective April 7, 2004, 
29 TexReg 3475; amended to be effective February 17, 2008, 33 TexReg 1095
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501.80s Responsibility to the Public
• TITLE 22 EXAMINING BOARDS 
• PART 22 TEXAS STATE BOARD OF PUBLIC ACCOUNTANCY 
• CHAPTER 501 RULES OF PROFESSIONAL CONDUCT 
• SUBCHAPTER D RESPONSIBILITIES TO THE PUBLIC 
• Rules 
• §501.80 Practice of Public Accountancy 
• §501.81 Firm License Requirements 
• §501.82 Advertising 
• §501.83 Firm Names 
• §501.84 Form of Practice 
• §501.85 Complaint Notice 
• §501.86 Disclosure of Subsequently Discovered Facts
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501.80 …Practice of Public Accountancy
a) A person may not engage in the practice of public accountancy unless he holds a 

valid license or qualifies under a practice privilege. 
• A person may not use the title or designation "certified public accountant", the 

abbreviation "CPA", or any other title, designation, word, letter, abbreviation, sign, 
card, or device tending to indicate that the person is a certified public accountant 
unless he holds a valid license issued by the board or qualifies under a practice 
privilege. 

• A license is not valid for any date or for any period prior to the date it is issued by the 
board and it automatically expires and is no longer valid after the end of the period 
for which it is issued. 

(b) Any licensee of this board in good standing as a certified public accountant or 
public accountant may use such designation whether or not the licensee is in the 
client, industry, or government practice of public accountancy. However, a licensee 

who is not in the client practice of public accountancy may not in any 
manner, through use of the CPA designation or otherwise, claim or imply 
independence from his employer or that the licensee is in the client practice of public 
accountancy. 
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501.80 …..Source

(c) Interpretive Comment: This section incorporates the definitions of the practice of 
public accountancy and professional services and accounting work found in 
§501.52(8) and §501.52(21) of this title (relating to Definitions) as well as §901.003 
of the Act (relating to Practice of Public Accountancy). 

Source Note: The provisions of this §501.80 adopted to be effective June 11, 2000, 
25 TexReg 5339; amended to be effective February 4, 2004, 29 TexReg 964; 
amended to be effective June 9, 2004, 29 TexReg 5626; amended to be effective 
February 17, 2008, 33 TexReg 1095
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501.81 Firm License requirements

(a) A Firm, may not provide or offer to provide attest services or use the title 
"CPA," "CPAs," "CPA Firm," "Certified Public Accountants," 
"Certified Public Accounting Firm," or "Auditing Firm" or any 
variation of those titles unless the firm holds a firm license issued by the 
board or qualifies under a practice privilege. 

• A firm license is not valid for any date or for any period prior to the date it is issued by 
the board and it automatically expires and is no longer valid after the end of the 
period for which it is issued. 

• A firm license does not expire when the application for licensure is received by the 
Board prior to its expiration date. 

• An expiration date for a firm license may be extended by the Board, in its sole 
discretion, upon a demonstration of extenuating circumstances that prevented the 
firm from timely applying for or renewing a firm license. 

(b) A firm is required to hold a license issued by the board if the firm establishes or 
maintains an office in this state. 118By Jesus Amezcua, CPA
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501.81 Rules -continued

(c) A firm is required to hold a license issued by the board and an individual must 
practice through a firm that holds such a license, if for a client that has its principal 
office in this state, the individual performs: 

(1) a financial statement audit or other engagement that is to be performed in 
accordance with the Statements on Auditing Standards; 

(2) an examination of prospective financial information that is to be performed in 
accordance with the Statement on Standards of Attestation Engagements;   or 

(3) an engagement that is to be performed in accordance with auditing  standards of 
the PCAOB or its successor. 
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501.81….Rules –continued
(d) Each advertisement or written promotional statement that refers to a CPA's 

designation and his or her association with an unlicensed entity in the client practice 
of public accountancy must include the disclaimer: "This firm is not a CPA firm." The 
disclaimer must be included in conspicuous proximity to the name of the unlicensed 
entity and be printed in type not less bold than that contained in the body of the 
advertisement or written statement. If the advertisement is in audio format only, the 
disclaimer shall be clearly declared at the conclusion of each such presentation. 

