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is geographically and otherwise far-removed, I
have the sympathetic interest and cordial goodwill
of the Institute which has done so much to enhance
the public standing of our profession.”

Year-book of th e In stitu te

The year-book of the Institute was mailed
by the printers in Indiana on December 14th.

Any member or associate who has not yet
received a copy should write immediately
to the offices of the Institute. Additional
copies may be obtained at a price of $1.65
each, postpaid.
An error occurred in the year-book in
listing the names of the members of the
board of examiners. Among the members
of the board for one year, the name of
C. O. Wellington, 110 State street, Boston,
Massachusetts, should appear in place of
that of Waldron H. Rand.

Tax R ecom m endations of th e Cham ber
of C om m erce of th e U nited States

After months of investigation and re
search, the committee on taxation of the
chamber of commerce of the United States
has published its official report. A sub
committee on administration, headed by
Edward E. Gore, former president of the
American Institute of Accountants, has
stated its conclusions which are included in
the report. The committee has expressed
its desire that amendments be made to the
revenue law, concerning administration,
which are of importance to the mem
bers of the Institute. The committee of
the national chamber has expressed itself
as favorable to all changes which the In
stitute has heretofore favored, with the
apparent exception of the extension of the
jurisdiction of the board of tax appeals to
cover claims for refund and other claims.
This exception however is only apparent,
as the chamber is anxious to reach the same
result through the appointment of a special
commission to pass upon and settle these
claims. The chamber is of the opinion that
the board of ta;x appeals will not be increased
in number sufficiently to permit it to func
tion with reasonable promptness with re
spect to claims for refund, in addition to the
large number of appeals which the board is
now called upon to entertain.
The recommendations of the committee
are here quoted, but lack of space necessi
tates the omission of t he explanations given
in the report with regard to each deter
mination.

A L etter of Appreciation
At the annual meeting of the Institute in
September, 1925, a resolution was adopted
expressing the gratification of the members
at the honor indirectly conferred upon the
Institute by the appointment of J. E.
Sterrett, as a member of the Dawes transfer
commission. This resolution was printed
in the reports of the annual meeting ap
pearing in the Bulletin for September, 1925,
and in the year-book of the Institute. In
expressing his appreciation of the adoption
of the resolution, Mr. Sterrett said:
“ Your letter conveying to me the resolution
offered by Mr. Charles Hecht and adopted by the
American Institute of Accountants at its recent
meeting in Washington, has just been received.
“ It was a keen disappointment to me that I was
unable to attend the annual meeting of the Institute.
deeply appreciate the many warm friendships
that I have among the members of the Institute and
the affectionate regard which the members as a
whole have always shown towards me, and it is
therefore with more than ordinary pleasure that I
have learned of the exceedingly kind and much too
complimentary resolutions which were adopted.
It is heartening to know that in the work here, which
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“ Practically all original audits, original assess
ments and final determinations of tax liabilities
should be made in the field.
“ The bureau staff at Washington should be
principally a high-grade review body to pass upon
appeals from decisions made in the field. Deputy
collectors of internal revenue should be placed in the
classified civil service.
“ The Washington staff of the bureau of internal
revenue should be brought together in one suitable
building.
“ The present provisions for withholding taxes
at the source should be repealed, except those
affecting income accruing to aliens.
“ All rulings made within the treasury depart
ment affecting taxpayers should be published and
made available to the taxpayers.
"Duties now imposed upon the commissioner of
internal revenue solely for the purpose of policing
violations of the prohibition laws should be trans
ferred elsewhere, in order that the commissioner’s
attention may be devoted to administration of taxes.
“ There should be definite grant by statute to the
taxpayer of the right to file tentative returns on the
present due date, with the right to file final returns
within three months thereafter.
“ There should be a commission composed of mem
bers of both houses of congress, as well as of members
representing the public, to make a thorough study
of federal taxes, simplification of the law for income
tax, and improvement in administration.”

“ The board should be placed at once upon a basis
of permanent organization, but should remain as an
independent agency in the executive branch and
should not be developed into a court.
“The jurisdiction of the board should be specif
ically set forth in the law and it should not be less
extensive than it is at present.
“ The membership of the board should be not less
than sixteen.
“ Tenure of office of the members of the board
should be made secure and permanent, terminable
only for inefficiency, neglect of duty or malfeasance
in office, but for no other reason.
“ The salaries of the members of the board should
be made adequate to secure and retain the services
of men of the first class.
“ Adequate provision should be made for such
legal and clerical staff of the board and for such
necessary administrative expenses as the proper
execution of the board’s duties may require.
“ The board should continue to hold hearings at
convenient points throughout the country.
“An appeal from a decision of the board should
lie directly to the circuit court of appeals.
“ The rule of the board of tax appeals should be
changed to place the burden of proof on the com
missioner of internal revenue before the board.
“ After a decision has been rendered by the board,
the commissioner of internal revenue should be
required in each case to give notice within sixty
days as to his acquiescence or non-acquiescence in
the decision.
“ The commissioner should be required to prose
cute diligently all appeals by him taken.
“ The commissioner should be required to respect
as controlling precedents the decisions of the board
of tax appeals, as well as of any of the courts of the
United States, from which an appeal has not been
taken, and such decisions should control the bureau
of internal revenue in all cases where like issues
exist.
“ Income-tax returns should not be open to public
inspection and the amount of taxes paid by any
taxpayer should not be published.
"Throughout the bureau of internal revenue such
conditions of merit, salary and permanency in tenure
for competent men should be established as will
secure an efficient and adequate organization and
tend to reduce turnover of responsible employees.
“ Because of the large number of intricate and
important tax cases covering many years that are
still unclosed in the bureau, provisions should be
made for the creation of a special commission with
full power to adjust and settle finally all tax cases
which had accumulated prior to June 2, 1924.
“ Authority to impose arbitrary assessments
designed to extend the limitation period fixed by
law should be denied to the commissioner, who
should be required to complete all audits of incometax returns within the period of limitation, failing
in which the return of the taxpayer, in the absence
of fraud, should be taken as final.
“In the absence of fraud no additional assessment
should be made upon incomes after three years from
date of filing of the original returns.
“ Congress should direct the commissioner of
internal revenue to decentralize administration as
rapidly and as far as possible and to report to congress
not later than January first of each year upon the
progress which has been made.

At a meeting on December 9, 1925, the
committee took up the subject of state
taxation, and appointed a sub-committee
on inter-relationships, which is to study
matters concerning inter-state transactions
such as inheritance taxes, corporation taxes
and income taxes of foreign corporations.
The personnel of this sub-committee is as
follows: E. E. Gore, chairman; James R.
MacColl, Howell Cheney and Howard
Heinz.

Robert Morris Associates
Committee on Cooperation with
Accountants
Harvey E. Whitney, chairman of the
committee on cooperation with public
accountants of the Robert Morris Asso
ciates, has prepared the following article
for publication in the bulletin of the Robert
Morris Associates. The article is here
reprinted by permission.
W h a t P r i c e A u d it s ?

We are about to enter into that period of a new
year in which the statements indicating the financial
position of borrowers after another year’s operations
will come before us for review. In a great number of
instances those statements will have been prepared
by certified public accountants, appear on their
stationery as a result of an examination of one kind

2

Bulletin of American Institute of Accountants
certification. The accountant actually certifies
but follows the certification by a qualification that
excludes him from any criticism of incompleteness of
real examination and makes the exhibit worthless as
against possible fraud on the part of the borrower.
The banker is not so much interested in the fact that
the statement is a correct transcript from and con
densation of the books of record as he is in knowing
whether or not the condition shown by the statement
is a real condition. To him, the ultimate consumer
of the accountant’s work, the important fact that
should be stated first, is the extent and type of exami
nation which the accountant has made. With this
emphasized he is put in the position of knowing the
necessary allowances he must make for variations
from actual facts that may be lodged in the exhibit.
While not as politely or adroitly phrased as the fore
going certificate, in fact rather severe in its terms, the
following certificate is a better statement of facts:

or another, and have a paragraph or two being, pur
porting to be or only mildly seeming to be a certifica
tion of the statement exhibit. All of which throws
into high light the necessity of determining just what
is being certified to and what real value lies behind
the accountant’s signature. Failure to discover
weakness in position and report it as a direct memo
randum or through qualification of the certificate
affects the cost of audits to the banker.
T h e accountant's client employs him generally for
one of two purposes—possibly both. Either he
wants his method of keeping records improved and
data for his own benefit and guidance, or he wants to
use the accountant's report for the purpose of secur
ing credit. It is in this latter contingency that we
are particularly interested. From the standpoint of
some borrowers the better the exhibit and the lower
the cost of securing a report that will get by, the
better pleased he is. The banker wants a report that
shows the facts as they are, not as they may appear
to be upon a superficial examination and the placid
acceptance of much verbal information. The ac
countant should insist that his report is one of clearly
stated facts, be these what they may—and they may
be many different things.
For example, the balance-sheet audit as defined by
some accountants may be a very general checking
over, not checking up, of the books of record and the
preparation therefrom of a list of assets and liabilities
that are in perfect accord with the books of record.
These same books may be filled with falsifications
concealed sufficiently to avoid discovery in a super
ficial examination. The resultant balance-sheet
even when "as shown by the books” may be of no
value whatsoever as a basis for credit, in fact of less
than no value. It may even become a positive
menace because of its misleading appearance. Still,
if it is only such a balance-sheet audit, this is a fact
that the certificate should certify to in no equivocal
manner. It would seem that an accountant’s report,
when of this kind, might well make a definite state
ment at the beginning of the certificate rather than to
qualify an apparent certification by the introduction
of this phrase “ as shown by the books” in a more or
less hidden or obscure part of the certificate.
Probably the accountants are justified in insisting
that the banks should read, more carefully than has
been their wont, the certificate or the comments or
whatever it may be that appears above the ac
countant's signature. Nevertheless I believe they
are stultifying themselves and their profession when
they lend themselves to the publication of a state
ment, though carefully hedged about with comments
which the casual and credulous reader, having faith
in the underlying principles of public accountancy
as standing for something other than dollars and
cents, accepts as a certified statement, because it is
signed by a firm in whose integrity and ability he has
confidence.

“ We have examined the books of record of----- as
of----- and prepared the above balance-sheet from
them. The scope of the examination does not
make it possible to certify to the absence of fraud
but if no such fraud exists, and our limited exami
nation did not disclose any, then in our opinion,
the condition is as above shown.”
With such a certificate any interested creditor would
know that his protection against fraud does not lie in
the statement and examination before him and that
he would have to rely on other knowledge, informa
tion or belief for such protection.
Accountants say, and quite properly too, that
there are varying degrees of audit, working down
from the complete general audit to mere investiga
tions. Instead of relieving them of responsibility,
this would seem to place them under a most emphatic
and direct responsibility. They share with their
client in the knowledge that the results of their
examination are to be used, in most instances, as a
basis for credit. They may be restricted in the
extent of their examination but it does not seem to
be asking too much that certified public account
ants specify in their certificates just exactly the
type of examination which the report represents.
Indeed the long list of faulty auditors’ certificates
collected by our committee suggests one thing very
clearly. There is no real accord as yet among
accountants themselves as to just what sort of
certificate should accompany the varying types of
reports. It should be possible for them to classify
the character of their various examinations, audits
or whatever they want to call them and then insert
at the very beginning of their certificate a phrase
labeling the report what it is.
This is the responsibility of the accountant which
we know is right now being recognized by certain
individual accounting firms and furthermore, our
committee having presented this view to the com
mittee of the American Institute of Accountants,
the latter have now in preparation a report upon this
subject. When types of examination or what not
are labeled, then certificates can be drawn that will
make known first the type and then the exceptions
from the condition as discovered based on such type.
Some day, maybe, some accounting firm will come
forward with an announcement that when their
signature appears on a statement it will not be
necessary to read the certificate or the comments,

The following certificate is a case in point:
” We hereby certify that the above statement
correctly sets forth the facts as to the financial
position of----- on----- as they are shown in the
books of account of the said company at that
date.”
Up to the point where the name and date are to be
inserted, the preceding certificate has all the ear
marks of an unqualified and complete audit and
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et al., looking for the joker—that they accept assign
ments only when permitted to make a complete
audit. In the meantime, and it will doubtless be a
long meantime, the banks should keep distinctly
in mind that this is not a one-sided affair and as long
as we do not insist upon our clients’ submitting to a
real audit, which incidentally is as beneficial to the
client as to any one else, we are, so to speak, com
pounding a felony.
The work of our committee can be materially
assisted if each member will take to himself the
responsibility of reading the certificates to state
ments this year and wherever possible ascertaining
definitely the accountant’s own rating as to the
type of examination upon which the report was
based. It would be a good plan to ask borrowers
to have the accountant prepare a memorandum
classifying the report so that the banker could have
this classification as supporting data with the audit.
It is of prime importance that any faulty audit,
certificate, comments, etc., be reported to our com
mittee so that it may be discussed impersonally
with the committee of the American Institute of
Accountants which is cooperating so splendidly
with our committee. The greater our amount of
data the quicker this question of raising the audit to
the position it should hold can be attained.

slender and unreliable evidence and that they must
unavoidably be coloured by the infinitely variable
personal factor of the referee. On this head, there
fore, it seems that American practice has reached a
point in advance of ours.
In regard, however, to the law and practice of
bankruptcy it is refreshing to find that admiring
glances reach us from across the Atlantic, for we are
told that “ the administration of bankrupt estates in
Great Britain has been exceptionally efficient and
satisfactory,” and the British habit of keeping
estates out of the bankruptcy court and appointing
accountants to act as trustees under deeds is com
mended. Complaint is made that winding-up costs
in America are too high, and that too little regard is
paid to the conservation of assets. It appears that
the type of bankruptcy to which the recent British
committee drew attention, namely, that of disposing
of goods otherwise than in the usual course of busi
ness, is even more rampant than in this country, and
the employment of accountants by circuit judges for
the purpose of supervising bankruptcies is advocated.
In regard to corporations note is made that the
provisions of the English companies acts as to audit
are not found in American law and the committee
remarks that it is strange that a practice which is so
obviously desirable and which has been in effect in
England for a generation or more, should not be re
quired by law in the United States. It is not sur
prising to find, however, that the committee notes,
with apparent astonishment, that qualification is not
demanded of an English auditor.
This report should be read in this country as an
example of American thoroughness in tackling large
problems, and we trust that the efforts of the Ameri
can Institute will meet with wide support in the
United States. In these international days efforts
made in one country react in another, and the ac
tivities of our American confreres contribute dis
tinctly to the solidarity of the profession.

