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History: Chapter Accy I as it existed on June 30, 1974 was repealed and a new Chapter
Accy 1 was created, Register, June, 1974, No, 222, effective July 1, 1974,

Accy 1.001 Applicability of rules. (1) A person licensed to practice
as a certified public accountant, or public acco# $ant, as defined in the
statutes, may be held responsible for compliance with the rules of con-
duct by all persons associated with him in the practice'of public account-
ing who are either under his supervision or are his partners or sharehold-
ers in the practice.

{a) A person licensed to practice as a certified public accountant, or
public accountant, as defined in the statutes, shall not permit others to
carry out on his behalf, either with or without compensation, acts which,
éf carried out by him, ‘would place him in violation of the rules of con-

uct,

History: Cr. Register, June, 1974, No, 222, eff, 7-1-74.

SUBCHAPTER I, INDEPENDENCE, INTEGRITY AND
OBJECTIVITY

Accy 1.101 Independence. (1) No person licensed to practice as a
certified public accountant or public accountant, as defined in the stat-
utes, or a firm of which he is a partner or shareholder, shall express an
opinion on financial statements of an enterprise unless he and any part-
nership or firm with which he is associated are independent with respect
to such enterprise. Independence does not exist where:

(a) Durmg the permd of his professional engagement, or at the tlme of
expressing his opinion, he or his partnership or ﬁrm

L. Had or was committed to acquire any direct or materla.l indirect
financial interest in the enferprise; or

2. Had any joint closely held business investment with the enterprise
or any officer, director or principal stockholder thereof which was mate-
rial in relation to his net worth; or the net worth of any partnership or
firm with which he is assomated or

3. Had any loan to or from the enterprise or any officer, director or
principal stockholder thereof. This latter proscription does not apply to
the following loans from a financial institution when made under normal .
lending procedures, terms and requirements;
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2 WISCONSIN ADMINISTRATIVE CODE

&. Loans obtained hy him or any partnership or firm with which he is
ﬁssociated which are not material in relation to the net worth of such
Orrower.

b. Home mortgages.

¢. Other secured loans, except loans guaranteed by any parinership or
firm with which he is associated which are otherwise unsecured.

{b)} During the period covered by the financial statements, or during
the peried of the professional engagement, or at the time of expressing
an opinion, he or his partnership or firm

1. Was connected with the enterpnse as a promoter, underwriter, vot-
ing trustee, director or officer or in any capacity equivalent to that of a
member of management or of an employe; or

2. Was a trustee of any trust or personal representative of any estate if
such trust or estate had a direct or material indirect financial interest in
the enterprise; or was a trustee for any pension or proﬁt sharing trust of
the enterprise. o ihes

4 ;?.a '

3. The above exainples-are not intended to be all-inclusive.

(2) Interpretations of Accy 1,101, not intended to be all-inclusive, are
as follows:

(a) Directorships. Certified public accountants and public account-
ants are often asked to lend the prestige of their name as a director of a
charitable, religious, civic or other similar type of nonprofit organization
whose board is large and representative of the community’s leadership..
An auditor who permits his name to be used in this manner would not be
considered lacking in independence under rule Accy 1.101 so long as he
does not perform or give advice on management functions, and the
board itself is sufficiently large that a third party would conclude that
his membership was honorary.

(b} Retired partners and firm independence. A retired partner hav-
ing a relationship of a type specified in rule Accy 1.101 with a client of his
former firm would not be considered as impairing the firm’s indepen-
dence with respect to the client provided that he is no longer active in
the firm, that the fees received from such client do not have a material
effect on his retirement benefits and that he is not held out as being
associated with his former partnership.

(c) Accounting services. 1. Certified public accountants and public
accountants in public practice are sometimes asked to provide manual
or automated bookkeeping or data processing services to clients who are
of insufficient size to employ an adequate internal accounting staff.
Computer systems design and programming assistance are also rendered
by certified public accountants and public accountants either in con-
junction with data processing services or as a separate engagement, Cer-
tified public accountants and public accountants who perform such ser-
vices and who are engaged in the practice of public accounting are
subject to the rules of conduct.

2. On occasion, certified public accountants and public accountants
also rent “block time” on their computers to their clients but are not
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involved in the processing of transactions or maintaining the client’s ac-
counting records. In such cases, the sale of block time constitutes a busi-
ness rather than a professional relationship and must be considered to-
gether with all other relationships between the certified public
accountant or public accountant and his client to determine if their ag-
gregate impact is such as to impair the certified public accountant’s or
public accountant’s independence.

3. When a certified public accountant or public accountant performs
manual or automated bookkeeping services, concern may arise whether
the performance of such services would impair his audit independence-
that the performance of such basic accounting services would cause his
audit to be lacking in a review of mechanical accuracy or that the ac-
counting judgments made by him in recording transactions may some-
how be less reliable than if made by him in connection with the subse-
quent audit.