(e) The requirements of subsection (d) of this section do not apply with regard to a 
person performing services: 
(1) as a licensed attorney at law of this state while in the practice of law or as an 
employee of a licensed attorney when acting within the scope of the attorney's 
practice of law; 

(2) as an employee, officer, or director of a federally-insured depository institution, 
when lawfully acting within the scope of the legally permitted activities of the 
institution's trust department; or 

(3) pursuant to a practice privilege. 
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501.81 Rules continued
(f) On the determination by the board that a person has practiced without a license or 

through an unlicensed firm in violation of subsection (d) of this section, the person's 
certificate shall be subject to revocation and may not be reinstated for at least 12 
months from the date of the revocation. 

(g) Interpretive Comment: A person who is employed by an unlicensed firm that offers 
services that fall within the definitions of the client practice of public accountancy as 
defined in §501.52(8) and (21) of this title (relating to Definitions) and §901.003 of the 
Act (relating to Practice of Public Accountancy) must comply with the disclaimer 
requirement found in subsection (d) of this section. 

Source Note: The provisions of this §501.81 adopted to be effective June 11, 2000, 
25 TexReg 5339; amended to be effective December 6, 2001, 26 TexReg 9859; 
amended to be effective April 3, 2002, 27 TexReg 2437; amended to be effective 
February 4, 2004, 29 TexReg 964; amended to be effective February 17, 2008, 33 
TexReg 1096; amended to be effective October 13, 2010, 35 TexReg 9101
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501.82a…….. Advertising

a) A person shall not use or participate in the use of: 

(1) any written, oral, or electronic communication having reference to the 
person's professional services that contains a false, fraudulent, misleading 
or deceptive statement or claim; nor 

(2) any written, oral or electronic communication that refers to the person's 
professional services that is accomplished or accompanied by coercion, 
duress, compulsion, intimidation, threats, overreaching, or vexatious or 
harassing conduct. 
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501.82b……………Definitions

b) Definitions: 
(1) A "false, fraudulent, misleading, or deceptive statement or claim" includes, 

but is not limited to, a statement or claim which: 
 (A) contain a misrepresentation of fact; 
 (B) is likely to mislead or deceive because it fails to make full disclosure of relevant 

facts; 
 (C) is intended or likely to create false or unjustified expectations of favorable results; 
 (D) implies educational or professional attainments or licensing recognition not 

supported in 
fact; 

 (E) represents that professional services can or will be completely performed for a 
stated fee when this is not the case, or makes representations with respect to fees for 
professional services that do not disclose all variables that may reasonably be expected to 
affect the fees that will in fact be charged; 
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501.82b……….Definitions continued

b) (1) A "false, fraudulent, misleading, or deceptive statement or claim"

includes, but is not limited to, a statement or claim which: 

 (F) contains other representations or implications that in reasonable probability will 
cause a reasonably prudent person to misunderstand or be deceived; 

 (G) implies the ability to improperly influence any court, tribunal, regulatory agency or 
similar body or official due to some special relations; 

 (H) consists of self-laudatory statements that are not based on verifiable facts; 
 (I) makes untrue comparisons with other accountants; or 
 (J) contains testimonials or endorsements that are not based upon verifiable facts
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501.82b Definitions..Continued
(b) Definitions 

(2) Broadcast--Any transmission over the airwaves or over a cable, wirel ine, 
Internet, cellular, e-mail system or any other electronic means. 
(3) Coercion--Compelling by force so that one is constrained to do what his free will 
would otherwise refuse. 
(4) Compulsion--Driving or urging by force or by physical or mental constraint to 
perform or forbear from performing an act. 
(5) Direct personal communication--Either a face-to-face meeting or a conversation 
by telephone. 
(6) Duress--Any conduct which overpowers the will of another. 
(7) Harassing--Any word, gesture, or action which tends to alarm and verbally abuse 
another person. 
(8) Intimidation--Willfully to take, or attempt to take, by putting in fear of bodily harm. 