English Publication Discusses
American Credit Frauds
The following article is quoted from The
Accountant, London, of November 14, 1925.
Credit F rauds in A merica

The recent unanimous report of the bankruptcy
committee of the board of trade, which is now pre
sumably under the consideration of the government
with a view to early legislative action, and the com
ing cognate report on the companies acts lend point
in this country to a pamphlet recently issued by the
American Institute of Accountants on credit frauds.
This document (called in American phrase a “ letterbulletin”) is endorsed by the United States treasury
and constitutes the report of the public affairs
committee of the American Institute which has
been considering commercial-crime prevention.
There is a distinct movement of opinion in the United
States towards the infusion of better moral stand
ards into public and business affairs, and this
report aims at bringing before the public really
practical directions for the improvement of means
of preventing credit frauds. The committee rightly
says that the technical ability of accountants lays
upon them a special duty, and stress is accordingly
laid on the part which the profession can play in the
matter.
From the British point of view it is interesting to
observe that credit in America is commonly based
on the submission of statements of affairs, and a
large part of the report is concerned with the need
for obtaining adequate verification of these docu
ments. The British reader is led to reflect that in
this country the giving of credit is, in the over
whelming majority of instances, not based on any
statement of accounts at all. It is a significant
fact that the British trader usually relies, in giving
credit, on vague and unstandardised reports by
bankers or unknown third parties; he seldom
realises that such reports are necessarily based on

Calendar Year versus Fiscal Year
The bureau of business research of the
University of Illinois is making an effort to
collect statistics which will prove of help
in solving the problem of the calendar year
versus the fiscal year. A letter has been
sent to five hundred accountants with a re
quest that they fill out the enclosed ques
tionnaire giving information regarding the
logical date for closing the fiscal year in
industries with which the accountant is
familiar. The letter follows:
225 Commerce Building,
Urbana, Illinois,
December 18, 1925.
To the Accountants Addressed.
Re: The Natural Business Year.
G entlemen :

Because we desire to reach a large number of ac
countants before their busiest season is in full swing,
we are unable to make use of a personal letter as we
would have preferred to do.
But we hope that you will recognize in the question
under investigation a matter which may be of some
interest to the accounting profession, and that you
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Second session, Tuesday, 2 p . m.
General topic: Research in accounting.
This session was organized by John R. Wildman,
formerly of New York University. The follow
ing papers were presented:
Research activities and results—
(1) At the University of Illinois, by Professor
A. C. Littleton
(2) At the Ohio State University, by Professor
Spurgeon Bell
(3) At Northwestern University, by Professor
David Himmelblau
(4) At New York University, by Professor
C. L. Amidon.
A suggested basis for and outline of a research
programme in accounting, by J. R. Wildman,
chairman of the research committee of the
Association.

will be willing, therefore, to give us the benefit of
your observations.
In the Bureau of Business Research, we are under
taking to learn what is the natural business year of
various industries and lines of business—that is, the
most convenient date for closing a fiscal period, hav
ing due regard to the size of inventory and seasonal
sla cking of activities.
There exists a general impression that December
31st in very many cases is a purely arbitrary date and
that it might be a good thing for all concerned if the
usual year end rush of accounting work were better
distributed.
We would, therefore, appreciate having you check
over the enclosed list and indicate the most logical
date for closing the fiscal year in such industries as
you may be acquainted with.
Yours very truly,
A. C. Littleton,

Third session, Tuesday, 6:30 p. M.
Annual banquet at the Hotel McAlpin.

Assistant Director.

The questions to which answers are re
Fourth session, Wednesday, 9:30 A. M.
quested are: (1) What proportion of your
work is definitely tied up with the fiscal General topic: Relations with other professional
accounting societies and with trade associations.
year of clients as distinguished from investi
This session was organized by Dean John T.
gations and the like which may be done at
Madden of New York University. Papers
any time? (2) Write in the month whose
were presented by the following persons, repre
senting respectively the organizations indicated:
last day is the most logical date for closing
William H. West, president, American Institute of
the fiscal year in such industries as you may
Accountants, New York,
be acquainted with in the list below. (A
G. A. Ware, assistant secretary, News Print Serv
classified list of industries follows.)
ice Bureau, New York,
A.
C. Littleton, assistant director, has Grafton Whiting, cost accountant, Paperboard
Industries Association, Chicago,
suggested that accountants who have not
Stuart C. McLeod, secretary, National Asso
received this letter write or telegraph him
ciation of Cost Accountants,
regarding their experience with this ques
F. F. Tische, American Awning and Tent Asso
ciation, Boston,
tion. The information received will be
Wilbur L. Harrison, secretary, American Society
published later as a bulletin of the bureau
of Certified Public Accountants, Washington,
of business research of the University of
Henry Beierle, director of Cost and Accounting
Illinois.
Bureau, New York Employing Printers Asso
ciation, Inc.

Meeting of American Association of
University Instructors in Accounting
The tenth annual meeting of the Ameri
can Association of University Instructors in
Accounting was held at the Hotel McAlpin,
New York, December 29 and 30, 1925.
The programme presented was as follows:

Fifth session, Wednesday, 1:30 p. m.
General topic: Trends in accounting education.
This session was organized by Professor David
Himmelblau of Northwestern University. The
programme was as follows:
Early development of accounting education, by
John R. Wildman
The Harvard case system, by Professor J. Hugh
Jackson, Harvard graduate school of business
administration
Round-table discussion of the present trend of
accounting education at the various institutions
represented at the meeting, with particular ref
erence to
(a) Recent changes in accounting courses
given,
(b) Possibilities of the case method in teach
ing accounting,
(c) Possibilities for an accounting degree as
distinct from a commerce degree,
(d) Possibilities of a professional school of
accounting similar to the recent development in the law schools.

First session, Tuesday, 9:30 a . m.
General topic: Some moot points of accounting
theory.
This session was organized by Professor H. T.
Scovill of the University of Illinois. The fol
lowing papers were presented:
Some observations on the application of manu
facturing expenses to production, by Professor
George E. Bennett, Syracuse University.
Purchases discount, by Professor William S.
Krebs, Washington University.
Conservatism in inventory valuations, by Pro
fessor D. R. Scott, University of Missouri.
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Business meeting. Reports of officers and com
mittees. Election of officers.

The committee has also had under consideration
the feasibility of giving additional training in
accounting and auditing technique to those students
who are primarily interested in the professional
aspects of accounting and who intend to take up
accounting as a career. The committee accordingly
suggested to the committee on education of the
American Institute of Accountants that some
method of cooperation might possibly be worked
out whereby our present courses in accounting and
auditing might be supplemented by a practical
course in the fundamentals of auditing and account
ing procedure. No definite conclusion has been
reached regarding the feasibility of this work, the
matter still being under consideration by the two
committees.
As a sign of the eagerness of the American Insti
tute of Accountants to be of service to accounting
instructors throughout the United States your com
mittee quotes from a letter recently written by the
secretary of the Institute to the chairman of the
committee. The letter is as follows:
“I think it might be of interest to you as chair
man of the University Instructors’ committee on
cooperation with the American Institute of Ac
countants to have a statement from the Institute
relative to the Institute’s position in regard to
the facilities which are offered through the library
and bureau of information.
“ As you are aware, the Institute has a library
which is at least the equal of any other accounting
library in this country. It is in charge of a most
competent librarian, under the direction of a
committee consisting of many eminent members
of the profession.
“ It is the feeling of the Institute that univer
sities and other institutions of learning should be
given every facility possible in the carrying
forward of their educational work. I am confident
that the Institute would be glad to have uni
versity instructors feel quite free to call on the
library either in person or by mail and I think it
might be interesting for you to bring this matter
to the attention of your committee.”
Because of the meeting of the association in New
York this year it may be proper for your committee,
in conclusion, to recall to you that of the four known
copies of Pacioli’s original Treatise on Double-entry
Bookkeeping two copies are in the library of the
American Institute of Accountants. Your com
mittee believes that many of the members of the
association will find it very interesting to see these
precious volumes; the Institute librarian, we are
sure, will be glad to show them.
Respectfully submitted,

Probably the two most important deci
sions made were to carry on an extensive
series of research studies and investiga
tions and to publish a quarterly magazine.
Professor Edward J. Filbey of the Uni
versity of Illinois was elected president of
the association for the year 1926, and Pro
fessor G. W. Eckelberry of Ohio State
University, secretary-treasurer.
During the business meeting, Professor
J. Hugh Jackson, chairman of the com
mittee on cooperation with the American
Institute of Accountants, presented the
report of his committee, which is as follows:
R eport of the Committee on Cooperation with
the A merican I nstitute of A ccountants

The committee on cooperation with the American
Institute of Accountants is glad to report a fine
spirit of friendship and cooperation between the
American Association of University Instructors in
Accounting and the American Institute of Account
ants. Immediately after the appointment of the
present committee the chairman communicated
with the secretary of the American Institute of
Accountants and received from him the suggestion
and request that this committee find it convenient
to send “ current information about the accomplish
ments and purposes of the instructors’ organiza
tion” so that it might be published in the current
issues of the American Institute Bulletin.
After consultation with President Kester, your
committee sent a form letter, under date of April
15th, to all members of the association, setting
forth the aims of the committee for the current year
and asking members to forward to the chairman of
the committee news items of interest concerning
themselves, their school, or their accounting courses.
The committee regrets to report that practically no
interest was shown in this matter, and insufficient
material was obtained to make any news of im
portance prior to the July issue of the American
Institute Bulletin. Two pages of news items re
garding various members of the association appeared
in this Bulletin. The chairman of your committee
arranged through the secretary of the American
Institute for copies of this Bulletin to be sent gratis
to all members of our association. Insufficient items
of news were received to make it feasible to publish
additional news notes regarding the association.
Under date of April 10, 1925, the bureau of public
affairs of the American Institute of Accountants
issued its letter-bulletin No. 3 on credit frauds.
This was an exceedingly interesting document of 30
pages, containing the results of a large amount of
research on the part of the committee and opinions
on credit frauds worthy of the most serious con
sideration of all interested in accountancy and
allied subjects. Your committee, with the ap
proval of your president, arranged to have this
letter-bulletin sent to all members of our association.
The letter-bulletins were mailed from the American
Institute of Accountants’ headquarters, our asso
ciation paying the postage.

J. H ugh J ackson, Chairman,
H. A. F inney ,
W alter J. G oggin,
Ross C. W alker.

Third Annual Dinner of the EnglishSpeaking Accountants in Paris
The third annual dinner of the Englishspeaking accountants and their staffs in
Paris, was held on Friday, December 11,
1925, at the Hotel Lutetia, Paris. A de
parture was made from the precedent of
previous years in that the dinner was
6
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followed by a smoking concert instead of
speeches from prominent guests. The chair
was taken by J. Balfour Horne, and about
70 men sat down to dinner. A vote of
thanks to the chairman for presiding was
proposed by Edmund Heisch, who referred
to his early associations with Mr. Horne
several years before the war and to the
esteem in which Mr. Horne was held by
the accountancy profession in Paris. Mr.
Horne in his reply expressed the thanks of
the members to the sub-committee who had
made arrangements for the dinner and con
cert, (R. Pollock Barr, Col. T. Crowther, F.
Carloss Griffiths and O. Fawcett.) An ex
cellent programme then, followed in which
the following members of the accountancy
profession took part: Messrs. Baylis, Caravas, Norman, Salter, Wheatcroft and
Wright.

Washington to discuss the subject of gov
ernment encroachment on industry, and to
ascertain which industries were suffering
most severely from the competition of
federal, state, county and municipal gov
ernments in manufacturing and commercial
activities. This gathering made plans for
a general mass meeting of about three hun
dred trade associations, which was held
December 10th, at Washington, D. C.
Each association presented a brief state
ment of the extent of government en
croachment on its own particular industry,
and plans for remedying the situation were
discussed.

Police Commissioner of New York
a Certified Public Accountant
George V. McLaughlin, who was re
cently appointed police commissioner of the
city of New York, holds a certified public
accountant certificate of New York. Be
fore his appointment as police commissioner
Mr. McLaughlin was state superintendent
of banks. He is a member of the New
York State Society of Certified Public
Accountants.

Federal Institute of Accountants of
Australia
A special meeting of the Federal Institute
of Accountants of Australia was held in
Melbourne, October 12, for the purpose of
confirming resolutions altering the articles
of association. Many of the changes are
unimportant and have no effect upon the
general policies of the organization. The
following changes, however, affect the
rights and status of members and prospec
tive members: (1) Article I was altered so
that women are now eligible for admission
to membership on the same conditions as
men; (2 ) The age for admission as associate
was raised from twenty-one to twenty-three
years; (3) the position of successful exam
inees has been changed by the addition
of the following words to article 8 :

National Distribution Conference
On December 16, 1925, the National
Distribution Conference met at Washington
to consider the problems of distribution,
including methods of reducing wastes in
distribution, attaining higher efficiency and
bringing about better understanding be
tween the various agents in distribution.
The American Institute of Accountants was
represented at this meeting of the confer
ence by George Rea. Some of the most
important topics which were discussed were:
collection of business figures and statistics;
codes of business ethics; arbitration; econ
omy in advertising; repression of dishonest
business failures; education of the public as
to distribution; lack of uniformity in state
laws and court decisions. The resolutions
which were adopted have been mimeo
graphed and distributed. Six committees
had been appointed to study various phases
of the distribution problem. These com
mittees presented reports which have been
issued in pamphlet form.

“ Every candidate who has passed the examination
for the time being prescribed by the council, and has
passed the age of twenty-one years, shall be enrolled
as a provisional associate until such time as he shall
satisfy the council that he has attained the necessary
practical experience in accountancy, and has attained
the qualifications required in other respects under
article 5, when he shall be entitled to have his name
placed on the register of members, provided that in
no case shall he be placed on the register of members
until he has attained the age of twenty-three years.”

Conference on Government in
Industry
On October 20th representatives of
about twenty trade associations met in
7
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BOARD OF EXAMINERS
Results of the November examinations of
the Institute have been reported to the
state boards of accountancy which co
operated. The names of these states were
published in the December, 1925, Bulletin.
Five hundred and ten candidates for certi
fied public accountant certificates sat for
these examinations in thirty states. Of
this number 73 passed, 133 were conditioned
and 304 failed. Of the 22 applicants for

admission to the Institute who sat for the
examinations 4 passed, 9 were conditioned
and 9 failed.
The next written examinations of the
Institute will be conducted May 13 and 14,
1926. Applicants for admission to the
American Institute should submit applica
tions at least 60 days before the examina
tions take place.

REGIONAL MEETINGS
Atlanta

Afternoon session. Addresses.
Evening session.
7 o’clock,
banquet.
Joel Hunter of Atlanta will be the presiding
officer. The personnel of the committee in
charge is as follows: Walter Mucklow, D. H.
McCullough, J. E. Wilson, William C. Rion,
George M. Clark, F. H. Smith, M. H.
Barnes, R. H. Eaton, Joel Hunter, W. H.
James, J . R. Robison, and J . L. Respess.

The first regional meeting of the south
eastern regional district of the American
Institute of Accountants will be held in
Atlanta, Georgia, April 21 and 22 , 1926.
The southeastern district was recently
formed as a result of a large meeting of
accountants, both members and non
members of the Institute, which took place
in Atlanta, November 26, 1925. The com
mittee has been active in making prepara
tions and according to present indications
the meeting will be well attended. The
following programme has been tentatively
outlined:
April 2 1st—Morning session. Round table.
The 1925 federal tax law.
Afternoon session. The essen
tials of a commercial audit.
April 22nd—Morning session. Some as
pects of a balance-sheet audit.

Cleveland
A regional meeting of the American
Institute of Accountants will be held May
22 , 1926, at Cleveland, Ohio. This region
comprises Indiana, Ohio, West Virginia,
Michigan, and the western sections of
Pennsylvania and New York. The com
mittee on arrangements is already engaged
in making preparations for this meeting.