4, Certified public accountants and public accountants are skilled in,
and well accustomed to, applying techniques to control mechanical ac-
curacy, and the performance of the record-keeping function should have
no effect on application of such techniques. With regard to accounting
3udgements if’ third parties have confidence in a certified public ac-
countant’s or public accountant’s judgment in performing an audit, it is
difficult to contend that they would have less confidence where the same
judgment is applied in the process of preparing the underlying aceount-
1ng records.

5. Nevertheless, a certified public accountant or public accountant
performing accounting services for an audit client must meet the follow-
ing requirements to retain the appearance that he is not virtually an
employee and therefore lacking in independence in the eyes of a reason-
able ohserver.

a. The certified public accountant or public accountant must not have
any relationship or combination of relationships with the client or any
conflict of interest which would impair his integrity and ohjectivity.

h. The client must accept the responsibility for the financial state-
ments as his own. A small client may not have anyone in his employ to
maintain accounting records and may rely on the certified public ac-
countant or public accountant for this purpose. Nevertheless, the client
must be sufficiently knowledgeable of the enterprise’s activities and fi-
nanctal condition and the applicable accounting principles so that he
can reasonably accept such responsibility, including, specifically, fair-
ness of valuation and presentation and adequacy of disclosure. When
necessary, the certified public accountant or public accountant must dis-
cuss accounting matters with the client to be sure that the client has the
required degree of understanding.

¢. The certified public accountant or public accountant must not as-
sume the role of employee or of management conducting the operations
of an enterprise. For example, the certified public accountant or public
accountant shall not consummate transactions, have custody of assets or
exercise authority on behalf of the client. The client must prepare the
source documents on all transactions in sufficient detail to identify
clearly the nature and amount of such transactions and maintain an ac-
counting control over data processed by the certified public accountant
or public accountant such as control totals and document counts, The -
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certified public accountant or public accountant should not make
changes in such basic data withouf the concurrence of the client.

d. The certified public accountant or public accountant, in making an
examination of financial statements prepared from books and records
which he has maintained completely or in part, must conform to gener-
ally accepted auditing standards. The fact that he has processed or
maintained certain records does not eliminate the need to make suffi-
cient audit tests. :

6. When a client’s securities become subject to regulation by the secur-
ities and exchange commission or other federal or state regulatory body,
regponsibility for maintenance of the accounting records, including ac-
counting classification decisions, must be assumed by accounting per-
sonnel employed by the client. The assumption of this responsibility
must commence with the first fiscal year after which the client’s securi-
ties qualify for such regulation.

(d) Effect of family relationships on independence. Rule of conduct
Accy 1.101 proscribes relationships which impair a certified public ac-
countant’s or public accountant’s independence through direct financial
interests, material indirect financial interests, or other involvements.
Relationships which arise through family bloodlines and marriage give
rise to circumstances that may impair a certified publlc accountant’s or
public accountant’s independence,

1. Finanecial and business relationships aseribed to the certiﬁed public
accountant or public accountant. It is well accepted that the indepen-
dence of a certified public accountant or public accountant may be im-
paired by the financial interests and business relationships of the certi-
fied public accountant’s or public accountant’s spouse, dependent
children, or any relative living in a common household with or supported *
by the certified public accountant or public accountant. The financial
interests or business relationships of such family, dependents or rela-
tives in a certified public accountant’s or public accountant’s client are
ascribed to the certified public accountant or public accountant; in such
circumstances the independence of the certified publi¢ accountant or
public accountant or his or her firm would be impaired under Acey 1.101,

2. Financial and business relationships that may be ascribed to the
certified public accountant or public accountant. Family relationships -
may also involve other circumstances such as these of a close kin in
which the appearance of independence is lackmg However, it is not rea-
sonable to assume that all kinships, per se, will impair the appearance of
independence since some kinships are too remote. The following are
guidelines to the effect of kinghip on the appearance of independence:

a. A presumption that the appearance of independence is impaired
arises from a significant financial interest, investment, or business rela-
tionship by the following close kin in a certified public accountant’s or
public accountant’s client: non- dependent children, brothers and sis-
ters, grandparents, parent, parents-in-law, and the respective spouses of
any of the foregoing.

b. If the close kin’s financial interest in a certified puhlic accountant’s
or public accountant’s client is material in relationship to the kin’s net
worth, a third party could conclude that the certified public account-
ant’s or public accountant’s objectivity is impaired with respect to the
client since the kinship is so close. In addition, financial interests held by
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close kin may result in an indirect financial interest being ascribed to the
certified public accountant or public accountant,

¢. The presumption that the appearance of independence is impaired
would also prevail where a cloge kin has an important role or responsible
executive position (e.g., director, chief executive or financial officer)
with a client,

d. Geographical separation from the close kin and infrequent contact
may mitigate such impairinent except with respect to a partner working
on the engagement or located in the office responsible for the engage-
ment, a partner in the same office or one who maintained close personal
relationships with partners working on the engagements, a partner who,
as a result of the administrative or advisory positions, is involved in the
enggfement, or a staff member participating on the engagement or lo-
cated in the office responsible for the engagement. If a certified public
accountant or public accountant does not or could not reasonably be
expected to have knowledge of the financial interests, investments and
business relationships of close kin, such lack of knowledge would pre-
clude an impairment of objectivity and appearance of independence.