(9) Overreaching--Tricking, outwitting, or cheating anyone into doing an act which he 
would not otherwise do. 

• 10) Threats--Any menace of such a nature and extent as to unsettle the mind of 
anyone on whom it operates, and to take away from his acts that free and voluntary 
action which alone constitutes consent. 

• (11) Vexatious--Irritating or annoying. 125
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501.82………..Rules continued
(c) It is a violation of these rules for a person to persist in contacting a prospective 

client when the prospective client has made known to the person, or the person 
should have known the prospective client's desire not to be contacted by the 
person. 

(d) In the case of an electronic or direct mail communication, the person shall retain 
a copy of the actual communication along with a list or other description of parties 
to whom the communication was distributed. Such copy shall be retained by the 
person for a period of at least 36 months from the date of its last distribution. 

(e) Subsection (d) of this section does not apply to anyone when: 
(1) the communication is made to anyone who is at that time a client of the person; 

(2) the communication is invited by anyone to whom it was made; or 
(3) the communication is made to anyone seeking to secure the performance of 

professional services. 

(f) In the case of broadcasting, the broadcast shall be recorded and the person shall 
retain a recording of the actual transmission for at least 36 months. 

Source Note: The provisions of this §501.82 adopted to be effective June 11, 2000, 25 
TexReg 5340; amended to be effective February 17, 2008, 33 TexReg 1096; 
amended to be effective June 17, 2009, 34 TexReg 3947
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501.83 Names
(a) General Rules Applicable to all Firms: 

(1) A firm name may not contain words, 
abbreviations or other language that are 
misleading to the public, or that may cause 
confusion to the public as to the legal form or 
ownership of the firm. 

(2) A firm licensed by the board may not conduct 
business, perform or offer to perform services 
for or provide products to a client under a name 
other than the name in which the firm is 
licensed. 127By Jesus Amezcua, CPA



501.83……Misleading Name…
(3) A word, abbreviation or other language is presumed to 

be misleading if it: 
(A) is a trade name or assumed name that does not comply with paragraph (4)(A) or 
(B) of this subsection; (next slide)

(B) states or implies the quality of services offered, special expertise, expectation as 
to outcomes or favorable results, or geographic area of service; 

(C) includes the name of a non-owner of the firm; 
(D) includes the name of a non-CPA, except as provided in paragraph (4)(B) of this 
subsection; 

(E) states or implies educational or professional attainment not supported in fact; 
(F) states or implies licensing recognition for the firm or any of its owners not 
supported in fact; or 

(G) includes a designation such as "and company," "company," "associates," "and 
associates," "group" or abbreviations thereof or similar designations implying that 
the firm has more than one employed licensee unless there are at least two 
employed licensees involved in the practice. Independent contractors are not 
considered employees under this subsection. 
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501.83 ……Misleading name if?

4) A word, abbreviation or other language is presumed 

not misleading if it: 
(A) is the name, surname, or initials of one or more current or former CPA owners of 

the firm, its predecessor firm or successor firm; 
(B) is the name, surname, or initials of one or more current or former foreign 

practitioner owners of the firm, its predecessor firm or successor firm who are or 
would have been eligible to practice public accountancy in this state under §513.2 of 
this title (relating to Application for Registration of Foreign Practitioners); 

(C) indicates the legal organization of the firm, or; 
(D) states or implies a limitation on the type of service offered by the firm, such as "tax," 

"audit" or "investment advisory services," provided the firm in fact principally limits its 
practice to the type of service indicated in the name. 