COMMITTEE ACTIVITIES
effective January 1, 1926, enlarged materi
ally the field of usefulness of public ac
countants. Letter-bulletin 5 gives the new
law in full, describes its possible application
and reviews developments in the field of
commercial arbitration during the past
eighteen months.
Some of the headings in letter-bulletin 5
are: What arbitration needs at the hands of
accountants; Definition of arbitration; Ac
countant’s relation to arbitration; Year’s
developments in arbitration field; Business
world accepts arbitration; Arbitration in
legislative halls; Analysis of new federal law;
Cities in which arbitration has made a start;

Special Committee on Public Affairs
Publication and distribution of letterbulletin 4 on tax simplification were com
pleted in December, and letter-bulletin 5,
on arbitration in its enlarged status, was
prepared and put in type. This latest
letter-bulletin will be released to the mem
bership of the Institute by January 15th,
and to the public immediately thereafter.
Requisition blanks have been sent to
members and associates.
Federal recognition of the principle of
arbitration, through the enactment of the
United States arbitration act which became
8
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Needed improvements in laws; Procedure
in arbitration; Amazing growth of arbitra
tion; Legal profession endorses arbitra
tion.
It is pointed out that arbitration needs
the accountant’s help in the enactment of
comprehensive arbitration laws in the states,
assistance in setting up arbitration tri
bunals, advocacy of the use of arbitration
for the settlement of business disputes, and
service as arbitrator when called upon. All
chambers of commerce and trade bodies are
interested in setting up arbitration tri
bunals and in making them available to
their business communities. The assist
ance of public accountants will be welcomed
by these organizations.
Members and associates of the Institute
in the state of Washington are urging, at
the suggestion of this committee, the enact
ment of a comprehensive arbitration meas
ure in that state. Such a bill is now
before the legislature and its progress is
being watched closely. Members and asso
ciates of the Institute are cooperating with
the directors of the Washington Society of
Certified Public Accountants in this un
dertaking. The measure is one that is
regarded as affecting certified public ac
countants directly. A report of Charles S.
Cowan, president of the Washington society,
is to the effect that the bill is making satis
factory progress and that, if necessary,
arrangements will be made for a visit of a
delegation from the Institute to the capital
in behalf of this measure. Copies of the
new letter-bulletin on arbitration are being
sent for circularization among the members
of the legislature.
An edition of 42,000 copies of letter-bulletin 4 was exhausted in two weeks by the
demands of the membership alone, and the
committee has no more copies on hand.
Because of the imminence of the enactment
of the new federal revenue law—indications
are that it will be passed in March—it was
thought best not to order a second edition.
The committee requests any member or
associate who has copies of this letter-bulle
tin which he does not intend to use to re
turn them promptly to the bureau of public
affairs which has many unfilled requisitions
on file. Copies may be sent “ collect.”
George Armistead, a member of this
committee, wrote a four-column article on
tax simplification, based on letter-bulletin

4, which was published in the Houston PostDispatch, Sunday morning, December 27,
1925. The publication of this article is re
garded as a distinct service to the Institute
and to the profession of accountancy in
the author’s section of the country.
G. B. Eastburn, secretary of the chamber
of commerce of Marshalltown, Iowa, wrote
this committee, “ I believe your efforts
toward the elimination of many of the
complications of making tax returns are
working toward immediate relief for our busi
ness men”. The New Orleans Association
of Commerce and the Baltimore Associa
tion of Commerce are among the organiza
tion of business men which have requested
copies of letter-bulletin 4 for study by their
tax committees.
Among the commercial organizations
which lately have shown an interest in the
letter-bulletins published by this committee
is the Pittsburgh chamber of commerce.
A request has been received from that body
for copies of prior letter-bulletins and a
desire has been expressed to be listed to
receive future publications.
The assistance that is being rendered by
public accountants and by the Institute in
bringing about simplification of the federal
revenue laws and procedure is receiving
recognition from many sources. R. B.
Goodman of Marinette, Wisconsin, presi
dent of the Northern Hardwood Lumber
Manufacturers Association, writing to Ed
ward E. Gore, chairman of the Institute’s
special committee on taxation, concerning
the representations made to the ways and
means committee of congress said, in part:
“ In these days the business man expects
more of an accounting firm than the mere
solution of his accounting problems in
connection with taxation. You know that
the good accountant is looked upon fully
as much as a business counsellor and ad
visor as is a good corporation attorney, and
here certainly is an opportunity for ac
countants generally to render service to
their clients.”
Letter-bulletin 3 on credit frauds is being
used as a text in the department of finance
of the school of business administration of
the University of Pittsburgh in presenting
the subject of credit crime in the course in
mercantile credits.
Forty-seven items of public service per
formed during December have come to the
9

Bulletin of American Institute of Accountants
notice of the committee. These include
31 speeches delivered by members and
associates; 4 articles written, and 12 services
of a public nature. The committee notes
with satisfaction that three additional
members and associates were appointed to
committees of chambers of commerce during
the month, in some cases to chairmanships,

and that another member was named by
the mayor of his city as a member of a
committee on the cost of installing a city
accounting system.
The committee again urges members
and associates to report their public-service
activities on the blanks provided for that
purpose.

STATE BOARDS OF ACCOUNTANCY
Connecticut
The following candidates were successful
in the examinations held by the Connecticut
state board of accountancy in Hartford,
November 10 and 11, 1925: James Rooney,
Maurice Weiner, Edward C. Mendler,
Chauncey M. Butler, Wilbur L. Cranford,
T. B. Patchen, George W. Childs, Benjamin
L. Gandelman, Alton B. Copeland. There
were twenty candidates at the examina
tion.

Illinois
The board which will pass upon applica
tions for registration under the new public
accountant law in Illinois is composed of
the following members: Edward E. Gore,

chairman: John G. Weisbach and James S.
Hopkins, attorney.

New Jersey
The New Jersey state board of account
ancy has announced that the following
candidates have recently been granted
certified public accountant certificates of
New Jersey: Edward A. Benson, Arthur H.
Carter, Edward M. Hyans, Charles S.
Ludlam, George W. Myer, Jr., Charles A.
Nicklas, George Silverstein, Andrew Stew
art, Irving Howard, Frederick J. Smith,
Matt J. Madden, Joseph C. Myer, Samuel
J. Wortzel, Francis C. Reilly, Frederick D.
Kircher, Emanuel Goldstein, Lyle Milton
Prouse, William H. Murray and Charles
Kremer.

NEWS OF LOCAL SOCIETIES
Colorado Society of Certified Public
Accountants
On December 2nd the Colorado Society
of Certified Public Accountants held a regu
lar monthly meeting at the Denver Athletic
club, Denver. H. N. Heacock of the
bureau of internal revenue, in charge of the
administration of federal estate taxes for the
district, delivered an address on federal in
heritance taxes. A. H. Wood, inheritancetax commissioner for the state of Colorado,
spoke on the subject of state inheri
tance taxes. The meeting was well at
tended.

Georgia Society of Certified Public
Accountants
The committee on nominations of the
Georgia Society of Certified Public Ac
countants proposed names for the officers of
the society for the ensuing year and an of
ficial ballot was sent to each member of the
society. The election was held at a meeting
on December 26, 1925, at the Kimball
house, Atlanta, Georgia. The results were
as follows: President, W. H. James; secre
tary, R. J. Sauls; treasurer, O. P. Allen;
trustees, H. T. Amason, M. H. Barnes, Guy
S. Alexander, J. M. McFerrin, W. C. Jack
son, A. H. Eidson, W. M. Cummings.
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Massachusetts Society of Certified
Public Accountants
The regular monthly meeting of the
Massachusetts Society of Certified Public
Accountants was held at the new chamber
of commerce building, Boston, December
28th. Theodore N. Waddell, director of
the division of accounts, department of
corporations and taxation, spoke on munici
pal audits and investigations. Edward H.
Fenton, chief examiner, talked informally
on the field work of the department which
is done under his supervision.
In the Bulletin for November, 1925, there
was published a circular letter to members
of the Massachusetts society from the
special committee on the Massachusetts
corporation excise-tax law. The subject
of this letter was the W. and J. Sloane case,
at that time in court, the decision of which
was expected materially to affect the future
interpretation and administration of the
corporation excise-tax law. When the
supreme court decision on this case was
handed down, the special committee issued
the following circular letter:

There is a possibility that grounds may be found
for carrying an appeal to the United States supreme
court, and if so, such an appeal might conceivably
result in a reversal of the W. & J. Sloane or some
similar decision, in which case only those corpora
tions filing petitions before November 4, 1925,
would be able to recover payments already made for
the years 1920 to 1925. We believe that those
corporations which have authorized members of our
society to initiate proceedings to recover previous
years’ taxes have done so to avoid a double liability
and not to free themselves from any liability for the
years 1920 to 1925. It is therefore the advice of the
committee and its counsel that all further action
looking towards the filing of petitions before Novem
ber 4th be dropped.
A foreign corporation doing in Massachusetts
exclusively an interstate business and which has
paid its tax for 1925 should, within six months of the
date of payment, file a petition for recovery.

At the conclusion of this matter, the
society’s committee on the corporation
excise-tax law turned its attention to im
provement and amendment of the law it
self. A report of progress was made at the
meeting of the society on December 28th.
The members of this committee are: J.
Chester Crandell, chairman, George L.
Bishop, Frederick Bond Cherrington, Fred
erick M. Kehn and Raymond D. Willard.

MASSACHUSETTS CORPORATION EXCISE TAX

St. Louis Chapter of the Missouri
Society of Certified Public
Accountants
The St. Louis Chapter of the Missouri
Society of Certified Public Accountants
held a meeting at the City club, St. Louis,
on December 15th. Victor H. Stempf
read a paper entitled “ The necessity for
audited statements in the extension of
credit.” This paper had been read at a
special meeting of the chapter with the
Robert Morris Associates which was held
recently. A resume of the meeting with the
Robert Morris Associates was presented to
the chapter. A dinner, starting at six
o’clock, preceded the meeting which com
menced an hour later. The next meeting
of the chapter will be held January 19th.

W. & J. Sloane Case Decision

The decision of the Massachusetts supreme
judicial court was handed down by Chief Justice
Rugg. The decision was to the effect that the
present excise tax was not declared unconstitutional
by the United States supreme court in the Alpha
Portland Cement case and that “the excise im
posed by section 39 is valid as to all foreign cor
porations within the natural scope of its words,
excepting only foreign corporations engaged exclu
sively in interstate commerce. Doubtless section
52 is remedial and should be given an interpreta
tion to execute its intent, but it is not to be
stretched to cover facts not within its fair meaning.
A remedy was afforded the petitioner by applying
to the court under general laws, chapter 63, section
77, within six months after the payment of the
excise, to test its validity. That remedy is declared
by that section to be exclusive upon the facts here
disclosed. It is adequate. It is the sole remedy
open to the petitioner.” . . . “Since the present
petition was brought after the time fixed by the
statute had expired, the court cannot entertain it.”
The petition was therefore dismissed.
Tax Commissioner Long has issued a statement
over his signature to the effect that “there will be
no action by the commissioner of corporations and
taxation or by the cities and towns in assessing
back taxes from 1920 to 1925, inclusive,” and that
the administration of chapter 63 of the general
laws “ will continued as has been the practice”.
This intent was confirmed by Mr. Long in conversa
tion with your committee, and all possibility of
double taxation is therefore avoided.

Society of Certified Public Accountants
of New Jersey
A special dinner meeting of the Society of
Certified Public Accountants of New Jersey
was held December 8, 1925, at the Down
town club, Newark. Arthur F. Egner,
president of the Essex County Bar Associa
tion, spoke on the moral responsibilities of
11
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the certified public accountant, stressing
competency, integrity, loyalty, ideals and
character. James F. Hughes, president of
the society, addressed the meeting on the
reorganization of public enterprises in rela
tion to taxes. Walter A. Staub, who is a
member of the educational committee of the
society, gave a digest of proposed incometax legislation.
An article on tax reduction which was
written by Paul K. Owen, chairman of the
committee on public affairs of the New
Jersey Society, was published in the
Newark Sunday Call, December 6, 1925.

New York State Society of Certified
Public Accountants
The regular monthly meeting of the New
York State Society of Certified Public Ac
countants was held January 11th, at the
Waldorf Astoria hotel, New York. Frederick
B. Robinson, dean of the school of business
and civic administration of New York
University, was the speaker of the evening.
He discussed various matters related to
accountancy, dwelling particularly on an
ideal system of taxing income and a pro
gramme for industrial peace. The names of
seven applicants for membership and junior
membership have been sent to the members
of the society, and in the absence of protest
these applicants will soon be declared
elected.
The society has resumed the publication
of its news bulletin after a lapse of several
months. The bulletin contains a complete
account of the activities of the society dur-

ing the past few months. A notable feature
is the publication of the address by Fred W.
Herbert entitled “ Uniform classification of
accounts ” which was delivered at a meeting
of the society December 14, 1925.
BUFFALO CHAPTER
A regular monthly meeting of the Buffalo
chapter of the New York State Society of
Certified Public Accountants was held
January 11th at the Hotel Buffalo. The
time was devoted to outlining plans for the
chapter’s activities during the coming year.

Pennsylvania Institute of Certified
Public Accountants
A meeting of the Pennsylvania Institute
of Certified Public Accountants was held
December 16th. Dinner was served at the
City club, Philadelphia, at 6:30 p . m . A
Christmas entertainment was provided
after the dinner, including the distribution
of gifts to the members. The speaker of
the evening, William D. Gordon, gave
an address on building and loan asso
ciations which was received with great
appreciation.
A regular business meeting of the Penn
sylvania Institute will be held January 18th
at the City club. Dinner will be served at
6:30 p . m . Thomas B. Donaldson, former
insurance commissioner of Pennsylvania,
will deliver an address on insurance. At
this meeting the applicants recommended
for admission to the Pennsylvania In
stitute by the council will be presented for
election.

SPEECH REVIEWS
W. SAREL LYNNE—"PROVISIONS REGARD
ING INCOME TAXES OF INTEREST TO THE
PAPER INDUSTRY”

creased equipment or other facilities constructed for
the production of articles contributing to the prosecu
tion of the war. The taxpayer may deduct from his
income the excess cost of capital outlay made under
war conditions. This reduces the capital investment
to the normal post-war cost and applies the excess to
the reduction of taxable income arising from war
time business. The taxpayer has generally under
stood the statute to apply only to business which had
direct contracts with the government for articles
contributing directly to the prosecution of the war,
whereas the statute refers to the production of the
articles without expressly prescribing their use. All
corporations who increased their facilities for produc
tion of non-luxury products during the war are
entitled to amortization, according to the writer.

Article published in Pulp and Paper
Profits , July, 1925.
The writer says that excessive assessments under
the income-tax law are often due to incomplete reports
of field examiners and not to deliberate injustice. In
self protection the taxpayer must avail himself of the
services of experts in handling unjust tax claims.
Mr. Lynne announces that his purpose is to direct
attention to the possible relief of manufacturers of
paper who enlarged their plants during the war. He
quotes from the income-tax act of 1918 which allows
a deduction for the amortization of the cost of in-
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The importance of claims for amortization is
emphasized by the allowance of claims to sugar
refiners, coal miners, canners of food stuffs and
producers of divers other articles.
Determination of whether or not the product was a
necessity may be indicated by the issuance of per
mits at the time of expansion, for the purchase of
structural steel machinery and other articles in every
day use. The issuance of such permits is prima
facie evidence of their necessity in the prosecution
of the war.
The treasury department has made few decisions
respecting the claims which have already been filed.
Therefore, only by a careful study of individual cases
may an active knowledge of claims be acquired.
The major points in settling an amortization claim
are the eligibility of the industry to make such a
claim and the normal post-war value of the facilities,
together with the equipment on which amortization
is claimed. Such an estimate cannot be obtained
until normal values have again been reached. This
is apparently the reason that congress has extended
the time in which amortization claims may be filed.
Taxpayers who profited considerably in 1918 paid
approximately 84% of their net income in that year.
Their profits were taxed at the highest rate, and,
therefore, unless amortization is claimed, the tax
payer who enlarged his plant during the war is dis
criminated against in comparison with those who
did not.
It is impossible to generalize in determining the
justice of amortization claims. Each case is an
individual problem and stands on its own merits.
The relief which may be obtained by success in
establishing such a claim is sufficient to warrant a
careful study and a careful presentation of the facts
of the case in their relation to the relevant statutes.
RAYMOND C. REIK—“ THE PUBLIC
ACCOUNTANT IN MARYLAND”

only one group of accountants in Maryland, the
certified public accountants. The certificate is
open to all and its attainment is beyond the ability
of no public accountant. The speaker closed with
an exhortation to his audience to emulate the highest
ethical standards and to strengthen the position of
their profession.
LEWIS WINTERMUTE—“ PREPARATION
OF BANK’S PUBLISHED FINANCIAL
STATEMENT”

Address delivered at the annual meeting
of the Ohio Society of Bank Auditors,
Columbus, Ohio, May 9, 1925.
The speaker announced that his subject was the
statement of condition of a bank that is published
in the public prints, as distinguished from the
official statement given out on call of governmental
agencies. Mr. Wintermute stated that his views
were almost certain to be radically different from
those of most of his audience. He approached the
subject from two angles: purpose, and form, arrange
ment and content.
A bank usually prepares balance-sheets for three
general purposes: managerial uses, in compliance
with governmental requirements, or for advertising
effect and general information.
The third purpose was the object of the speaker’s
principal interest. Other statements are intended
solely for those educated in the technique of banking
and are prepared in language and form which might
be abstruse to the general public. The most
common usage in statements prepared for adver
tising purposes is to condense and simplify the
statements compiled for managerial and govern
mental use. The speaker commended the policy
of considering the prospective audience in preparing
any sort of statement or report, and simplifying and
explaining at great length for the benefit of readers
who may be unfamiliar with the subject. A great
improvement has already taken place in the prepara
tion of the statements published by banks, although
many banks still persist in the simple old-style, bare
schedules. The more progressive banks now issue
an elaborately classified statement, similar to that
used by highly organized industrial concerns. The
balance-sheet style is the most effective form of
statement. Some banks present their reports in
narrative form. There seems to be little attempt
toward uniformity of wording or arrangement of
terms and items.
A bank does not have to contend with the same
balance-sheet conditions as does an industrial
enterprise. Practically all of a bank’s assets
except fixtures and banking house are current, and
practically all of its accountabilities, except the
proprietorship element, are current debts. Rarely
must any considerable allowance be made for
shrinkage in realization. The industrial concern
finds a major part of its assets frozen in plant equip
ment and inventories. Its receivables are commonly
subject to discount, a relatively small part of the
fund being readily convertible. On account of these
great differences between banks and ordinary busi
nesses it would seem that a bank could accomplish
little good by such classification as is necessary to a
commercial concern in its statement. A classified
statement also has the defect that any attempt at
grouping calls for an increase in the number of

Address delivered before a meeting of
public accountants and certified public
accountants in Baltimore, Maryland, De
cembers, 1925.
The speaker opened his address by stating his
opinion that the very presence of the public account
ants and the certified public accountants of Mary
land in combined meeting was indicative of a feeling
of cooperation which would materially strengthen
the profession. He praised the C. P. A. law of
Maryland; pointing out that its initiation was
effected by two committees of the Maryland Asso
ciation of Certified Public Accountants and Mary
land Association of Public Accountants, respectively.
Each drafted a bill practically identical with the
draft of the other committee, and the law as passed
followed closely these suggestions. The Maryland
law was the first truly restrictive public accountant
law in the United States. The speaker stated that
the ambition of the framers of this law was the
regulation of public accounting as a profession, and
to accomplish this end the undesirable features of
contemporary accountancy must be eliminated—
that is, accounting must become less of a business
and more of a profession. He briefly outlined the
advantages accruing to the practitioners who
possess C. P. A. certificates and urged those who are
uncertified to secure a certificate as early as possible.
The speaker prophesied that finally there will be
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items listed and the result is confusing to the reader.
The speaker advocated a standardization in the
arrangement of items so that they would appear in
a recognized sequence, such as order of availability
for conversion into cash, and, in the schedule of
accountabilities, in the order of probable need for
repayment. Two sets of figures, one showing
current and the other capital position, would
facilitate comprehension of the significant facts
by the general public.