3. Financial and business relationships that are not nermally ascribed
to the certified public accountant or public accountant. A presumption
that the appearance of independence is impaired would not normally
arise from the financial interests and business relationships of remote
kim: uncles, aunts, cousins, nephews, nieces, other in-laws, and other kin
who are not close. The financial interests and business relationships of
these remote kin are not considered either direct or indirect interests
ascribed to the certified public accountant or public accountant. How-
ever, the presumption of no impairment with remote kin would be ne-
gated if other factors indicating a closeness exist, such as living in the
same household with the certified public accountant or public aceount-
ant, having financial ties, or jointly participating in other business enter-
prises.

4. Summary. Certified public accountants or public accountants must
be aware that it is impossible to.enumerate ali circumstances wherein
the appearance of independence might be questioned by third parties
because of family relationships. In situaticns involving the assessment
of relationships with both cloge and remote kin, certified public account-
ants or public accountants must consider whether geographical proxim-
ity, strength of personal and other business refationships and other fac-
tors—when viewed together with financial interests in question—would
lead a reasonable observer to conclude that the specified relationships
pose an unacceptable threat to the certified public accountant’s or pub-
lic accountant’s objectivity and appearance of independence. -

(e} Meaning of term “normal lending procedures, terms and require-
ments.” Aecy 1.101 (1) (a)} 3 prohibits loans to a certified public ac-
countant or public accountant from a client except for certain spemﬁed
kinds of loans from a client financial institution when made under “nor-
mal lending procedures, terms and requirements.” The certified public
accountant or public accountant would meet the criteria prescribed by
this rule if the procedures, terms and requirements relating to the loan
are reasonahly comparable to those relating to loans of a similar charac-
ter committed to other borrowers during the pertod in which the loan to
the certified public accountant or public accountant is committed. Aec-
cordingly, in making such comparison and in evaluating whether the
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loan was made under “normal lending procedures, terms and require-
ments,” the certified public accountant or public accountant should con-
sider all the circumstances under which the foan wag granted ineluding

1. The amount of the loan in relation to the value of the collateral
pledged as security and the credit standing of the certified public ac-
" countant or public accountant or his or her firm.

2. Repayment terms. _
3. Interest rate, including “points.”

4. Requirement to pay closing costs in accordance with the lender’s
usual practice.

5. General availability of such loans to the public.

6. Related prohibitions prescribed‘by certain state and federal agen-
cies having regulatory authority over financial institutions.

. History: Cr. Register, JUI:IB, 1974, No. 222, off. 7-1.74; cr. (2), Regiater, December, 1974,
No. 228, off. 1-1-75; cr. (2) (d), Register, February. 1976, No. 242, off. 4-1-76; cr. {2) (e},
Reguber, January, 1577, No. 263, eff. 3-1-77,

Accy 1.102 Inteﬁrity and objectivity. (1) No person licensed to
practice as a certified public accountant, or public accountant, as defined
in the statutes, shall knowingly misrepresent facts, and when engaged in
the practice of public accounting, including the rendermg of tax and
management advisory services, shall not subordinate his judgment to
others. In tax practice, a member may resolve doubt in favor of his client
as long as there is reasonable support for his position.’

History: Cr. Register, June, 1974, No. 222, eff. 7-1-74.

Accy 1.103 Disclosure of interest. As to disclosure of interest in cor-
poration reported on, section 442,10, Wis. Stats., is controlling.

History: Cr. Regiator, June, 1974, No. 222, off. 7-1-74.

SUBCHAPTER I, COMPETENCE AND TECHNICAL
. STANDARDS

Accy 1.201 Competence. (1) No person licensed to practice as a cer-
tified public accountant, or public accountant, as defined in the statutes, -
shall undertake any engagement which he or the parinership or firm
with which he is associated cannot reasonably expect to complete with
professional competence.

(2} Interpretations of Acey 1.201, not intended to be all-inclusive, are
as follows:

{a) A certified public accountant or public accountant who accepts a
professional engagement implies that he has the necessary competence
to complete the engagement according to professional standards, apply-
ing his knowledge and skill with reasonable care and diligence, but he
does not assume a responasibility for infallibility of knowledge or judg-
ment.

" (b) Competence in the practice of public accounting involves both the
technical qualifications of the certified public accountant or public ac-
countant and his staff and his ability to supervise and evaluate the quali-
ty of the work performed. Competence relates both to knowledge of the
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profession’s standards, techniques and the technical subject matter in-
volved, and to the capability to exercise sound judgment in applying
such knowledge to each engagement.