(5) The board may place conditions on the licensing of a firm in order to ensure 
compliance with the provisions of this section. 
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501.83 Rules continued

(b) Additional Requirements Based on Legal 
Form or Ownership. 
(1) The names of a corporation, professional corporation, limited liability partnership, 
professional limited liability company or other similar legal forms of ownership must 
contain the form of ownership or an abbreviation thereof, such as "Inc.," "P.C.," 
"L.L.P." or "P.L.L.C."; except that a limited liability partnership organized before 
September 1, 1993 is not required to utilize the words "limited liability partnership" or 
any abbreviation thereof. 
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501.83 b). Additional requirements -
Name

(2) Sole Proprietorships: 
(A) The name of a firm that is a sole proprietor must contain the surname of the sole 
proprietor as it appears on the individual license issued to the sole proprietor by the 
board. 

(B) A partner surviving the death of all other partners may continue to practice under 
the partnership name for up to two years after becoming a sole proprietor, 
notwithstanding subsection (d) of this section. 

(C) The name of any current or former owner may not be used in a firm name during 
any period when such owner is prohibited from practicing public accountancy and 
prohibited from using the title "certified public accountant," "public accountant" or any 
abbreviation thereof, unless specifically permitted by the board. 
(D) A firm licensed by the board is required to report to the board any change in the 
legal organization of the firm and amend the firm name to comply with this section
regarding firm names for the new organization within thirty days of the effective date 
of such change. 
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501.83 b………..Name

2) Sole proprietorships: Continued

(E) This section regarding firm names does not affect firms licensed by the board prior 
to the effective date of this section, but does apply to any change in legal 
organization or name that occurs after the effective date of this section. 
Nothing in this subsection prohibits the board from placing conditions on the licensing 
of a firm pursuant to subsection (a)(5) of this section at the time of renewal of the firm 
license. 

Source Note: The provisions of this §501.83 adopted to be effective October 13, 
2005, 30 TexReg 6432
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501.84 Firm Practice

• A person may practice public accountancy only in a sole proprietorship, 
partnership, limited liability partnership, limited liability company, corporation 
or other legally recognized business entity that provides professional 
accounting services or professional accounting work, organized under the 
laws of the State of Texas or an equivalent law of another jurisdiction, or as 
an employee of one of these entities. 

Source Note: The provisions of this §501.84 adopted to be effective June 
11, 2000, 25 TexReg 5340; amended to be effective April 3, 2002, 27 
TexReg 2437; amended to be effective February 17, 2008, 33 TexReg 1097
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51.85 Complaint Notice

• When a firm receives a complaint that an alleged violation of the Act or 
Rules of Professional Conduct has occurred, a person shall provide to the 
complainant a statement that: 

Complaints concerning Certified Public Accountants 
may be addressed in writing to the Texas State Board 
of Public Accountancy at 333 Guadalupe, Tower 3, 
Suite 900, Austin, Texas 78701-3900, 
telephone (512) 305-7800, 
e-mail to enforcement@tsbpa.state.tx.us, 
or fax (512) 305-7854. 

Source Note: The provisions of this §501.85 adopted to be effective 
February 15, 2001, 26 TexReg 1341; amended to be effective February 4, 
2004, 29 TexReg 964; amended to be effective February 17, 2008, 33 
TexReg 1097
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501.86 Disclosure of Subsequently 
Discovered Facts 

• If subsequent to the date of the report upon audited financial 
statements the licensee becomes aware that facts may have existed 
at that date which might have affected the report had he been aware 
of such facts, the licensee must investigate this new information in 
accordance with the standards established in AICPA Professional 
Standards AU Section 561 and follow its requirements, including 
disclosure, as necessary. 

Source Note: The provisions of this §501.86 adopted to be effective 
June 17, 2009, 34 TexReg 3947
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501.90s……..Responsibilities to the 
board-profession

TITLE 22 EXAMINING BOARDS 
PART 22 TEXAS STATE BOARD OF PUBLIC 

ACCOUNTANCY 
CHAPTER 501 RULES OF PROFESSIONAL 

CONDUCT
SUBCHAPTER E RESPONSIBILITIES TO THE 

BOARD/PROFESSION
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501.90 Discreditable Acts
• A person shall not commit any act that reflects adversely on that person's 

fitness to engage in the practice of public accountancy. 