The narrative form of statement is usually
deficient in some important details, but may be
used successfully in combination with the balancesheet arrangement. The bank’s purpose in issuing
the financial statement is presumably to disclose its
financial position and so attract depositors, but a
bank often partly defeats its own end by its method
of valuing furniture, fixtures and banking house,
thus concealing a considerable portion of its asset
value in the published statement.

OBITUARY
Robert Charles Hotson, certified public
accountant, died in Westminster, Maryland,
December 17, 1925. Funeral services took

place in Brooklyn, New York. At the time
of his death he was a special partner at the
Baltimore office of Haskins & Sells.

HERE AND THERE
Barrow, Wade, Guthrie & Co. announce
the opening of an uptown office in the
Murray Hill building, at 285 Madison
avenue, New York.

Alfred C. Hayles & Co. announce the re
moval of their offices from 10 South La
Salle street to 7 South Dearborn street,
Chicago, Ill.

Alvin J. Benner and William Mayors
announce the formation of a partnership
under the firm name of Benner, Mayors &
Co., with offices at 1528 Arcade building,
St. Louis, Missouri.

Augustus S. Horn announces the re
moval of his office to 721 Main street,
Hartford, Connecticut.

David Berdon & Co. announce the re
moval of their offices to 1440 Broadway at
40th street, New York.
Bosky & Kanner announce the admis
sion into partnership of Abram Z. Bern
stein. Practice will be continued under the
firm name of Bosky, Bernstein, & Kanner.
Myrtile Cerf, practising under the name
of Greenwood & Jansen, and Harry J.
Cooper, formerly associated with Klink,
Bean & Co., announce the formation of a
partnership under the firm name of Cerf
& Cooper with offices in the Clunie build
ing, 519 California street, San Francisco.
M. J. Conway announces the removal of
his offices from Fresno, California, to 506
Financial Center building, 704 South
Spring street, Los Angeles, California.
John E. Cooper announces the establish
ment of a branch office at 32 North East
Second avenue, Miami, Florida.

Hurdman & Cranstoun of New York and
Syracuse, New York, announce that they
have admitted to partnership their asso
ciates, John Lewis Harvey and Harry
Thomas McFarland. The practice will be
continued under the firm name of Hurd
man & Cranstoun.
William J. James has been admitted as a
partner in the firm of Peat, Marwick,
Mitchell & Co. He will continue to make
his headquarters at the Atlanta office.
Guy L. Langdon & Co., Guy Purdy and
C. A. Gaylord & Co. announce the con
solidation of their practices under the firm
name of Langdon, Purdy & Co., with offices
at 723-5 Realty building, Spokane, Wash
ington; 104 Columbia Valley Bank build
ing, Wenatchee, Washington; and 202 New
Idaho Trust building, Lewiston, Idaho.
McIntyre & Short announce the removal
of their offices to 308-309 Cotton States
building, Nashville, Tennessee.
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Reynold E. Blight of Los Angeles, be
tween August 28th and September 22nd,
delivered addresses before the Reserve
Officers’ Association, the Young Men’s
Christian Association, the Optimists’ club,
the City Employees’ club, the Army As
sociation of the United States, and the
Pioneer Chapter of DeMolay. The Sep
tember 21st number of the Los Angeles
School Journal contained an article on
educational objectives by Mr. Blight.
Mr. Blight addressed the Soroptimists’
club, October 6 th, on fire prevention; the
Masonic club luncheon, October 9th, on
poetry; the Printing Trades Craftsmen,
October 14th, on the duties of citizenship;
the Sciots club, October 26th, on poetry;
and the student body of the Los Angeles
High School, October 27th, on Roosevelt,
the patriot.

Mucklow & Ford announce the opening
of a branch office at room 2 , Post Office
building, West Palm Beach, Florida.
F. R. Roberts announces the removal of
his offices to the Straus building, 310 South
Michigan avenue, Chicago, Illinois.
Rodger & McLeod announce the removal
of their offices to 701-2 Terminal building,
65 Broad street, New York.
Smart, Gore & Co. announce the removal
of their Los Angeles offices from the A. G.
Bartlett building to the Chamber of Com
merce building, 1151 South Broadway, Los
Angeles.
Harold R. Starkman announces that he
has removed his office to Central National
Bank building, 1440 Broadway, New York.

• Cyril N. Bullock, Detroit, was the author
of an article on the new state C. P. A. law
E. E. Staub & Co. announce the opening seen as a step forward, which was published
of offices at 748-753 Buhl building, Detroit, in the September 5th issue of the Michigan
Manufacturer and Finance Record.
Michigan.
Thomas W. Byrnes, New York, addressed
the teachers of management of the Taylor
Society, December 2nd, on auditing labora
tory practice.

Louis F. Tanner of Tanner & Tanner,
50 Church street, New York, announces the
opening of offices in Room 205, Monongahela
building, Morgantown, West Virginia.

W. B. Castenholz, Chicago, spoke of the
newer ideals in accounting at a meeting of
the American Bookkeepers Association, held
in Cleveland, December 12th.

Zabelle & Golinko announce the ad
mission of Joseph Schultz to the firm.
The following information is derived
from reports sent by members and as
sociates on blanks distributed by the bu
reau of public affairs:
H. D. Anderson, Syracuse, spoke on
labor budgets, predetermined production
costs and their relation to budgetary con
trol at a meeting of the Mohawk Valley
Chapter of the National Association of
Cost Accountants held December 21st in
Utica.

Stuart Chase, New York, was a speaker
at a conference of the American Association
for Labor Legislation held in New York,
December 29th.
Thomas B. Dean of New York spoke on
salesmanship at a meeting of the “Argue
N ot” club of the Miami Realty Sales Cor
poration at Miami, December 10th.
Douglas Dewar has been appointed a
member of the public-finance committee
of the Brooklyn, New York, chamber of
commerce.

V. Frank Banta, Chicago, addressed the
Kiwanis club of the north shore on man
agement, October 7th, and on October 26th
addressed the Chicago Sales Managers’
Association, on wastes in distribution.
Mr. Banta was a member of a committee
for the observance of management week.

Oscar S. Fishbach of Scranton delivered
an address before the Scranton Chapter of the
National Association of Cost Accountants,
July 28th, on analyzing a balance-sheet.
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Richard Fitzgerald of Detroit has been
appointed chairman of the committee on
legislation of the Detroit board of commerce.
Ira G. Flocken of Pittsburgh delivered
an address on costs and budgets of public
education before the Pittsburgh Chapter
of the National Association of Cost Account
ants on November 18th. Mr. Flocken has
been appointed a member of the committee
on accounting of the Association of School
Board Secretaries of Pennsylvania.
George E. Frazer of Chicago addressed
the Illinois Society of Certified Public Ac
countants on valuations, December 15th.
Mr. Frazer has been elected chairman of the
accountants and appraisers section of the
Chicago Association of Commerce.
J. Pryse Goodwin, New York, addressed
the Pace Institute alumni, September 19th,
on the constructive viewpoint of the ac
counting profession.
Florence Hooper of Baltimore, Mary
land, spoke on accountancy as a vocation
for women at the Eastern High School of
th at city, December 8th.
Harry R. Howell, Charleston, West
Virginia, assisted in the organization of a
Civitan club in his city. He was chairman
of the nominating committee, and now has
been appointed permanent chairman of the
auditing committee.
Joel Hunter as chairman of the Atlanta
public schools commission has filed the re
port of that organization with the Fulton
county board of education. Mr. Butler, in
his capacity as president of the City club
of Atlanta, outlined a plan before the civic
bodies of the city for getting out the votes
of Atlanta citizens.

Roy B. Kester of Columbia University
addressed the Casualty Actuarial So
ciety on the accountant of the future at a
meeting held in November.
John T. Madden, New York, spoke on
the social and economic growth of the last
forty years at a dinner given in his honor
December 17th, by the school of commerce
of New York University. The dinner was
in recognition of his appointment as dean
of the school.
Samuel Newberger, New York, wrote an
article on the necessity of account books
and a monthly audit which appeared in the
Brooklyn Citizen of December 2nd.
Maurice E. Peloubet, New York, has
been elected a director of the New York
Ophthalmic hospital, and has been ap
pointed chairman of the auditing committee.
Fletcher Ruark, Montreal, Canada, de
livered addresses on the first steps to the
fourth dimension and on the fourth dimen
sion simplified before the Theosophical
Society of Montreal, December 6th and
13th, respectively. On December 7th he
spoke before the Psychology club on the
powers of concentration.
S. Earl Shook served as a member of the
committee appointed by the mayor of
Bridgeport, Connecticut, to determine the
cost of installing a complete accounting
system for that city.
William A. Ullrich of Dayton, Ohio,
spoke before the Defiance district of the
Methodist Episcopal Church, at Van Wert,
Ohio, October 26th, on budgets and budget
ary control for churches. Mr. Ullrich is a
member of the programme committee on
management week.

J. Hugh Jackson of Harvard University
addressed a meeting of the Accountants’
C. Oliver Wellington, Boston, spoke at a
club of Southern New England on audit
certificates and reports, at Providence, meeting of the Syracuse Chapter of the
Rhode Island, December 16th. Mr. Jack National Association of Cost Accountants
son has been appointed chairman of the com held December 16th. His subject was “ how
mittee on education of the Massachusetts to read a balance-sheet and operating
statement.”
Society of Certified Public Accountants.
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Bulletin Supplement
January 15, 1926.
Members and Associates of the
American Institute of Accountants:
Gentlemen:

For some time past the Council of the Institute and the Executive Committee have been
giving consideration to the possibility of obtaining from an American company, or
American companies, policies of indemnity covering the professional liability of account
ants. The investigations which have been made by a sub-committee of the Executive
Committee have been considerably protracted and there have been many discussions
between representatives of the insurance companies and the sub-committee.
After considering all the propositions which have been made by insurance representaives the Executive Committee feels that what is probably the most satisfactory policy
offered by an American company has been selected for reference to the members of the
Institute.
It must be clearly understood that the Institute does not, through its Executive Com
mittee or any officer, assume any responsibility or accept any participation in the negotia
tions which may take place between individual accountants and insurance companies.
What has been attempted has been merely to receive suggested forms of policies, recom
mend such changes as seem desirable and select what seemed to be the most favorable
policy.
All communications in regard to the policy which is mentioned below should be ad
dressed to representatives of the insurance company itself.
The result of the sub-committee’s investigations and suggestions has been approved
by the Executive Committee, and on behalf of that Committee I am directed to report to
the members and associates of the Institute that a policy, which seems to be the best
offered by an American company, may be obtained through Freeborn and Company,
120 Liberty Street, New York, acting as agents for the Independence Indemnity Company.
This firm of brokers will be glad to give full information to any member or associate
of the Institute.
Yours truly,
A. P.

R

ic h a r d s o n ,

Secretary.

Bulletin Supplement
January 15, 1926.
To the Members and Associates
of the American Institute of Accountants:
The board of examiners has considered the examination papers of all applicants for
admission to the American Institute of Accountants. Of the 22 applicants who took
the written examinations, 4 passed, 9 were conditioned and 9 failed. The board has found
eligible for admission 2 applicants who passed oral examinations; 15 who were eligible by
credit for examinations other than those of the Institute, and 11 who had already taken
the Institute’s examinations for C. P. A. certificates. The board has recommended that
21 associates be advanced to full membership.
The following is an alphabetical list of those recommended by the board of examiners
for election:
For advancement to membership:
John H. Balch, Chicago
Sebastian Cabot, New York
Harry L. Carpenter, New York
Leon A. DuBois, Philadelphia
Urban S. Greene, Binghamton, N. Y.
James J. Hastings, Paterson, N. J.
Arthur W. Hauge, Minneapolis
Frederick S. Jacobsen, Helena, Mont.
Arthur F. Lafrentz, New York
Robert B. Lauder, Binghamton, N. Y.
Carl L. Merkel, Cleveland
Lewis M. Norton, New York
John C. Oswald, New York
Sidney W. Peloubet, New York
Bernard Prigozen, New York
Edwin S. Reno, Pittsburgh
Hiram T. Scovill, Urbana, Ill.
Henry W. Sweeney, Pittsburgh
David McEwan Watson, Detroit
Frank C. White, New York
Frank L. Zwemer, Cleveland

For admission as members:
James W. Bartrop, Detroit
Arthur L. Brockway, Pittsburgh
Lester M. Buckley, Lincoln, Nebr.
Harold R. Caffyn, New York
Robert O. Delin, New York
Arthur S. Driver, New York
William W. Gilkinson, Jr., Chicago
William T. R. S. Gordon, New York
John F. Hartmann, New Orleans
Thomas W. Hinton, New York
Thomas G. Hoffman, New York
John Jirgal, Chicago
Samuel Kaplan, New York
Theodore J. Lewis, Chicago
Frederick A. R. MacFadden, New York
Henry S. McCaffrey, Philadelphia
Frank C. Myles, Indianapolis
Archie M. Peisch, Hanover, N. H.
Hubert F. Ravenscroft, Philadelphia
Edmund R. Stewart, Baltimore
William Z. White, New London

For admission as associates:
Earl H. Berggren, Los Angeles
Elmer O. E. Bischoff, Milwaukee
Fred P. Carleton, Minneapolis
Lawrence R. Chenault, San Antonio
Edward H. Eisenstein, New York
Charles J. Fue, Chicago

William Hedley Mordy, San Francisco
Amos L. Moreton, Los Angeles
Walter L. Morgan, Philadelphia
Paul L. Morrison, Chicago
Charles Ernest Rawlinson, Portland, Ore.