(c) The certified public accountant or public accountant may have
the knowledge required to complete an engagement professionally
before undertaking it. In many cases, however, additional research or
consultation with others may be necessary during the course of the en-
gagement, This does not ordinarily represent a lack of competence, but
rather is a normal part of the professional conduct of an engagement.

(d) However, if a certified public accountant or public accountant is
unable to gain sufficient competence through these means, he should
suggest, in fairness to his client and the pubhc, the engagement of some-
one competent to perform the needed service, either independently or as
an associate.

History: Cr, Register, June, 1974, No. 222, eff. 7-1-74; cr. {2}, Regisier, December, 1974,
No. 228, off, 1-1-75,

Acey 1,202 Auditing standards. (1) No person licensed to practice
as a certified public accountant, or public accountant, as defined in the
statutes, shall permit his name to be associated with financial state-
ments in such a manner as to imply that he is acting as an independent
public accountant, unless he has complied with the applicable generaily
accepted auditing ‘standards as promulgated by the American institute
of certified public accountants. Statements on auditing standards issued
by the American institute of certified public accountant’s committee on
auditing standards are, for purposes of this rule, considered to be inter-
pretations of the generally accepted auditing standards, and departures
from such statements must be justified by those who do not follow them.

(2) Interpretations of Accy 1.202, not intended to be all-inclusive, are
as follows:

(a) Unaudited financial statements. Accy 1.202 does not preclude a
certified public accountant or public accountant from associating with
the unaudited financial statements of clients. The rule states in part that
“No person licensed to practice as a certified public accountant, or pub-
lic accountant, as defined in the statutes, shail permit his [her] name to
be associated with financial statements in suclf)l a manner as to imply
that he[she] is acting as an independent public accountant unless
he[she] has complied with the applicable generally accepted auditing
standards promulgated by the American Institute of Certified Public
Accountants.”

1. In applying this provision to situations in which a certified public
accountant’s or public accountant’s name is associated with unaudited
financial statements, it is necessary to recognize that the standards were
specifically written to apply to audited financial statements. The fourth
reporting standard, however, was made sufficiently broad to be apphca~
ble to unaudited financial statements as well,

2. The fourth Reporting Standard states in part:

“. .. In all cases were an auditor’s name is associated with fi-
nancial statements, the report should contain a clear-cut indi-
cation of the auditor’s examination, if any, and the degree of
responsibility he is taking.”
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3. Those sections of Statements on Auditing Standards and related
guides which deal with unaudited financial statements provide guidance
to certified public accountants and public accountants associated with
such statements.

History: Cr. Regiater, June, 1874, No. 222, eff. 7-1-74; cr. (2), Register, February, 1976, No,
. 242, off, 4-1-78, .

Accy 1.203 Accounting principles. (1) No person licensed to prac-
tice as & certified public accountant, or public accountant, as defined in
the statutes, Bhaﬁ express an opinion that financial statements are
presented in conformity with generally accepted accounting principles if
such statements contain any departure from an accounting principle
promulgated by the body designated by the council of the American in-
stitute of certified public accountants to establish such principles which
has a material effect on the statements taken as a whole, unless he can
demonstrate that due to unusual cireumstances the financial statements
would otherwise have been misleading. In such cases his report must
describe the departure, the approximate effects thereof, if practicable,
and the reasons why compliance with the principle would result in a mis-
leading statement, '

" (2) Interpretations of Accy 1.208, not intended to be all-inclusive, are
as follows: )

(a) Depariures from established accounting principles, Accy 1.203
was adopted to require compliance with accounting principles promul-
gated lc)f' the body designated by council of the American institute of
certified public accountants to establish such principles. There is a
strong presumption that adherence to officially established accounting
principles would in nearly all instances result in financial statements
that are not misleading.

(b) However, in the establishment of accounting principles it is diffi-
cult to anticipate all of the circumstances to which such principles might
be applied. This rule therefore reecognizes that upon occasion there may
be unusual circumstances where the literal application of pronounce-
ments on accounting principles would have the effect of rendering finan-
cial statements misleading..In such cases, the proper accounting treat-
ment is that which will render the financial statements not misleading.

(c) The question of what constitutes unusual circumstances as re- -
ferred to in Accy 1.203 is a matter of professional judgment involving the
ability to support the position that adherence to a pmml(l)lcfated princi-
f)le would be regarded generally by reasonable men as producing a mis-
eading result.

(d) Examples of events which may justify departures from a principle
are new legislation or the evolution of & new form of business transac-
tion. An unusual degree of materiality or the existence of conflicting in-
dustry practices are examples of circumstances which would not ordina-
rily be regarded as unusual in the context of Accy 1.203.