A discreditable act includes but is not limited to: 
• (1) fraud or deceit in obtaining a certificate as a certified public accountant 

or in obtaining registration under the Act or in obtaining a license to practice 
public accounting; 

• (2) dishonesty, fraud or gross negligence in the practice of public 
accountancy; 

• (3) violation of any of the provisions of Subchapter J or §901.458 of the Act 
applicable to a person certified or registered by the board; 

• (4) final conviction of a felony or imposition of deferred adjudication or 
community supervision in connection with a criminal prosecution of a felony 
under the laws of any state or the United States; 137By Jesus Amezcua, CPA
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501.90 Discreditable Acts - continued
A discreditable act includes but is not limited to:
• (5) final conviction of any crime or imposition of deferred adjudication or 

community supervision in connection with a criminal prosecution, an 
element of which is dishonesty or fraud under the laws of any state or the 
United States, a criminal prosecution for a crime of moral turpitude, a 
criminal prosecution involving alcohol abuse or controlled substances, or a 
criminal prosecution for a crime involving physical harm or the threat of 
physical harm; 

• (6) cancellation, revocation, suspension or refusal to renew authority to 
practice as a certified public accountant or a public accountant by any other 
state for any cause other than failure to pay the appropriate registration fee 
in such other state; 

• (7) suspension or revocation of or any consent decree concerning the 
right to practice before any state or federal regulatory or licensing body for 
a cause which in the opinion of the board warrants its action; 

• (8) knowingly participating in the preparation of a false or misleading 
financial statement or tax return; 138By Jesus Amezcua, CPA



A discreditable act includes but is not limited to:
• (9) fiscal dishonesty or breach of fiduciary responsibility of any type; 
• (10) failure to comply with a final order of any state or federal court; 
• (11) repeated failure to respond to a client's inquiry within a reasonable 

time without good cause; 
• (12) intentionally misrepresenting facts or making a misleading or deceitful 

statement to a client, the board, board staff or any person acting on behalf of 
the board; 

• (13) giving intentional false sworn testimony or perjury in court or in 
connection with discovery in a court proceeding or in any communication to 
the board or any other federal or state regulatory or licensing body;

• (14) threats of bodily harm or retribution to a client; 
• (15) public allegations of a lack of mental capacity of a client which cannot 

be supported in fact;  

501.90 Discreditable Acts – continued
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501.90 Discreditable Acts – continued
A discreditable act includes but is not limited to:
(16) voluntarily disclosing information communicated to the person by an 

employer, past or present, or through the person's employment in  

connection with accounting services rendered to the employer, except: 
(A) by permission of the employer; 
(B) pursuant to the Government Code, Chapter 554 (commonly referred to 

as the "Whistle Blowers Act"); 
(C) pursuant to: 

(i) a court order signed by a judge; or 
(ii) a summons 

(I) under the provisions of the Internal Revenue Code of 1986 
and its subsequent amendments, 

(II) the Securities Act of 1933 (15 U.S.C. §77a et seq.) and its     
subsequent amendments, or 

(III) the Securities Exchange Act of 1934 (15 U.S.C. §78a et  
seq ) and its subsequent amendments;
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A discreditable act includes but is not limited to:

(16)   Except 
(D) in an investigation or proceeding by the board;  
(E) in an ethical investigation conducted by a professional      

organization of certified public accountants; or 
(F) in the course of a peer review under Section 901.159 of the 

Public Accountancy Act; or 
(G) any information that is required to be disclosed by the 
professional standards for reporting on the examination of a 
financial statement.