These applicants do not become members (or associates) until they are elected by the
council, which is voting by mail ballot. If protest is to be made against the election of
any applicant on the list it should reach the offices of the Institute by February 1, 1926.
A. P. RICHARDSON, Secretary.
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ing their opportunities to the attention of
college men. Until now, there has been no
adequate machinery for bringing together
men who may desire to enter public ac
counting and the accountancy firms which
desire such men.
This new activity of the Institute which
has as its purpose overcoming, for desirable
prospects, the defects of seasonal employ
ment and bringing interested students into
contact with members of the profession
who may desire their services, is to be
organized through a bureau for placements
in charge of a committee, under the direc
tion of the executive committee repre
sented by J. B. Niven and F. H. Hurdman.
This committee plans to issue a brochure
which will describe the work of accountancy
and suggest, in a general way, the opportu
nities which exist therein. The brochure
will be distributed through the personnel
representatives at various universities and
colleges, in cooperation with whom the com
mittee will make selections from among
students who apply for consideration. The
brochure will be reproduced in The Journal

A Bureau for Placements
The American Institute of Accountants,
recognizing the value of a liberal education
as a background for success in accountancy,
has undertaken to interest academic stu
dents in the work of the profession and to
provide a medium through which such men
may be brought into contact with practi
tioners.
College men, generally have evinced lit
tle interest in the profession, principally be
cause so little concerning it is known in
the academic departments of universities
and in the colleges. The general thought
seems to have been that the profession
is made up of men whose work consists of
verifying detail entries and proving the
mathematical accuracy of records. Few
college men appear to know that account
ancy is a medium through which valu
able technical service is rendered to the
business world, and that the properly
qualified public accountant is highly re
garded therein. Men in colleges have
been ignorant, apparently, of the fact
that accountancy now enjoys in the eco
nomic scheme a place on a plane with law
and engineering, and that the opportunities
for services and reward in accountancy are
equal to those to be found anywhere in the
professions or in business. However, one
outstanding point of information with
which students are familiar is the unsteadi
ness of employment, due to seasonal
fluctuations in the volume of practice. The
accountancy profession, of course, is well
known for the manner in which men are
absorbed during the winter months and re
leased during the spring and summer.
Many commercial organizations which
need young men have been active in bring

of Accountancy.

Students selected will be registered with
the Institute bureau for placements and be
put in touch with public accountants who
signify their willingness to employ a certain
number of such men for a period of three
years, on a graduated basis of compensa
tion, beginning at $125.00 a month, the
employment to be contingent upon the
satisfactory performance and advancement
of the appointee. The technical and pro
fessional training of the men so appointed
will be arranged by the employers.
The services of the bureau for placements
will be available to all members of the
Institute and the opportunity of application
1
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open to students in all universities and col
leges. A fee for the services will be charged
to employers, but no fees will be required
of applicants. Employers will be asked
to pay a fee of $50.00 a man: $25.00 at
time of request; $25.00 when the man has
been supplied. Such fees are regarded as
necessary, in order to make the bureau selfsupporting.
The committee is anxious to have the
comments of all members interested in the
plan. Men probably will be available after
July 1, 1926. The general publicity which
will be undertaken by the committee should
benefit all members of the Institute. Vol
untary contributions for the purpose, there
fore, will not be out of order.
This activity of the Institute is the out
growth of long discussion and serious con
sideration. It is a concrete attempt to
help in one way to solve the problem with
which the profession has been faced for
several years, namely, that of building a
permanent staff qualified to carry on in a
field where the work has increased greatly
in volume and has become increasingly
exacting in its demands upon those who
undertake the practice of accountancy.
Communications should be addressed to
the American Institute of Accountants,
Bureau for Placements, 135 Cedar Street,
New York.

Board of Examiners
The next examinations of the American
Institute of Accountants will be held May
13 and 14, 1926. Applications should be
submitted at least sixty days before the
date of examination.

Membership Terminated
The time for payment of dues to the
American Institute of Accountants for the
current fiscal year expired January 31 st.
Nine members and two associates who
failed to make payment within the time limit
were automatically dropped from the mem
bership under the provisions of the by-laws,
article V, section I.
Research in Accounting
At the meeting of the American Associa
tion of University Instructors in Account
ing, December 29 and 30, 1925, which was
reported in the Bulletin for January, John
R. Wildman presented a suggested outline
of a research programme in accounting.
The outline as presented at the meeting
is as follows:
General purposes of research:
Seek out truth and discover new facts,
Which will serve to
Solve existing problems,
Clear up moot questions,
Correct errors in reasoning,
Eliminate unsound doctrines.
Purpose of research in accounting:
To produce data which will make for more scien
tific and more satisfactory accounting.

Annual Meeting of Institute
The annual meeting of the American
Institute of Accountants for 1926 will take
place September 21st and 22nd at Atlantic
City, New Jersey. The regular meetings
of council will be held on Monday, Septem
ber 20th and Thursday, September 23rd.
Members and associates are requested to
make note of the dates and arrange their
plans so that they may be able to attend.

Relations of Accounting
Economics
Investment,
Credit,
Administration and manage
ment.
Finance
Contracts of operation,
Business transfers,
Fiduciary integrity.
Organization Bankruptcy and receivership,
Business reorganization,
Government regulation and
taxation,
Engineering.
Law
Accountancy.
Accounting is dependent upon the related subjects of
Economics, with respect to principles,
Finance, with respect to practices,
Organization, with respect to plans,
Law, with respect to statutes and decisions.
Accounting furnishes and interprets data which will
serve as an aid to judgment in connection with
Business ownership and investment in securities,

International Congress of Accountants
An international congress of Accountants
will be held at Amsterdam, Holland, July
6 , 7, 8 and 9, 1926. Representatives of
accounting societies from all parts of the
world will attend. The president of the
American Institute of Accountants will
appoint the Institute’s delegates to the
congress. Members who expect to be in
Europe next summer would find it worth
while to attend the Amsterdam meetings.
2
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Financing of business enterprises,
Granting bank and commercial credit,
Business administration:
Policy making,
Utilization of business capital.
Guiding management:
Planning and supervising operations,
Ascertaining the cost of producing and dis
tributing goods and services,
Controlling funds, goods and movable prop
erty,
Eliminating waste,
Judging efficiency,
Supplying information as to the status of
financial relations.
Budgeting, developing projects and forecasting.
Contractual relations and agency,
Business transfers,
Trusteeship and fidelity insurance,
Government regulation and taxation,
Engineering practice and appraisals,
Review by professional accountants and others,
General practice of accountancy.

(16)
(17)
(18)
(19)
(20)

(21)
(22)
(23)

Some Suggested Topics for Research in Accounting
(1) An interpretation of economic theory which
will make it understandable to accountants.
(2) An examination and attempted reconciliation
of the various concepts of capital.
(3) The various meanings attaching to the term
“ profit”.
(4) A study of the various methods of financing
business enterprises.
(5) The place and functions of so-called “ finance
companies”.
(6) The use of trade acceptances, discounted paper
and hypothecated accounts as a means of
replenishing working capital.
(7) The relation of various organization schemes to
information which accounting may be made
to produce.
(8) Organization as a basis for accounting system
work.
(9) Defects in organization which permit or facili
tate fraud and irregularities.
(10) Statutes of various states which affect account
ing, e.g.:
Issuance of capital shares,
False entries in books,
Uttering false financial statements,
Investment of trust funds.
(11) Some conflicts between law and accounting, e.g.:
Interest on invested capital,
Stated capital and stated share values,
Premium on capital stock sold.
(12) Outstanding legal decisions which have a bear
ing on accounting, e.g.:
Stock dividends,
Goodwill.
(13) What is the nature and extent of information
which owners of businesses and investors in
securities should have in order to exercise
intelligent judgment concerning their invest
ments?
(14) What kind of information should an investment
house have before deciding on an issue of
securities and what information should a
prospectus contain?
(15) What is the procedure followed by banks and
commercial houses in extending and checking

(24)
(25)
(26)

(27)

(28)
(29)
(30)
(31)

(32)
(33)
(34)
(35)
(36)
(37)
(38)
(39)
(40)

3

credit and what kind of information of an
accounting nature does each require?
What is the normal return on invested capital in
various lines of business?
What is the average turnover of capital in
various lines of business?
What are some of the policies which are de
pendent upon or related to information which
accounting produces?
What constitutes rational relationship between
working and non-working capital?
What is the significance of capital surplus; how
long must a capital-surplus item remain on
the balance-sheet; and how may it be dis
posed of?
Is treasury stock ever shown correctly as an
asset, or should it be deducted from capital
stock outstanding?
A convincing argument in favor of a sound form
of balance-sheet set up to express properly
the capital structure of a corporation.
How should bond discount be amortized in the
case of bonds redeemed at varying intervals
and in fluctuating amounts?
How should obligations maturing serially be
classified in a balance-sheet?
A discussion of land-trust certificates, their
uses and the problems which arise in connec
tion therewith.
What are some of the financial reports required
by executives; what do they show and how
are they used in directing the affairs of vari
ous organizations?
What constitutes cost of production, not omit
ting the question concerning the inclusion of
interest on capital invested in equipment and
materials?
A study of the cost of producing and distribut
ing goods in various lines of business.
What proportion of income properly may be
devoted to expense for interest?
The factors which enter into the control and
safeguarding of funds.
The relative advantages, from a practical point
of view, of perpetual inventories as compared
with physical inventories taken only at time
of closing books.
Some ways in which accounting data may be of
service in the elimination of waste.
Some ways in which accounting data may be
used or may serve as a basis for judging
efficiency.
What should be embraced in schedules showing
the status of various financial relations; cus
tomers, creditors, etc.?
A brief but comprehensive discussion of budg
eting for the purpose of acquainting busi
ness men with the subject.
A discussion of accounting and the use of
accounting data in developing business pro
jects and estimating capital requirements.
Some uses which have been made of accounting
data in connection with forecasting.
The need for consideration of precise accounting
terminology in the preparation of business
contracts.
Typical information of an accounting nature
which is essential to consolidation, merger,
purchase and sale of business properties.
Some of the questions raised in the accounting
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These reports and their discussion demonstrated
that there was no occasion for the reluctance mani
fested and even voiced in the first session to enter
into the proposed investigation lest the conference
should follow a cut-and-dried procedure and bring
in reports that might serve the purpose of a few
individuals or industries—in short, prove to be a
white-washing project. On the contrary, each re
port specifically describes wastes caused by unneces
sary duplication of effort, misdirected effort, want of
knowledge of fundamental conditions in the trade
and of what others had already done, trade rivalry,
gross expansion and fraud. The reports also showed
how some of these wastes might be reduced and in
some cases eliminated, and some of the reports recom
mended lines of endeavor along which the chamber of
commerce and trade societies should act in this direc
tion. During the discussion only two serious obsta
cles appeared, namely, the demand on the part of the
consumer for “ service” and the restrictions of the
Sherman anti-trust law on coordinated action by
business men.
Of particular interest to accountants is the diffi
culty met by the committee on expenses of doing
business in getting trustworthy data on the relative
costs of the several methods of distribution, namely,
direct to the consumer, through the retailer, through
the wholesaler, and the several combinations of these
agencies. The committee’s report states:
“ This study discloses that a uniformity of
standard has been established in many retail
trades through the combined efforts of trade
groups and other bodies. This is true also of
certain wholesale trades, but the work has not
advanced so far as in the retail field. Informa
tion on manufacturers’ distribution expenses
is limited because of the absence of uniform
classifications, due to some extent to govern
ment restrictions in the past on the interchange
of information between those engaged in the
same kind of business. A critical survey of
manufacturers’ distribution costs discloses that
it is impracticable to attempt to arrive at an
average figure, because of the difference in
methods used. Even the costs of manufacturers
engaged in producing the same commodity
cannot be compared because it is found that as
many as six methods are followed in reaching
the ultimate consumer.
“ It is a well established rule that dissimilar
things cannot be averaged and it would be of no
value to average these costs, since any average
would include the cost to manufacturers dealing
wholly through jobbers, employing no salesmen
or advertising, and would, as well, embrace all
sorts of variations such as the sale to consumers
exclusively, with large sales forces, elaborate
service bureaus and large advertising expendi
tures.
“ Need for collections of distribution expenses
arranged in a conventional manner is recognized
by many of the important distributors of the
country and it is urged that the value of uniform
classifications and studies into the expenses of
doing business be brought to the attention of
all engaged in distribution. In doing this the
greatest good can be performed by trade and
commercial organizations and by the use of the
trade press as a medium of education.
“ In spite of excellent work now being done

for executors, trustees, bankrupts, receivers,
etc.
(41) The standardization of financial statements
which are required by the government and
governmental agencies.
(42) The laws and decisions which affect accounting.
(43) The cost to business of supplying information to
federal and state governments.
(44) Comparative statistics dealing with various
phases of capital utilization and operating
procedure as a service to accountancy in deal
ing with a great variety of problems.
(45) A study of various lines of business with respect
to fiscal closings taking into consideration
seasonal activities, in relation to inventory
requirements, borrowings, etc.; in other
words, as to what should be the natural
business year for each line of business.
(46) A report on cases in which accountants have
served as umpires or arbitrators, particularly
as to the questions of accounting which have
been involved therein.
(47) A report on cases in which accountants have
served as expert witnesses.
(48) A discussion of the question of “ privileged
communication” ; present laws affecting the
matter, and an investigation of the question
as affecting accountancy both in this and
other countries.
(49) A study of the question of bonuses and profit
sharing with respect to whether the charge for
the extra compensation should be made
against “salaries and wages” or against
“ surplus”.
(50) A study of stock exchanges and other exchanges
of similar character as to requirements which
involve accounting for listing or reporting.

National Distribution Conference
George Rea, the representative of the
American Institute of Accountants at the
meeting of the National Distribution Con
ference held in Washington, D. C., Decem
ber 15 and 16, 1925, has presented his report
of that meeting which has been received by
the executive committee of the American
Institute of Accountants. The report
follows:
The second session of the National Distribution
Conference, which has been studying the costs of
waste in the distribution of commodities, was held
in Washington, D. C. on December 15 and 16, 1925.
The conference was organized by the Chamber of
Commerce of the United States in January, 1925,
for the purpose of ascertaining what basis, if any,
there might be for the generally voiced criticism that
there are too many middlemen with their unneces
sary addition to the cost of commodities.
In the reports submitted at the last session, there
were embodied the results of the investigation by six
sub-committees appointed to study respectively the
subjects of: Distribution statistics, relations of
trade societies, market analysis and advertising,
expenses of doing business, methods of distribution,
and general conditions affecting distribution.
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by a number of trade associations, the need for
uniform classifications of accounts and studies
into the expenses of doing business should be
brought to the attention of all engaged in dis
tribution in order that this most important
phase of trade association work shall be de
veloped to the greatest possible extent. Every
available trade and commercial organization
facility as well as the aid of the trade press should
be sought to this end.
“ Distributors should study the costs at
tached to intangible items such as losses due to
lack of sufficient records; failure to plan intel
ligently; uneconomic extension of territory and
services; neglect of simplification; ignorance;
human mistakes; misdirected advertising; and
seasonal fluctuations, in order that definite steps
may be taken to lower these wastes wherever
they are found to exist.”

Edward E. Gore, President of Chicago
Crime Commission
Edward E. Gore, former president of the
American Institute of Accountants, was re
cently elected president of the crime com
mission of Chicago. The formation of a
Chicago association for criminal justice
is being considered for the purpose of
waging organized war on crime. A com
mittee formed of presidents of twenty-seven
civic organizations has outlined a plan of
procedure for the new organization, which
will be composed of a combination of civic
and professional bodies.
Accountants Named in Corporation
Analysis
Moody’s Manuals, an annual series of
statistical volumes published by Moody’s
Investors’ Service, will include in the
description of corporations for 1926 the
names of the accountants and auditors of
each concern wherever the information can
be obtained. The publishers recognize
that the accountants for a corporation are
an important factor of the organization and
their identity must be included in any com
plete analysis.

In most audit reports expenses other than those
incurred in the production or manufacture of the
commodity are grouped as selling and administrative
and classified according to their kind. If the manu
facturer or distributor is to make an intelligent study
of the cost of distributing his commodity in order
that he may either initiate measures to reduce it
or be prepared to justify it, it would seem that these
expenses should be classified first according to the
kind of service rendered and these in turn should
then be classified as to kind. With a corresponding
classification of the sales distributed by each method,
data would be available by which to determine
whether it would be a better policy to rely on the
wholesaler and the retailer or to reach the consumer
by more direct methods.
In concluding its report the committee on the
expenses of doing business expressed its hearty ac
cord with the attack conducted by such bodies as
the American Institute of Accountants, the National
Association of Credit Men and other commercial
organizations in the war upon dishonest failures.