(e) Status of FASB interpretations, Council of the American institute
of certified public accountants is authorized under Accy 1.203 to desig-
nate a body to establish accounting principles and has designated the
financial accounting standards board as such body. The accounting ex-
amining board also has resolved that financial accounting standards
board statements of financial accounting standards, together with those
accounting research bulletins and accounting principles board opinions
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which are not suberseded by action of the FASB, constitute accounting
principles as contemplated in Accy 1.203,

{f) In determining the existence of a departure from an accounting
principle established by a statement of financial accouniing standards,
accounting research bulletin or accounting principles board opinion en-
compassed by Accy 1.203, the accounting examining board will construe
such statement, bulletin or opinion in the light of any interpretations
thereof issued by the financial accounting standards board.

History: Cr. Register, June, 1974, No. 222, eff. 7-1-74; cr. (2), Register, December, 1874,
No. 228, eff, 1-1-15.

. Acecy 1.204 Forecasts. (1} No person licensed to practice as a certi-
fied public accountant, or public accountant, as defined in the statutes,
shall permit his name to be used in conjunction with any forecast of
future transactions in a manner which may lead to the belief that he
vouches for the achievability of the forecast.

(2) Interpretations of Accy 1.204, not intended to be all-inclusive, are
as follows:

(a) Forecasts. Accy 1.204 does not prohibit a certified public account-
ant or public accountant from preparing, or assisting a client in the
preparation of, forecasts of the results of future iransactions. When a
certified pubhc accountant’s or public accountant’s name is associated
with such forecasts, there shall be the presumption that such data may
be used by parties other than the client, Therefore, full disclosure must
be made of the sources of the information used and the major assump-
tions made in the preparation of the statements and analyses, the char-
acter of the work performed by the member, and the degree of the re-
sponsibility he is taking.

History: Cr. Register, June, 1974, No. 222, eff. 7-1-74; c1. (2), Register, December, 1974,
No, 228, eff. 1-1-75. .

SUBCHAPTER 111, RESPONSIBILITIES TO CLIENTS

Accy 1.301 Confidential client information. (1) No person licensed
to practice as a certified public accountant, or public accountant, as de-
fined in the statutes, shall disclose any confidential information ob-
tained in the course of a professional engagement except with the con-
sent of the client or through the due process of law.

{2) This rule shall not be construed:

{a} To relieve such a person of his obligation under sections Accy
1.202 and 1.203, Wis. Adm. Code.

(b) To affect in any way his compliance with a validly issuied sub-
poena or summons enforceable by order of a court,

(c) To prohihit review of such a person’s professional practices as a
part of veluntary quality review under authorization of the American
institute of certified public accountants or the Wisconsin society of cer-
tified public accountants or

(d) To preclude a certified public accountant or public accountant
from responding to an inquiry made by the ethics division of trial board
of American institute of certified public accountants, by duly congti-
tuted investigative or disciplinary body of a state CPA society, or under
any state statutes. '
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'(3) Members of the ethics division and trial board of the American
ingtitute of certified public accountants and professional practice re-
viewers under American institute of certified public accountants author-
ization, or their state society counterparts, shall not diselose any confi-
dential client information which comes to their attention from such
persons in disciplinary proceedings or otherwise in carrying out their
official responsibilities. However, this prohibition shall not restrict the
exchange of information with an aforementioned duly constituted inves-
tigative or disciplinary body. )

(4) Interpretations of Accy 1.301, not intended to be all-inclusive, are
as follows:

{a) Confidential information and technical standards. The prohibi-
tion against disclosure of confidential information obtained in the
course of a professional engagement does not apply to disclosure of such
information when required to properly discharge the certified public ac-
countant’s or public accountant’s responsibility accerding to the profes-
sion’s standards. The prohibition would not apply, for example, to dis-
closure, as required by section 561 of Statement on Auditing Standards
No. 1, of subsequent discovery of facts existing at the date of the audi-
tor’s report which would have affected the auditor’s report had he been
aware of such facts.

Histoxry: Cr. Register, June, 1974, No, 222, eff. 7-1-74; cr. (4), Register, December, 1974,
No, 228, eff, 1-1-76.

Accy 1.302 Contingent fees. (1) Professional services shall not be
offered or rendered under an arrangement whereby no fee will be
charged unless a specified finding or result is attained, or-where the fee is
otherwise contingent upon the findings or results of such services. How-
ever, fees may vary depending, for example, on the complexity of the
service rendered.

{a) Fees are not regarded as being contingent if fixed by courts or
other public authorities or, in tax matters, if determined based on the
results of judicial proceedings or the findings of governmental agencies.

History: Cr. Register, June, 1974, No. 222, eff. 7-1-74.
SUBCHAPTER IV, RESPONSIBILITIES TO COLLFAGUES

Accy 1.401 Encroachment. (1) No person licensed to practice as a
certified public accountant, or public accountant, as defined in the stat-
utes, shall endeavor to provide a person or entity with a professional
service which is currently provided by another licensed certified public
accountant, or publie accountant, except:

(a} He may respond to a request for a proposal to render services and
may furnish service to those who request it. However, if an audit client
of another independent public accountant requests such a person fo pro-
vide professional advice on accounting or auditing matters in connection
with an expression of opinion on financial statements, he must first con-
sult with the other accountant to ascertain that he is aware of all the
available relevant facts.