501.90 Discreditable Acts – continued
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A discreditable act includes but is not limited to:
(17) breaching the terms of an agreed consent order entered by the board or 

violating any Board Order. 
(18) Interpretive Comment: The board has found in §519.7 of this title (relating 

to Misdemeanors that Subject a Person to Discipline by the Board) and 
§525.1 of this title (relating to Applications for the Uniform CPA Examination, 
Issuance of the CPA Certificate, a License, or Renewal of a License for 
Persons with Criminal Backgrounds) that any crime of moral turpitude 
directly relates to the practice of public accountancy. A crime of moral 
turpitude is defined in this chapter as a crime involving grave infringement of 
the moral sentiment of the community. The board has found in §519.7 of this 
title that any crime involving alcohol abuse or controlled substances directly 
relates to the practice of public accountancy. 
Source Note: The provisions of this §501.90 adopted to be effective June 11, 2000, 25 TexReg 5340; 
amended to be effective October 16, 2002, 27 TexReg 9573; amended to be effective February 4, 2004, 29 
TexReg 964; amended to be effective June 7, 2006, 31 TexReg 4642; amended to be effective February 17, 
2008, 33 TexReg 1097; amended to be effective August 17, 2008, 33 TexReg 6372; amended to be effective 
January 28, 2009, 34 TexReg 429; amended to be effective June 17, 2009, 34 TexReg 3948

501.90 Discreditable Acts – continued
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501.91 Reportable Events 
(a) A licensee shall report in writing to the board the occurrence of any of the 

following events within 30 days of the date the licensee has 

knowledge of these events: 
(1) the conviction or imposition of deferred adjudication of the licensee of 

any of the following: 
 (A) a felony; 
 (B) a crime of moral turpitude; 
 (C) any crime of which fraud or dishonesty is an element or that involves 

alcohol abuse or controlled substances; and 
 (D) any crime related to the qualifications, functions, or duties of a public    

accountant or certified public accountant, or to acts or activities in the 
course and scope of the practice of public accountancy or 
as a fiduciary. 

(2) the cancellation, revocation, or suspension of a certificate, other authority 
to practice, or refusal to renew a certificate or other authority to practice as a 
certified public accountant or a public accountant, by any state, foreign 
country or other jurisdiction; 143
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501.91 Reportable Events

(a) A licensee shall report in writing to the board the occurrence of any of the 

following events within 30 days of the date the licensee has 

knowledge of these events:
(3) the cancellation, revocation, or suspension of the right to practice as a 
certified public accountant or a public accountant before any governmental 
body or agency or other licensing agency; 

(4) an un-appealable adverse finding in any state or federal court or an 
agreed settlement in a civil action against the licensee concerning 
professional accounting services or professional accounting work or a 
finding of a breach of fiduciary duty, fraud or misappropriation; or 

(5) the loss of a professional license from another state or federal regulatory 
agency such as an insurance license or a securities license, resulting from 
an un-appealable adverse finding. 144
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501.91 Discreditable acts
(b) The report required by subsection (a) of this section shall be signed by 

the licensee and shall set forth the facts which constitute the reportable 
event. If the reportable event involves the action of an administrative agency 
or court, then the report shall set forth the title of the matter, court or agency 
name, docket number, and dates of occurrence of the reportable event. 

(c) Nothing in this section imposes a duty upon any licensee to report to the 
board the occurrence of any of the events set forth in subsection (a) of this 
section either by or against any other licensee. 

(d) As used in this section, a conviction includes the initial plea, verdict, or 
finding of guilt, plea of no contest, or pronouncement of sentence by a trial 
court even though that conviction may not be final or sentence may not be 
actually imposed until all appeals are exhausted. 