Auditors’ Responsibility
The editorials which appeared in The
Journal of Accountancy for January, 1926,
on the subject of auditors’ responsibility,
have been reprinted, by order of the exec
utive committee of the American Institute
of Accountants, and have been sent to
members of the Robert Morris Associates
and the Investment Bankers’ Association
and to many other bankers.

Conference on Commercial Education
On March 19 and 20, 1926, at the state
university of Iowa there will be held the
first of a series of annual conferences on
commercial education. Several speakers of
national reputation have been invited to re
port at these meetings on the research prob
lems in which they are engaged. This
conference will enable teachers in the middle
west to exchange ideas on the subject of
commercial education and to hear the
opinions of some of the foremost of com
mercial educators. The constant increase
of commercial courses in high schools and
colleges indicates that each administrator
and supervisor of schools would benefit by
attendance at this conference. The sources
of pertinent information regarding com
mercial education will be discussed at the
conference.

First Woman C. P. A. in Texas
Miss M. E. Welborn, having passed the
November examinations, has received the
first certified public accountant certificate
ever issued to a woman by the state of
Texas. Miss Welborn has held a certificate
in North Carolina for some years. She has
been an auditor in the income-tax division
of the treasury department and is now
engaged in practice on her own account.
American Management Association
On March 3rd, 4th and 5th the Ameri
can Management Association will hold its
5
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Functions of the Controller
The American Management Association
has printed and distributed a pamphlet
entitled “ Organization of the function of
the controller” by Arthur Lazarus. This

paper discusses the growing importance of
the controller in representing his company
in the development of any new policy such
as group insurance or listing of company
stock on the stock exchanges. The author
summarizes the underlying functions of
the controller, indicating his responsibility
for the accounting system and general
books of the concern; his jurisdiction over
accounts receivable and accounts payable;
his responsibility for the payroll account
ing, the records of employees, stocks and
supplies of merchandise and raw-material
inventories; his auditing powers over sales,
purchases, disbursements and properties;
his check over the cash receipts, disburse
ments and bank balances; in a manufac
turing company his control over the cost
accounting system, his administration over
personnel, his preparation of detailed finan
cial and operating statements and his
operation of budgets. This summary is
followed by a discussion of the relation of
controller to treasurer. The author be
lieves that the two officers should exert a
check over one another and never should
one be subordinate to the other.
Copies of this paper may be obtained
from the American Management Associa
tion, 20 Vesey street, New York.

REGIONAL
A regional meeting of the American In
stitute of Accountants will be held in At
lanta, Georgia, April 22 , 1926. This will
be the first meeting of the new southeastern
regional district which was created at a
meeting in Atlanta, November 26, 1925.
A regional meeting will be held in Cleve
land, Ohio, May 22 , 1926. Preparations

MEETINGS
are in progress for regional meetings to be
held during the spring months in Jackson,
Mississippi; Boston, Massachusetts, and
Minneapolis, Minnesota, although definite
dates have not yet been selected. All
persons interested in accountancy will
be welcome at any or all of these meet
ings.

annual convention at the Hotel Astor, New
York. Stabilizing business will be the gen
eral topic of discussion. Titles of some of
the addresses to be presented are “ Budget
ing man power,” “ Rating employees,”
“ Keeping down the cost of company pub
lications” and “ The penalties of irregular
business.”

Accountants’ Examinations in
Montreal
Of the thirty-nine candidates who took
the chartered accountants’ final examina
tions in Montreal during the month of
December, four were successful. Sydney
Turner won the war memorial for excellent
work in the examinations. In the inter
mediate group twenty-four candidates sat
for the examination and thirteen of these
passed. The war memorial prize for this
group was won by J . L. McLean. In the
primary group seventeen sat for the
examination and twelve passed.

INSTITUTE CHAPTERS
public, stating the desire of the certified
Minnesota
public accountants of Minnesota to coöp
The Minnesota chapter of the American erate with bankers and members of other
Institute of Accountants has published a professions interested in the business affairs
pamphlet called “ Roster, Minnesota Chap of the community. The letter outlines the
ter of the American Institute of Account functions of certified public accountants
ants; Certified Public Accountants of and sketches the statutes regarding ac
Minnesota.” This booklet contains a letter countancy which operate for the protection
addressed to the bankers and the business of the business public. A brief explanation
6
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of the members and associates of the Amer
ican Institute of Accountants in the Minne
sota chapter and a list of all certified public
accountants in the state as well as extracts
from the certified public accountant law of
Minnesota are included in this pamphlet.

of the value of financial statements and
reports is also given. Following this letter
is a brief description of the purposes and
organization of the American Institute of
Accountants, including the rules of profes
sional conduct of the organization. A list

STATE LEGISLATION
Kentucky
Massachusetts
House bill No. 189 and senate bill No. 127
A bill has been introduced in the legisla
have been introduced in the legislature of ture of Massachusetts and numbered house
Kentucky. These bills are both intended bill No. 909. The bill is as follows:
to revise and re-enact the former laws of
Section 89-B of chapter 112 of the general laws
the state relating to a uniform system of inserted by section 2 of chapter 470 of the acts of
accounting in state and county govern 1923 is hereby amended by adding at the end thereof
ments and providing penalties for viola the following: “ At least one examination shall be
held annually.”
tion of the provisions thereof. The house
bill has been referred to the committee on
revenue and taxation and the senate bill to
A hearing on this bill took place on Feb
the committee on Kentucky statutes.
ruary 9th.

COMMITTEE ACTIVITIES
company of rubber goods of Providence,
Special Committee on Public Affairs Rhode Island, who requested information
Letter-Bulletin 5 on federal arbitration on arbitration and to whom detailed facts
was issued by the committee January as to recent developments in that field were
27th. Circulation of this letter-bulletin sent by this committee, wrote: “ I believe
will be completed as promptly as possible that the American Institute of Accountants
with the assistance of the members and as is deserving of the highest commendation
sociates, and it will be followed within a for the work which it is doing along various
month by letter-bulletin 6 which will prob lines, and I, for one, appreciate what this
ably have bankruptcy reforms as its subject. work means to me as a credit man.”
The edition of letter-bulletin 5 was
limited to 25,000 copies and requests for
copies will be filled as long as the supply
Circulation of letter-bulletin 4 on “ Tax
lasts.
simplification,” has practically been com
Judge Moses H. Grossman, vice-presi pleted. A number of members and as
dent of the Arbitration Society of America, sociates consented to share their allotments
in acknowledging receipt of letter-bulletin 5 with others, and with their aid the com
wrote to the committee, in part: “The mittee has been able to send a few copies to
letter-bulletin is splendid and reflects great all inquirers to date. It has on hand now
credit upon the American Institute of Ac less than 100 , and can fill no more requests
countants and especially upon the bureau of except for single copies.
public affairs. . . .Y o u have placed all the
The committee will appreciate the return
devotees of the arbitration principle under a of any surplus copies of this letter-bulletin
great debt of gratitude. It will be a source that members and associates can spare.
of much satisfaction to you in the years to
Demand for earlier letter-bulletins con
come to feel that you have contributed so tinues. A request for copies of lettermuch in the field of arbitration.”
bulletin 3 came from L. M. McKune,
The credit manager of a manufacturing secretary of the chamber of commerce of
7
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sociate and such activities as this one are a
step in that direction. It is important that
the membership should learn to think of
the Institute as something that is part of
their professional life and not merely as
something in New York that they are
called upon to support.”
It is interesting to note that newspaper
articles descriptive of early letter-bulletins
are still making their appearance. The
bureau received early this month a clipping
from the Leader of Sentinel, Oklahoma, of
an item descriptive of the committee’s
letter-bulletin 2 on the crime tendency.
The item was supplied to the newspapers
in August, 1924, and appeared in print Jan
uary 4, 1926.

the United States of America in South
Africa, at Johannesburg.
The Jacksonville adjustment bureau o f
Jacksonville, Florida, upon receipt of letterbulletin 4 on tax simplification requested
the committee to send seventy copies of
each of the earlier letter-bulletins issued by
the committee, for transmission to its mem
bers. This is cited as an example of the
continual growth of the contacts made by
the profession of accountancy through the
publication of the letter-bulletins. Each
additional letter-bulletin published results
in calls for supplies of prior letter-bulletins.
The school of business administration of
the university of Texas is the latest to make
use of the letter-bulletins issued by this
committee as texts on the various subjects
treated by the letter-bulletins. George
Armistead, a member of the committee, re
ceived a request from the school of business
administration for 100 copies each of letterbulletins 1, 2, 3 and 4. The bureau was
able to supply them.
Various members and associates who here
tofore have not participated in the circu
lation of the letter-bulletins have lately
requested supplies of the entire set, for
distribution. Others have requested com
plete sets for their files.
Hollis H. Sawyer wrote, “ We have re
ceived and read with interest your letterbulletin 4 and congratulate you upon the
clarity with which the subject is presented.”
Nearly 300 copies of letter-bulletin 3 on
credit frauds have been circulated during
the month.
The Northern Ohio chapter of the Insti
tute was the first body of public account
ants to arrange for a joint distribution
of letter-bulletins. Members and asso
ciates of the Institute in that territory
pooled their free quotas and assigned them
to the chapter, by which they were mailed
to business men and bankers in that terri
tory. The example of the Northern Ohio
chapter was followed by the Rhode Island
Society of Certified Public Accountants
when letter-bulletin 4 was published. Lewis
Wintermute of Cleveland, secretary of the
Northern Ohio chapter in commenting on
this plan said:
“ We are glad to hear that others are fol
lowing the same plan of distribution. It is
my feeling that the Institute should be
brought very close to every member and as

The committee, through the bureau of
public affairs, is slowly widening its efforts
to arrange for appearances of members and
associates before public gatherings. The
activities of the committee and bureau have
grown so rapidly that it is not possible to do
justice to them all with present facilities.
Encouragement of public-service work,
speaking and writing of articles for pub
lication is one of the chief aims of the com
mittee.
Report blanks received during the month
and information obtained from other
sources indicated that twenty-seven
speeches were made by members and as
sociates, eight articles were written and
published, and thirteen items of public
service were performed.
One of the outstanding public service
reports received by the committee for
January is that of Reynold E. Blight of Los
Angeles. Mr. Blight delivered seven ad
dresses during the month, to the South
Pasadena club, the Ventura rotary club, a
masonic mass meeting, the Los Angeles
Times club, the Los Angeles chapter of
cost accountants, the Los Angeles Masonic
club, and the commencement exercises of
the John Adams junior high school. His
subjects included development of cost ac
counting, the hope of democracy, duties of
citizenship, service, and the historic strug
gle for liberty. He also wrote an article for
the Masonic Digest of January on the out
look for democracy. Mr. Blight each
Sunday afternoon from 4 to 5 o’clock con
ducts a radio service through the Los
Angeles Times broadcasting station KHJ,
8
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during which he makes a short address on
an ethical or patriotic topic.
Another important public service per
formed during the month was that of E. E.
Gore of Chicago, chairman of the Insti
tute’s special committee on taxation. Mr.
Gore appeared as the first speaker before
the newly organized forum of the Chicago
association of commerce and described in
detail how congress is working out the new
federal revenue law. He presented the re
sults of his months of study of this subject.
The address was printed at length in the
January 23rd number of Chicago Commerce.
Another noteworthy item of public serv
ice which came to the attention of the com
mittee during the month was that per
formed by the Michigan Association of
Certified Public Accountants, which pre
pared and published in the Manufacturing
and Financial Record of Detroit two articles,
one on the financial statement—what j t is
all about, and a second on current assets as
part of the balance-sheet. The articles
gave in simple language information of
value to business men. The activity is one
which the committee on public affairs be
lieves could well be included in the pro
grammes of other state and local organiza
tions of accountants.

In a letter to the thirty-two new mem
bers and associates of the Institute who
were declared elected as of February 1st,
the chairman of this committee wrote in
part: “ This committee believes that your
membership will be of greater value to the
Institute, to the profession, and to you, if
you enter immediately into the various
activities of the Institute, and in particular,
upon the performance of such public service
work as can conveniently be made a part of
your work programme. Public service in
creases the stature and standing of the
individual who performs it and the influ
ence of any organization of which he is a
member.”
The bureau maintains a regular service to
newspapers and trade publications. More
than 1000 articles were sent to newspapers
and other publications relative to tax
simplification, when letter-bulletin 4 was
published. Many of these articles were
published. A similar service is being per
formed with reference to the publication of
letter-bulletin 5. Other activities of the
Institute, including regional and special
meetings, are made the subject of news
paper mention.

STATE BOARDS OF ACCOUNTANCY
or public accountants under the Tennessee
Maine
law.
The governor of Maine has recently
R ules of P rofessional Conduct
appointed two new members to the state
board of accountancy. The personnel of
1. All holders of certificates as certified public
the board is now as follows: Curtis J. accountants or public accountants in Tennessee are
Birkenmayer, chairman; William Penn required to be of good moral character. Any holder
Whitehouse, secretary, and Richard M. of such certificate from this board who shall be
guilty of any continued or gross immorality shall be
Millett.
deemed as guilty of unprofessional conduct; any
holder of such certificate issued by this board who is
a habitual drunkard or a common gambler shall be
deemed as guilty of immoral and unprofessional
conduct.
2. All holders of certificates as certified public ac
countants or public accountants contribute to the
dignity and honor of the state of Tennessee. The
holders of certificates issued by this board who prac
tise as such certified public accountants or public ac
countants in other states or territories of the United
States shall conform to the professional standards
maintained or required by the board of accountancy
in such state or territory. The holders of such certifi
cates issued by this board shall place themselves un
der the observation of such state or territory of their

Tennessee
Section 5, chapter 33, of the public acts
of 1925 of Tennessee recognizes the practice
of accountancy to be the practice of a
profession and empowers the state board
of accountancy to revoke certificates for
unprofessional conduct. The Tennessee
state board of accountancy has adopted
the following code as the rules of pro
fessional conduct for holders of cer
tificates as certified public accountants
9
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inviolate. To this end section 8, chapter 33, of the
public acts of 1925, provides that certified public
accountants and public accountants practising in
this state shall not be required to divulge, nor shall
they voluntarily divulge, any information which
they may have received by reason of the confidential
nature of their employment. The information de
rived from or as the result of such professional serv
ice shall be deemed confidential, provided, however,
that nothing in this paragraph shall be taken or
construed as modifying, changing or affecting the
criminal or bankruptcy laws of this state or of the
United States.
10. No holder of a certificate granted under the
authority of this board shall solicit employment
except at the request or suggestion of some party inter
ested in or connected with the business of the pros
pective client. Such prohibition shall in no way
limit the right to accept any employment directly or
specifically offered.
11. No holder of a certificate granted under the
authority of this board shall employ any agent, repre
sentative or solicitor to advertise or make contracts
for audits, systems, etc.
12. No holder of a certificate issued by the author
ity of this board shall advertise in a manner detri
mental to the dignity and other interests of the
profession. This shall not prohibit the use of profes
sional cards, in newspapers, directories, etc., nor
shall it prohibit the dissemination by letter or other
wise of impersonal information. But the advertise
ment of personal attainments in a manner to solicit
employment is hereby declared unprofessional.
13. No holder of a certificate issued under the
authority of this board shall conduct himself so as
to come under suspension or disbarment by the
committee on enrollment and disbarment of the treas
ury department of the United States. Any holder
of a certificate granted under authority of this board
who shall be suspended or disbarred by said com
mittee shall be deemed guilty of unprofessional
conduct.
14. No holder of a certificate issued under the
authority of this board shall become a member of,
or retain membership in, any professional society or
other organization that does not uphold and adhere
to the standards of professional conduct herein re
cited or hereafter to be adopted.
15. The violation of any one of the foregoing rules
of professional conduct or any other rule hereafter
adopted may be deemed sufficient cause for the
revocation of the certificate of a holder of such
certificate under the authority of this board. Any
charge of violation will be heard according to the
requirements of section 5 of the accountancy act.
The duty of the board is both to hear charges
preferred by others and to investigate and make
charges at its own instance. The board will con
duct its own hearings, but will permit any accused
accountant to be represented by counsel.