(b) Where he is required to express an opinion on combined or consol-
idated financial statements which include a subsidiary, branch or other
component audited by another such accountant, he may insist on audit-
ing any such component which in his judgment is necessary to warrant
the expression of his opinion.
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{c) A person licensed to practice as a certified public accountant, or
public accountant, as defined in the statutes, who receives an engage-
- ment for services by referral from another such accountant shall not ac-
cept the client’s request to extend his services beyond the specific en-
gagement without first notifying the referring accountant, nor shall he
seek to obtain any additional engagetnent from the client.

{2) Interpretations of Accy 1.401, not intended to be all-inclusive, are
as follows:

{a) Relations with clients also served by other certified public ac-
countants and public accountants. The unsolicited sending to clients of
firm literature or invitations to seminars which cover services that are
currently being rendered to the client by another certified public ac-
countant or public accountant is considered a violation of Accy 1.40.

(b} Reliance on work of others. Accy 1.401 makes clear that it is not
improper for a certified public accountant or public accountant expres-
sing his opinion on combined or consolidated financial statements to in-
sist on auditing such components as are necessary in his judgment to
comply with section 543 of Statement on Auditing Standards No. 1. The
auditor’s exercise of judgment in this regard is subject to review. Insis-
tance upon auditing an unreasonably large portion of the financial state-
ments may lead to the conclusion that the auditor’s judginent was a part
of a plan or design to solicit an engagement, which action would be a
violation of Accy 1.401 against encroachment.

History: Cr. Register, June, 1974, No. 222, eff. 7-1-74; cr. {2), Register, Dacember, 1974,
No, 228, off, 1-1-75.

Accy 1.402 Offers of emmployment. History: Cr. Register, June, 1974, No. 222, eff. 7-1-74;
r. Register, July, 1978, No. 271, eff. 9-1-78,

SUBCHAPTER V, OTHER RESPONSIBILITIES AND
PRACTICES :

Accy 1.501 Act discreditable. (1) No person licensed to practice as a
certified public accountant, or public accountant, as defined in the stat-
utes, shall commit an act discreditable to the profession.

(2) Interpretations of Accy 1.601, not intended to be all-inclusive, are
as follows:

(a) Client’s records and accountant’s workpapers. Retention of cli-
ent records after a demand is made for them is an act discreditable to the
profession in violation of Accy 1.501. Tt would be a violation of the code
to retain a client’s records to enforce payment. A certified public ac-
countant’s or public accountant’s working papers are his or her property
and need not be surrendered to the client. However, in some instances
working papers will contain data which should properly be reflected in
the client’s books and records but which for convenience have not been
duplicated therein, with the result that the client’s records are incom-
plete. In such instances, the portion of the working papers containing
such data constitutes part of the client’s records, and copies should be
made available to the client upon request. If a certified public account-
ant or public accountant is engaged to perform certain work for a client
and the engagement is terminated prior to the completion of such work,
the certified public accountant or public accountant is required to return
or furnish copies of only those records originally given to the certified
public accountant or public accountant by the client, Examples of work-
ing papers that are consldered to be the client’s records would include:

Register, July, 1978, No. 271
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1, Worksheets in lieu of books of original entry (e.g., listings and dis-
tributions of cash receipts or cash dishursements on columnar working
paper).

2. Worksheets in lieu of general ledger or subsidiary ledgers, such as
accounts receivable, job cost and equipment ledgers, or similar deprecia-
tion records. :

3. All adjusting and closing journal entries and supporting details. (If
the supporting details are not fully set forth in the explanation of the
journal entry, but are contained in analyses of accounts in the account-
ant’s working papers, then copies of such analyses must be furnished to
the client.) '

4. Consolidating or combining journal entries and worksheets and
supporting detail used in arriving at final figures incorporated in an end
product such as financial statements or tax returns.

(am) Any working papers developed by the certified public account-
ant or public accountant incident to the performance of an engagement
which do not result in changes to the client’s records or are not in them-
selves part of the records ordinarily maintained by such clients are con-
sidered to be solely “accountant’s working papers” and are not the prop-
erty of the client, for example:

The certified public accountant or public accountant may make ex-
tensive analyses of inventory or other accounts as part of his selective
audit proce(i,ures. Even if such analyses have heen prepared by client
personnel at the request of the certified public accountant or public ac-
countant, they nevertheless are considered to be part of the accountant’s
working papers. Only to the extent such analyses result in changes to the
client’s records would the certified public accountant or public account- -
ant be required to furnish the details from his working papers in support
of the journal entries recording such changes, unless the journal entries
themselves contain all hecessary details.

(an) Once the certified public accountant or public accountant has
returned the client’s records or furnished the copies of such records
and/or necessary supporting data, the obligation has been discharged in
this regard and it is not necessary to comply with any subsequent re- .
quests to again furnish such records.