145By Jesus Amezcua, CPA



501.91 Discreditable Acts
• (e) Interpretive Comment: A crime of moral turpitude is defined in this 

chapter as a crime involving grave infringement of the moral sentiment of the 
community and further defined in §501.90(18) and §519.7 of this title 
(relating to Discreditable Acts and Misdemeanors that Subject a Certificate 
or Registration Holder to Discipline by the Board and Misdemeanors that 
Subject a Certificate or Registration Holder to Discipline by the Board).\

Source Note: The provisions of this §501.91 adopted to be effective June 
11, 2000, 25 TexReg 5341; amended to be effective February 4, 2004, 29 
TexReg 964; amended to be effective February 17, 2008, 33 TexReg 1098; 
amended to be effective December 8, 2010, 35 TexReg 10694
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501.92 Frivolous complaints
• A person who, in writing to the board, accuses another person of violating 

the rules of the board shall assist the board in any investigation and/or 
prosecution resulting from the written accusation. 

• Failure to do so, such as not appearing to testify at a hearing or to produce 
requested documents necessary to the investigation or prosecution, without 
good cause, is a violation of this rule. A person who makes a complaint 
against another person that is groundless and brought in bad faith, for the 
purpose of harassment, or for any other improper purpose shall be in 
violation of this rule. 

Source Note: The provisions of this §501.92 adopted to be effective June 
11, 2000, 25 TexReg 5342; amended to be effective February 4, 2004, 29 
TexReg 964; amended to be effective February 17, 2008, 33 TexReg 1098
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501.93 Responses 
(a) A person shall substantively respond in writing to any communication from 

the board requesting a response, within 30 days. The board may specify a 
shorter time for response in the communication when circumstances so 
require. The time to respond shall commence on the date the 
communication was mailed, delivered to a courier or delivery service, faxed 
or e-mailed to the last address, facsimile number, or e-mail address 
furnished to the board by the applicant or person. 

(b) A person shall provide copies of documentation and/or work papers in 
response to the board's request at no expense to the board within 30 days. 
The board may specify a shorter time for response in the communication 
when circumstances so require. The time to respond shall commence on the 
date the request was mailed, delivered to a courier or delivery service, faxed 
or e-mailed to the last address, facsimile number or e-mail address furnished 
to the board by a person. A person may comply with this subsection by 
providing the board with original records for the board to duplicate. In such a 
circumstance, upon request the board will provide an affidavit from the 
custodian of records documenting custody and control of the records. 148
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501.93 Responses 

(c) Failure to timely respond substantively to written communications, or 
failure to furnish requested documentation and/or work papers, constitutes 
conduct indicating lack of fitness to serve the public as a professional 
accountant. 

(d) Each applicant and each person required to be registered with the board 
under the Act shall notify the board, either in writing or through the board's 
website, of any and all changes in either such person's mailing address or 
telephone number and the effective date thereof within 30 days before or 
after such effective date. 
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501.93 Responses 
(e) Interpretive Comment. This section should be read in conjunction with 

§519.6 of this title (relating to Subpoenas). 

(f) Interpretive Comment. In this section, the term board includes board staff

• Source Note: The provisions of this §501.93 adopted to be effective June 
11, 2000, 25 TexReg 5342; amended to be effective February 6, 2002, 27 
TexReg 748; amended to be effective October 16, 2002, 27 TexReg 9573; 
amended to be effective February 4, 2004, 29 TexReg 964; amended to be 
effective August 4, 2004, 29 TexReg 7304; amended to be effective June 1, 
2005, 30 TexReg 3100; amended to be effective February 17, 2008, 33 
TexReg 1098; amended to be effective August 17, 2008, 33 TexReg 6373
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501.94 Mandatory Continuing 
Professional Education

• Each certificate or registration holder shall comply with the 
mandatory continuing professional education reporting and the 
mandatory continuing professional education attendance 
requirements of Chapter 523 of this title (relating to Mandatory 
Continuing Professional Education Program). Once an individual's 
license has been suspended a third time by the board for failing to 
complete the 120 hours of continuing professional education 
required by §523.63 of this title (relating to Mandatory CPE 
Attendance), the individual's certificate shall be subject to revocation 
and may not be reinstated for at least 12 months from the date of 
the revocation. 

• Source Note: The provisions of this §501.94 adopted to be effective 
June 11, 2000, 25 TexReg 5342
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