practice. Any failure so to place themselves under
observation of the board of said state or territory of
said practice or any failure to conform to the pro
fessional standards by them required shall be deemed
as unprofessional conduct within the meaning of the
Tennessee law.
3. No holder of a certificate issued by this board
shall prepare or certify any statement containing an
essential misstatement of fact or omitting such fact
as would result in a misrepresentation of the sol
vency, earning capacity, the relation of the assets
and liabilities of any business or institution, or the
relation of any individual, firm or corporation to said
business, or make any suggestion looking to the prep
aration by another of any statement containing any
such misstatement or omitting any such material
fact. All certificates should recite the reservations
of the accountant so certifying to the statements
submitted.
4. No holder of a certificate issued by this board
shall prepare or certify to any statement which has
not been verified either by himself, a partner or
regular employee on his staff.
5. No holder of a certificate as a certified public
accountant or public accountant issued under the
authority of this board shall accept employment from
or shall continue in the employ of any certified public
accountant or public accountant or firm of certified
public accountants or public accountants, whether
domiciled in this state or in another state, if said
employer or employers fail or refuse to conform to
any of the rules of professional conduct here set forth
or hereafter to be adopted by this board. Any con
tinuance in such employment after notice by this
board or complaint to this board with due notice to
such employee shall be deemed as unprofessional
conduct.
6. No holder of a certificate issued by the author
ity of this board shall allow any commission, broker
age or participation in his fees to the laity; nor shall
he receive any commission, brokerage or other
participation accruing to any dealer, etc., on account
of supplies, etc., bought by or for a client pursuant
to a professional engagement.
7. No holder of a certificate issued by the author
ity of this board shall engage in any business or oc
cupation conjointly with his professional practice
in such a manner as would be incompatible or in
consistent with such professional service.
8. No holder of a certificate issued by the author
ity of this board shall accept any double employ
ment or employment that would conflict with the
interests of any client. Should such holder of a cer
tificate issued by the authority of this board be
offered professional employment that would be in
consistent or incompatible with a prior employment
he should immediately make known his contrary or
incompatible employment and refuse to accept such
additional employment.
9. The secrets of any employer should be held
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NEWS OF LOCAL SOCIETIES
society. A special meeting will be held
Georgia Society of Certified Public
during the next examinations to which the
Accountants
applicants will be invited as guests of the
society.
A tlanta Ch apter
Homer C. Hammonds, member of the
A meeting of the Atlanta chapter of the
Georgia Society of Certified Public Ac Oklahoma state board of accountancy,
countants will be held February 27th for discussed the activities of the board. It
the purpose of completing organization and was resolved that five hundred copies of
the Oklahoma state accountancy law and
of electing officers.
rules of the board of accountancy be
printed for distribution by the society.
Association of Accountants in
The
society officially approved the rules
Montreal
of the Oklahoma state board of account
Membership of the Association of Ac ancy.
countants in Montreal has increased
The following committee was appointed
noticeably in the last few years. Five years to nominate officers for the ensuing year:
ago the association had ninety-three mem W. J. Law, Evans A. Nash and H. Nelson
bers and at the last report the roll showed Cornell. The following officers were sub
a membership of two hundred and six. At sequently elected: President, C. F. Miller;
the quarterly meeting of the association treasurer, W. J. Law; secretary, Mack
held at the board of trade building, Mont Porter; auditors, Burney R. Clack, Mont
real, December 29, 1925, the president, gomery B. Stewart; trustees, Robert E.
Lemuel Cushing, outlined the work of the Garnett, L. E. Cahill and Carl L. Rice.
association which had taken place since It was decided that the next meeting of the
the last meeting. A reading room and society should be held at Tulsa.
library for the use of members of the
The president has appointed the follow
association has been installed in the board ing committees for the ensuing year:
of trade building. The work of the
Constitution and by-laws: Arthur Jones,
association has had close cooperation on chairman, Carl L. Rice, W. L. Clark
the part of the school of commerce of
Legislative: Homer C. Hammonds, chair
McGill university during the past two years. man, Fred Parkinson, W. O. Ligon.
The successful candidates at the recent
Law enforcement: R. E. Garnett, chair
examinations were presented with their man, L. E. Cahill, M. B. Stewart.
certificates and applicants for membership
Education: Evans A. Nash, chairman,
in the association were elected.
H. Nelson Cornell, W. O. Ligon.
Budget and finance: Hugh M. Rush,
Oklahoma Society of Certified Public chairman, Tom Boydston, Tom F. Carey.
Membership: Burney Clack, chairman,
Accountants
Earle
R. Willson, D. C. Patterson.
A regular meeting of the Oklahoma
Society of Certified Public Accountants
was held October 24, 1925, at the Capitol
New York State Society of Certified
building, Oklahoma City. Eugene P. Gum,
Public Accountants
secretary of the Oklahoma bankers’ asso
A regular monthly meeting of the New
ciation, delivered an address on modern
banking conditions. A report was given York State Society of Certified Public
relative to litigation in the state courts, Accountants was held at the Waldorfwherein the Oklahoma accountancy law Astoria hotel, February 8th. The subject
was held unconstitutional. The educa of the meeting was income-tax procedure,
tional committee of the society was in and the programme was prepared under
structed to organize an educational and the direction of the special committee on
publicity campaign in behalf of the society. federal and state income tax, of which
It was decided that in the future all success Orrin R. Judd is chairman. The discus
ful applicants for certification in Oklahoma sion was led by Robert H. Montgomery
be invited to become members of the and Joseph J. Klein.
11
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Pennsylvania Institute of Certified
Public Accountants
On January 18th the Pennsylvania
Institute of Certified Public Accountants
held its regular monthly meeting. Presi
dent Magee presided at the meeting, which
was well attended. The election of eleven
new members was announced. The re
ports of officers showed a steadily increas
ing membership. Thomas B. Donaldson,
former commissioner of insurance of Penn

sylvania, delivered an address on insurance.
There followed an open discussion, during
which Mr. Donaldson answered questions
asked by members of his audience. Gard
ner W. Kimball, chairman, and the other
members of the committee on meetings,
have arranged an exceptionally attractive
series of meetings. Each meeting is de
voted to a special topic and the committee
provides each month some unexpected
entertainment which adds to the social
value of the evening.

REVIEWS
W. FRANK BANTA—“WASTES IN
DISTRIBUTION”

FLORENCE HOOPER — “ ACCOUNTING AS A
VOCATION FOR WOMEN”

An address delivered before the Chicago
Sales Managers Association, October 26,
1925.

Address delivered at the Eastern High
School of Baltimore, Maryland, December
31, 1925.

The usual interpretation of waste in distribution,
according to the speaker, refers to the channel
through which merchandise reaches the ultimate con
sumer. The method of distribution depends largely
upon the kind of merchandise in question. While
the wholesaler is often condemned, he is an important
agent. For instance, a wholesale grocer performs
the following functions: assembling of various kinds
of groceries; maintaining storage or warehouse;
financing accounts; repacking; actual selling; trans
portation. These activities would cause great ex
pense to the retailer if he had to perform them.
Mr. Banta said that a great deal of waste occurs
in managerial functions. For example, a company
often spends a disproportionate amount of money in
advertising to pave the way for its salesmen, and
then sends out salesmen who have not the proper
training to take advantage of the opportunities which
advertising has prepared. To eliminate such waste
salesmen should be trained to analyze their terri
tories and the potential buying power of their terri
tories.
The ultimate consumer finally pays for all the
wastes in distribution. Many organizations that
have an excessive inventory to reduce turn-over find
their capital tied up and often can not take advan
tage of the cash discounts and other advantages
made possible by having cash on hand. Analysis of
territories is often a waste unless the proper selection
of territorial men is made. Companies which are
noted for national advertising and for giving careful
and expensive training to salesmen are almost in
variably successful and usually show minimum
wastes in distribution. Many sales managers spend
unnecessary energy in securing new accounts when
half the expense might re-establish old accounts
which have been allowed to die. It is much easier
to sell to an old customer than to interest a new one.
Accuracy of statement and ethical conduct on the
part of salesmen always pay in securing customers
of the desirable type.

The speaker introduced her subject by outlining
briefly the essential characteristics of any vocation,
which she classified as to usefulness, profitableness
and congeniality. Miss Hooper stated that ac
countancy possesses all three of these elements.
The accountant is useful as a recorder of business
history, a composer of guides to profitable operation
of business and a guardian of business against crime.
The profession of accountancy offers a satisfactory
remuneration to the well qualified practitioner. It
is a congenial vocation, in that it affords many per
sonal contacts, mental stimulation and continual
openings into new fields of activity. The speaker
next discussed the development or evolution of an
accountant, telling how he or she passes through the
various stages of student, auditor, cost accountant,
systematizer and certified public accountant. She
also touched upon the related subjects of economics
and foreign exchange. The opportunities for women
in accountancy, according to the speaker, are
numerous and worth-while. Women may become
chief accountants in large business concerns. Many
women who have had training in accountancy have
become financial officers in women’s organizations,
teachers in schools of commerce or advisors of
women of wealth. The speaker closed her address
by stating that the field of public practice is con
siderably limited and intimated that the other
branches of accounting activity offer greater oppor
tunities for women at the present time.
GEORGE E. HUTCHISON — “HELPFUL HINTS
FOR RETAIL COAL MEN”

Article published in Black Diamond, Sep
tember 19, 1925.
The writer states that the coal industry is at pres
ent experiencing an unfavorable condition which is
felt particularly by the producers of Illinois, Penn
sylvania and Ohio, who are competing with non-
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union labor fields. Several suggestions which the
writer considers helpful to coal dealers are as follows:
Handle grades of coal which will satisfy customers;
give service to customers; be considerate of shippers;
extend credit only to trustworthy customers; be
satisfied with fair profits; give proper weight to the
costs of operation in computing selling price, espe
cially in regard to salaries of employees and the
weighting of the values of different grades of coal;
and have each executive take a regular salary out of
the business and charge it to wages.
According to the writer many retailers under
estimate expenses and fail to consider taxes, depre
ciation of equipment, shortage, uncollectible ac
counts and similar items. They also underestimate
their own services. Mr. Hutchison outlined a
suggested form of ledger page for keeping accounts.
The exchange of information among dealers
regarding credit ratings of their customers and the
use of cheque protectographs would curtail losses
due to fraud. Cooperation of coal dealers with
stove and furnace manufacturers may be advanta
geous. Advertising is necessary in the event of
competition of oil burners and coke burners, and
retail coal dealers often advertise in the wrong way.
The public is not interested in the technique of coal
quality, and advertisements in this industry should
stress the effect and economy of burning coal rather
than the technical aspects of the industry. Mechan
ical equipment, the writer proved by figures, reduces
costs of operation in a coal business of large size.
The writer outlined several methods for keeping
accurate record of transactions. In mentioning
systems he insisted that many systems are useless
because they are not adapted to the particular
business in which they are used. The system should
fit the business, not the business the system.
Proper accounts should be kept in the retail coal
trade as in other industries, and frequent review by
a certified public accountant is almost a necessity.

what constitutes an affiliation. Corporations en
gaged in the oil and gas industry are particularly
affected by the statutory mandate, for if the treasury
department holds that two or more corporations are
affiliated then consolidated returns must be made for
income-tax purposes. Should the treasury depart
ment reverse its decision and demand the consoli
dated return, subsidiary companies must adopt the
methods of accounting used by the parent company,
which may require wholesale reconstruction of the
books and accounts.
LEWIS WINTERMUTE—“ PROFIT-ANDLOSS STATEMENTS”

Address delivered before the fall con
ference of the American Bookkeepers’ As
sociation, December 12, 1925.
Mr. Wintermute said that the modern business
executive has little interest in his bookkeeping rec
ords beyond seeing the financial statements prepared
from them. Many statements do not give executives
the information desired. Sometimes a certain style
of statement is based entirely on precedent and ma
terial changes in the business may have been ignored.
The speaker advocated the analysis of statements by
the bookkeeper himself before they are presented to
the executives. Information should be definite and
as informative as possible.
The two general types of financial statement are
statements of condition and statements of progress.
The former is usually a balance-sheet. The state
ment of progress is known as the profit-and-loss
statement. The balance-sheet is static and gives
the condition of the business at a definite time. In
the profit-and-loss statement is consolidated the
effect of all income and expense transactions during
the interval between two balance-sheets. The two
major statements are not to be confused with the
bookkeeper’s trial balance, although the latter may
be the basis of preparing both balance-sheet and
profit-and-loss statement.
Certain forms of profit-and-loss statements have
become standard through custom and certain termin
ology and arrangement is universally accepted.
This facilitates comparison of statements. Stand
ardization, however, must be planned intelligently
and controlled by experts in accounting procedure.
It must be adhered to by a representative portion of
the industry in question. Financial statements
should be brief and omit unnecessary details which
tend to obscure important items. Division into
sub-statements induces clarity. In some cases the
trading section of the profit-and-loss statement is
prepared in columnar form, especially in industries
where it is desired to show results comparatively for
different classes of products. In spite of the desira
bility of standardization some flexibility in the form
of statement must be preserved to meet the need of
individual industrial establishments.
The speaker, in concluding, summarized as follows:
1. Financial statements are more important to the
executive than are the records from which they are
produced.
2. In most cases there should be no restriction in
the form and terminology of a statement except to
make certain that the best interests of the establish
ment are served.

W. SAREL LYNNE — “ PROVISIONS
REGARDING INCOME TAXES OF
INTEREST TO GAS M EN ”

Article published in Natural Gas, October,
1925.
The income-tax act of 1918 and the subsequent
acts contain provisions regarding affiliating corpora
tions in order to prevent evasion of taxation by the
formation of subsidiary companies. The treasury
department has interpreted these provisions and has
issued regulations as to what constitute grounds for
affiliation. The writer states that it is his purpose
to emphasize the fact that the decisions made by the
board of tax appeals have brought about a material
change in the interpretation of “ control.” In the
case of Isse Koch & Co. it was decided that legal con
trol is not the only control intended by statute.
Moral control is now admitted to be control for the
purpose of deciding a question of affiliation. In view
of the change of the interpretation of the statutes by
recent rulings, there is a prospect of the re-opening of
many affiliation questions and perhaps a reversal of
decisions already made by the treasury department.
On November 22, 1924, a general hearing convened
in Washington for taxpayers interested in affiliation.
This meeting indicates a tendency to crystallize a
clear and concise application of the statute as to
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3. It is essential to an establishment that per
manent standardization of form be adopted in order
that comparisons may be intelligently made, one
period with another.
4. It would be wise if all establishments in the
same industry were to adopt comparable forms for

their statements in order that intelligent comparisons
could be made.
5.
A profit-and-loss statement should show more
than the bare facts and would be improved by
digest and interpretation on the part of the book
keeper.

COURT DECISIONS
(In this issue of the Bulletin the court
decisions summarized are confined to the
subject of taxation.)

Nebraska
The supreme court of Nebraska, in the
case of Peters Trust Co. versus Douglas
County, No. 24184, made the following
statement in regard to taxation: “ It is the
settled policy of our law to guard against
double taxation, even though such taxation
be not unconstitutional.” The Peters
Trust Co. appealed from judgment of the
district court sustaining order of the board
of equalization refusing to allow deduction
for assessment for taxation. The appellant
claimed two deductions, one for the as
sessed value of real estate owned by it
outside the state; and another for the capi
tal stock of a Nebraska corporation, owned
by the company, and representing a ninetynine year leasehold interest in certain
building property (the assessed valuation of
such real estate being greater than the de
duction claimed). The court stated that if
the assessed value of the property outside
the state were not deducted, and the capi
tal stock were assessed at full face value,
there would be double assessment and
double taxation. Also, since the state
could not directly tax property permanently
located in another state, it could not tax
the capital stock of the corporation owning
the property without deduction for the en
hancement which the value of such property
gives to the value of such stock; for this
would be not only double taxation but a
taking of private property without due
process of law. In regard to the second
claim for deduction, the appellant had in
vested in the purchase of this stock in
order to secure a leasehold on a certain
building and had expended a further sum
in improving this real estate. This build
ing was otherwise assessed, and the assessed
valuation for the year in question exceeded
the total of appellant’s expenditure de
scribed, for which deduction was claimed.