{ao) If the certified public accountant or public accountant has re-
tained copies of a client’s records already in possession of the client, the
certified public accountant or public accountant is not required to re-
turn such copies to the client.

{(b) Conviction of a erime. Conviction of a erime is an act discreditable
to the profession in violation of Accy 1.501.

1. On conviction of a felony, the board will initiate charges in every
instance. :

2, On conviction for willful failure to file an income tax return or other
document which, the certified public accountant or public accountant as
an’ individual is required by law to file, for filing a false or fraudulent
income tax return or other document on his or her or a client’s behalf, or
for willful aiding in the preparation and/or presentation of a false or
fraudulent income tax return of a client, or the willful making of a false
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representation in connection with the determination, collection or re-
fund of any tax, whether it be in his or her own behalf or in behalf of a
client, the board will initiate charges in every instance.

3. On conviction of a misdemeanor the board will review the circum-
stances and the nature of the act resulting in the conviction. Each such
situation will be considered by the board as an informal complaint. The
minutes of the board meeting will reflect the fact of review and the re-
sulting disposition of the informal complaint, Such convictions that are
professionally related and related to good moral character (see chapter
Accy 6) can be the basis for bringing formal charges and subsequent
board action.

{c) Receiving fees for services not performed. The deliberate receipt
and retention of a fee from a client for services not performed when the
client has been given reason to believe that there should be performance,
or the withholding of services and receiving a retainer or fee when the
services agreed upon have knowingly been withheld, are acts discredita-
ble to the profession. (The amount or rate of charge for services is a
contractual matter between the certified public aceountant or public ac-
countant and the client, and except as related to the provision, the hoard
does not have authority to set or regulate fees or for taking jurisdiction
in such matters. The term “services not performed” means situations in
which the actual work for which payment is received is not done.)

Hiatory: Cr. Registor June, 1974, No. 222, eff. 7-1-74; cr. (2), Register, February, 1976, No.
242, off. 4-1-78.

Accy 1.502 Advertising or other forms of solicitation. (1) No per-
son licensed to practice as a certified public accountant, or public ac-
countant, as defined in the statutes, shall seek to obtain clients by adver-
tising or other forms of solicitation in a manner that is false, fraudulent,
misleading or deceptive. The direct uninvited solicitation of a specific
potential client is prohibited.

(2) Interpretations of Acey 1.502, not intended to be all-inclusive, are
as follows:

(a) Informational advertising. Advertising that is informative and
objective is permitted. Such advertising should be in good taste and be
professionally dignified. Other than this, there are no restrictions on the
type of advertising or media, frequency of placement, size, art work or
type style. Some examples of informative and objective content are:

1. Information about the certified public accountant or public ac-
countant and the certified public accountant’s or public accountant’s
firm such as:

a. Name, addresses, telephone numbers, number of partners, share-
holders or employees, office hours, foreign language competence and
date the firm was established.

b. Services offered and fees for such services, including hourly rates
and fixed fees.

¢. Educational and professional attainments, including date and place
of certifications, schools attended, dates of graduation, degrees received .

and membership in professional associations.
Register, July, 1978, No, 271
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2. Statements of policy or position made by a certified public account-
ant or public accountant or a certified public accountant’s or public ac-
countant’s firm related to the practice of public accounting or addressed
to a subject of public interest.

(b) False, fraudulent, misleading or deceptive acts, Advertising or
other forms of solicitation that are false, fraudulent, misleading or de-
ceptive are hot in the public mterest and are prohlb:ted Such activities
include those that:

]1 Create false, fraudulent, or unjustified expectations of favorable re-
sults;

2. Imply the ability to influence any court, tribunal, regulatory agency
or sm:ular body of officials;

3, Consist of atatements that are self-laudatory which are not based on
verifiable facts;

4, Make compansons with other certlﬁed public accountants or public
accountants;

5, Contain any testimonials or endorsements;

6. Contain any other representations that would: be likely to cause a
reasonable person to misunderstand or be deceived.

(c) Other forms of solicitation. Certified public aceountants or public
accountants may engage in a variety of activities to enhance their repu-
tations and professional atature with the objective of expanding their
clientele. Such indirect forms of solicitation, which include giving
speeches, conducting seminars, distributing professional literature and -
writing articles and books, are considered to be in the public interest and
are permitted. A direct uninvited solicitation of a specific potential cii-
ent, in person or in 8 communication tailored in content to that specific
recipient, by a certified public accountant or public accountant relating
to his professional service, is prohibited. However, invitations that are
not tailored in content to the specific recipient can be issued to potential
clients to invite them to attend seminars conducted by the certified pub-
lic accountant or the public accountant,

(d) Self-designation as expert or specialist. Claiming to be an expert
or specialist is prohibited because adequate methods for recognizing
competence in specialized fields has not been developed and self-desig-
nations would be likely to cause misunderstanding or deception. A certi-
fied public accountant or public accountant or a certified public account-
ant’s or public accountant’s firm may indicate the services offered but
may not state that the practice is limited to one or more types of service.

Hlstory: Cr. Register, June, 1874, No. 222, eff. 7-1-74; or. (2), Register, December, 1974,
No. 228, eff, 1-1-75. r. and recr. (2} (a), (g} (j) and (n), Register February, 1976, No. 242, eff,
4-1-76; r. and recr. Register, July, 1978, No. 271, eff, 9-1-78,

Accey 1.503 Commissions. (1) No person licensed to practice as a cer-
tified public accountant, or public accountant, as defined in the statutes,
shall pay a commission to obtain a client, nor shall he accept a commis-
sion for 4 referral to a client of products or services of others. This rule

“shall not prohibit payments for the purchase of an accounting practice
or retirement payments to individuals formerly engaged in the practice
of public accounting or payments to their heirs or estates.
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(2) Interpretations of Accy 1.503, not intended to be all-inclusive, are
as follows:

- (a) Fees in payment for services, Accy 1.503, which prohibits payment
of a commission to obtain a client, was adopted to avoid a client’s having
to pay fees for which he did not receive commensurate services. How-
ever, payment of fees to a referring certified public accountant or public
accountant for professional services to the successor firm or to the client
in connection with the engagement is not prohibited.

History: Cr, Register, June, 1974. Neo. 222, eff. 7-1-74: er, (2}, Register, December, 1874,
No. 228, off. 1-1-75.

Accy 1.504 Incompatible occupations. (1) A person who is engaged
in practice as a certified public accountant, or public accountant, as de-
fined in the statutes, shall not concurrently engage in any business or
occupation which would create a conflict of interest rendering profes-
sional services.

History: Cr. Register, Juune, 1974, No, 222, eff, 7-1-74; cr, (2), Register, February, 1976, No.
242, eff, 4-1-78; 1. and recr. Register, July, 1978, No. 271, eff. 2-1-78.

Accy 1,505 Form of practice and name, (1) No person or firm li-
censed to practice as a certified public accountant, or public accountant,
as defined in the statutes, may practice, whether as an owner or emplove,
in a form other than a proprietorship, a partnership, or a service corpo-
éation, whose characteristics conform to those defined in Wisconsin

tatutes,

(a) No person licensed to practice as a certified public accountant or
public accountant, as defined in the statutes, shall practice under a firm
name which includes a fictitious name, indicates specialization or is mis-
leading as to the type of organization (proprietorship, partnership or
corporation) . However, names of one or more past partners or share-
holders may be included in the firm name of a successor partnership or
corporation, provided that such persons were licensed or eligible to be
licensed in accordance with requirements for all partners or sharehold-
ers of the successor partnership or corporation. Also a partner surviving
the death or withdrawal of all other pariners may continue to practice
urtlder the partnership name for up to 2 years after becoming a sole prac-
titioner,

(b} Al chénges in status of ownership or in firm names shall be re-
ported in writing to the board within 60 days after the event.

(¢) A firm may not designate itself as “Certified Public Accoimtants”
uniess all of its partners or shareholders are certified public accountants.

(2) No person who is engaged to practice as a certified public account-
ant or public accountant, as defined in the statutes, shall practice using a
name or designation that is misleading as to the number of responsible
individuals with an equity in the firm. A sole proprietor therefore cannot
use a name implying multiple ownership such as “& Co.” or “& Com-
pany” or “ & Associates,” and a partnership cannot use the name of an
individual so that multiple ownership is not disclosed.

(3) Interpretations of Accy 1.505, not intended to be all-inclusive, are -
as follows:
Register, July, 1978, No, 271
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(a) Investment in commercial accounting corporation. A member in
the practice of public accounting may have a financial interest in a com-
mercial corporation which performs for the public services of a type per-
formed by certified public accountants or public accountants and whose
characteristics do not conform to resolutions of council of the American

“institute of certified public accountants, provided such interest is not
material to the corporations’ net worth, and the certified public account-
ant’s or public accountant's interest in and relation to the corporation is
solely that of an investor.

History: Cr. Register, June, 1974, No. 222, off. 7-1-74; cr. (2), Register, Decomber, 1974,

No, 228, off, 1-1-76. r. and recr. (1) {a), renum. (2} to be (3) and cr. {2}, Repister February,
1976, No. 242, off, 4-1-76.

Accy 1.506 Practice while suspended. No person who is licensed to
practice as a certified public accountant, or public accountant, as defined
in the statutes, who has been suspended, shall practice as a certified
public accountant or publlc accountant during the permd of such sus-
pension,

History: Cr. Register, June, 1974, No. 222, eff, 7-1-74.

Accy 1.507 Communications. A certified public accountant or public
accounttant shall, when requested, respond to communications from the
board within 30 days of the mailing of such commumcatlons by regis-
tered or certified mail. .

History: Cr. Register, July, 1978, No. 271, eff. 9-1-78.
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