Federal
A tax voluntarily paid is not recoverable,
according to a decision of the circuit court
of appeals, second circuit, in a case of
Walsh, collector of internal revenue, versus
Capewell Horse Nail Co. Payment of tax
without protest by the taxpayer who had
filed an appeal for abatement, however, was
held not voluntary, precluding recovery in
the absence of a showing that he indicated
by his conduct at the time of payment that
he did not protest, since appeal for abate
ment is clear enough expression of dissent.
National banks are not merely private
moneyed institutions, but agencies of the
United States, created under its laws to
promote its fiscal policies. Hence, such
banks, their properties and their shares
can not be taxed under state authority,
except as congress consents, and then only
in conformity with restrictions. (First Na
tional Bank of Guthrie Center versus Ander
son, county auditor, et al., January 4, 1926.
No. 26.)
Transfer of shares of corporate stock in
volved in “ loan” and “ return” transac
tions incidental to “ short sales”, evidenced
by loan tickets and borrowed stock return
tickets were held taxable transfers under war
revenue act, 1917, tit. 8 , schedule A, par. 4
(Comp. St. 1918, par. 6318 h), and revenue
act, 1918, tit. 11, schedule A, par. 4 (Comp.
St. Ann. Supp. 1919, par. 6318 p). “ Short
sale” was defined as a contract for sale of
shares of stock which seller does not own,
or certificates for which are not within his
control, so as to be available for delivery at
the time when, under rules of the exchange,
delivery must be made. (Provost et al.
versus United States, January 4, 1926. No.
258.)
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The court noted here also a feature of
double taxation, and reversed the decision
of the district court, thereby allowing both
the desired deductions.

cedent’s death, due to an error in comp
troller’s office, in no way attributable to
executors or estate, interest is not collect
ible under transfer-tax act, paragraphs 5
and 6 , in action under section 21 , provided
payment be made promptly after levy.
(Bugbee, comptroller, versus Tatum, preroga
tive court of New Jersey, December 24,
1925.)

New Jersey
Where a transfer tax is not assessed and
levied until after a year from time of de

OBITUARY
1925, at his home in Little Rock. At the
Frank Wittenberg
time of his death Mr. Wittenberg was
Frank Wittenberg, member of the Ameri president of the Arkansas Society of
can Institute of Accountants and certified Certified Public Accountants. He was
public accountant, died December 22, sixty-eight years old.
HERE AND THERE
Lingley, Baird & Dixon, 120 Broadway,
New York, announce that John F. McCabe
has been admitted as a partner in the firm.

T. Coleman Andrews announces that A.
W. Burket has been admitted to member
ship in the firm of T. Coleman Andrews &
Co., Richmond, Virginia.

Harold E. Peters and Walter E. Leary
announce the formation of the firm of
Peters & Leary with offices at 181 Devon
shire street, Boston, Massachusetts.

J. M. Cumming and James Walton an
nounce that the firm of Cumming & Walton
has been dissolved by mutual consent. Mr.
Cumming will continue the practice of pub
lic accounting under the name of Cumming
& Co., with offices in the Fulton building,
Pittsburgh, Pennsylvania, and Southern
building, Washington, D. C. Mr. Walton
will continue the practice of law with offices
in the Fulton building, Pittsburgh, Penn
sylvania.

Charles H. Petersen and Jesse R. Carter
announce the formation of a partnership
under the firm name of Petersen, Carter &
Co., with offices in the Alaska Commercial
building, 310 Sansome street, San Francisco,
California.
Richter & Co., and Scott, Boschert & Co.
announce the consolidation of their organi
zations under the firm name of Richter &
Co., effective February 1, 1926. H. B.
Scott will continue the practice of account
ing as a member of the firm at its offices
in the Farmers Bank building, Pittsburgh,
Pennsylvania.

The association of Joseph Gill and Fred
eric Francis & Co. has been discontinued.
Mr. Gill will continue the practice of public
accounting at 2 Rector street, New York.
Frederic Francis and Co. will practise at 25
West 43rd street, New York.
Wayne Kendrick and Lester A. Pratt
announce the formation of a partnership
under the firm name of Kendrick, Pratt &
Co., Hibbs building, Washington, D. C.

Gordon E. Townsend announces the
opening of an office at 301 Ward building,
Battle Creek, Michigan, on February 1 ,
1926.

Charles A. Klein and Harry Goodkin
have formed a copartnership under the
firm name of Charles A. Klein & Co., as
successors to Charles A. Klein, with offices
at 67 Wall street, New York.

Arthur Wright announces that the street
number of his office building has been
changed from 489 to 2015 Genesee street,
Utica, New York.
15

Bulletin of American Institute of Accountants

H. Winfield Wright & Co. announce the
removal of offices to 420-422 Drexel build
ing, Philadelphia.
*

*

*

The following information is derived from
reports sent by members and associates on
blanks distributed by the bureau of public
affairs:
Albert L. Andrus, has been appointed by
the City club of Portland, Oregon, chairman
of a committee to investigate the teacher’s
tenure of office and pension system.
H. G. Humphreys of Tulsa, Oklahoma,
spoke before the American Petroleum In
stitute at Los Angeles, January 21st, on a
suggested outline of operating accounts for
the petroleum industry.
J. Hugh Jackson of Harvard university,
addressed the accounting and financial
sections of the Rochester chamber of com
merce, January 12th, on cost accounting
and the auditor. Mr. Jackson is vicepresident of the American Association of
University Instructors in Accounting, and
chairman of the committee on cooperation
with the American Institute of Account
ants.

Newberger on inculcating honesty. Mr.
Newberger wrote an article on closing books
for income tax, which was printed in the
January issue of The Starchroom Laundry
Journal.

Homer S. Pace was the author of an
article, “ Trained business men win for
United States,” which was published in the
New York World on January 8th.
William A. Ullrich, Dayton, has been
elected vice-president in charge of promo
tion of the Society of Industrial Engineers.
F. M. Weaver, Kansas City, Missouri,
addressed the Clearing House Association
of Kansas City, Kansas, December 14th, on
certified balance-sheets as a basis for credit.
C. Oliver Wellington, Boston, addressed
the Springfield Kiwanis club, December 9th,
on the crime tendency in business. On
December 16th Mr. Wellington spoke
before a joint meeting of the National As
sociation of Cost Accountants and Credit
Men’s Association of Syracuse, New York,
on how to read a balance-sheet and oper
ating statement.
John R. Wildman, New York, addressed
the New York Credit Men’s Association,
January 18th, on interpretation of finan
cial statements.

Caddie H. Kinard, El Dorado, Arkansas,
spoke on the proposed revenue act of 1926
as compared with the revenue act of 1924 at
a meeting of the Rotary club of El Dorado,
January 13th.

Arthur Wilmott, Brooklyn, New York,
spoke before the Flatbush chamber of
commerce, November 18th, on personal
observations on economic and civic condi
tions in Britain.

Joseph J. Klein delivered an address,
“ Interpretation of financial statements
from the credit man's point of view,” at a
meeting of the New York Credit Men’s
Association held January 19th at the Hotel
Astor, New York.

Brigadier General S. H. Wolfe, New
York, as a ranking officer in the finance reserve corps of the United States army, was
ordered into active duty in the army for
fifteen days during January, and by direc
tion of President Coolidge investigated cer
tain appropriations which were included
in the current budget. The outcome of
General Wolfe’s investigations resulted in a
reduction of more than $60,000,000 in the
appropriations asked for from congress.
Since General Wolfe’s return from France
he has worked with Brigadier General Lord,
director of the bureau of the budget, in the
perfection of the federal budget system.

A. D. Lewis, Casper, Wyoming, has com
pleted an audit of the Casper community
chest. Mr. Lewis has also been appointed
to make an audit of the affairs of the city
of Casper.
Samuel Newberger, New York, was the
author of an article on how to close books
for income-tax purposes, which appeared in
the January issue of the American Bank
ruptcy Review. The New York Times of
November 26th contained a letter by Mr.
16
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Special Committee for Placements
The bureau for placements, under the
direction of the special committee for place
ments, whose organization and functions
were announced in the February Bulletin,
has made substantial progress in its pro
gramme to interest college graduates in
entering the profession of accountancy.
The committee has prepared a brochure
briefly describing the work of accountancy
and indicating the opportunities in the
profession. Advance copies of this bro
chure have been sent to the presidents of a
number of well known colleges and univer
sities throughout the country. To date,
sixty replies have been received. All have
expressed interest in the plan and agreed to
cooperate with the Institute, and many have
written at length warmly endorsing the pro
posal. The committee plans to distribute
ten thousand copies of this brochure to
interested students, using at each school the
method of distribution recommended by
the school officers.
Arrangements are also being made to give
publicity to the plan by articles in student
publications and at some colleges by ad
dresses to students by members of the
Institute.
Questionnaires will be mailed to all
applicants, to obtain information which will
be of value in determining whether or not a
man is fitted to take up accountancy with
satisfaction to himself and his employer.
These forms will be examined carefully by
the committee and men who seem promising
will be interviewed by a member or rep
resentative of the committee. The results
of these interviews will be recorded in detail.
Arrangements will be made to have the

SERIES B, No. 23

questionnaires and the record of the
preliminary interviews available to all
employers desiring men. Final arrange
ments for employment will be made between
employer and applicant at a personal inter
view.
While the support of a number of firms
was assured before the bureau was or
ganized, it is important that the entire
membership should be interested. The
members of the committee have given a
great deal of time and thought to the prob
lems involved and believe that they will be
able to obtain men who will be very de
sirable assistants when properly trained.
They do not believe that a college training is
of value to every man who receives it, but
they do believe that it is helpful to men of
the right sort and that the bureau can
obtain the best type of man.
Many commercial organizations now go
to the colleges each year to select men. It
is felt that the collective efforts of this
bureau in behalf of all members can meet this
situation more effectively than the individ
ual firms acting alone. It is hoped that the
service can be developed so satisfactorily
that it will appeal to the firms which now
have similar arrangements of their own.
No applicants will be accepted who are
not willing to agree to remain with the
firm employing them for at least three
years, and employers will be expected to
agree to retain them for that period, if
their work proves satisfactory, at an initial
salary of at least $125 a month.
The essential requirement of all appli
cants will be a broad general education.
Many men will also have taken some courses
in bookkeeping and accounting, but they
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February 24, 1926.
will all need intensive training in the
The Secretary,
technique of accountancy after graduation American
of Accountants,
from college. The arrangements for this 135 Cedar Institute
Street, New York.
technical training at vocational schools or
D e a r S i r : The litigation seeking to annul the
in the accountant’s own organization will Illinois Accountancy Act of 1925 has been successful.
Reputable public accountants throughout the
be made in each case at the interview
country were dismayed by the passage of this act
between employer and applicant.
last summer. Its effect would have been to extend
Experience has demonstrated that such state
recognition to persons claiming to be account
men develop rapidly and after three years ants, without requiring them to make even a sem
on the staff should approach the status of blance of a showing of their qualifications. Its
senior accountants. No men will be ac proposal seemed prompted by a determination to
professional standards.
cepted who do not show promise of develop lower
To meet the situation, the president of the Illinois
ment into seniors.
Society of Certified Public Accountants appointed
No fee will be required from the students. a Special Committee consisting of
In order that the bureau may be self sup
Arthur Andersen, Chairman
C. R. Whitworth
porting, members will be asked to pay a fee
George W. Rossetter
for each man accepted through its efforts.
F. B. Andrews, and
In the Bulletin of February 15, 1926, the
W. M. LeClear.
fee mentioned was $50, but it now appears The committee retained the law firms of Defrees,
that it may be possible to reduce the fee— Buckingham & Eaton and Dodd, Matheny &
perhaps even as low as $25. The fees must Edmunds, who advised injunctive process against
be sufficient to cover the bureau’s expenses, enforcement of the new act. The injunction was
by the lower court. The matter was then
and the amount of each fee will depend to refused
taken on appeal to the supreme court of Illinois and
some extent upon the number of men there argued last December, with the result that
placed.
on February 18, 1926, the supreme court of Illinois
While it may seem an early date to con rendered a decision holding the new law unconstitu
and invalid. A copy of this decision is en
sider the requirements for next summer and tional
closed herewith.
fall, it is necessary that the committee know
Yours very truly,
a t once the number of men who will be
L e w i s A s h m a n , Secretary .
required. A questionnaire is sent with this
Bulletin to all members and associates of
The text of the court opinion is as fol
the Institute and the committee expresses lows:
the hope that they will make their responses
S u p r e m e C o u r t o f I l l in o is
a t the earliest possible date to the American
February term, A. D. 1926
Institute of Accountants, Bureau for Place
George E. Frazer, et al., appellants, v. A . M. Shelton,
ments, 135 Cedar Street, New York.
as director of the department of registration and
education, state of Illinois, appellee

Board of Examiners
As announced in previous issues of the
Bulletin , the next examinations of the
American Institute of Accountants will be
held May 13 and 14, 1926. All applicants
who desire to sit for these examinations
should submit their applications at the
earliest possible date, as the board of
examiners will have difficulty in consider
ing applications received later than sixty
days before date of examinations.
Illinois Law Unconstitutional
The supreme court of Illinois in an opin
ion rendered February 18, 1926, declared
unconstitutional the Illinois accountancy
act of 1925. The following letter has been
received from the secretary of the Illinois
Society of Certified Public Accountants:

Appeal from circuit court, Sangamon County
Opinion of the supreme court rendered February
18, 1926
Mr. Justice Stone delivered the opinion of the
court:
Appellants filed a bill against appellee, as director
of the department of registration and education of
the state of Illinois, seeking to enjoin the enforce
ment of a certain act relating to the business of
accounting, on the ground that the act is unconstitu
tional, unreasonable, and constitutes an arbitrary
and improper exercise of the police power of the
state. Appellee demurred to the bill and the demur
rer was sustained. Appellants having elected to
abide the bill the same was dismissed for want of
equity. The cause is brought here for review and
various grounds of attack on the constitutionality of
the act are assigned and argued.
The statutes attacked are, first, an act entitled
“ An act in relation to the practice of public accoun
tancy and to repeal a certain act therein named,"
passed by the legislature in 1925, (laws of 1925, p.
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505,) and a companion act amending section 60 of an
act commonly known as the civil administrative code,
(laws of 1925, p. 577.) The attack on the latter
act is based on the invalidity of the accountancy act,
against which the arguments of counsel are leveled.
The first section of the accountancy act provides
that after the first day of October, 1925, it shall be
unlawful for any person to practise or attempt to
practise as a public accountant or certified public
accountant without a certificate of registration as
such issued by the department of registration and
education pursuant to the amendment of section 60
of the civil administrative code, hereinbefore re
ferred to. “ Public accountancy" is defined by sec
tion 2 of the act as “ accounting or auditing service as
distinguished from bookkeeping, on a fee basis, per
diem or otherwise, for more than one employer.” It
is provided by section 3 of the act that any citizen of
the United States, or one who has declared his inten
tion of becoming such, and who resides in or has a
place for the transaction of business as a public
accountant in the state, if he be over the age of twen
ty-one years, of good moral character, has an educa
tion equivalent to a four-year course in high school,
and has received from the department of registration
and education, under the provisions of the act, a
certificate of his qualifications to practise as a public
accountant, shall by styled and known as a public
accountant, “ and no other person shall assume such
title or use any abbreviation thereof, or other words
or letters signifying that the person using the same is
a public accountant, except as permitted by this act.”
It is also provided in that section that five years’
experience of the applicant as a public accountant in
business for himself or in the employ of a public
accountant shall be accepted as equivalent to a highschool education. Section 4 provides that any per
son having the qualifications referred to in section 3,
and who shall have received from the department of
registration and education, under the provisions of
the act, a certificate of his qualifications to practise as
a certified public accountant, shall be styled and
known as a certified public accountant, and “ no
other person shall assume such title or use the abbre
viations ‘C. P. A.’ or any other words or letters signi
fying that the person using the same is a certified
public accountant, except as permitted by this act.”
It is made clear by these provisions that one who has
received from the department of registration and
education a certificate qualifying him to pratcise as a
public accountant is not entitled, under the act, to
hold himself out as a certified public accountant or
use the letters “ C. P. A.” or any words or letters of
such significance, and that one who has not received
a certificate provided for in these or subsequent sec
tions is not permitted to practise accountancy for
more than one employer. Section 5 provides that
the department of registration and education shall
make the necessary rules and regulations regarding
examinations and the time thereof. Section 6 speci
fies the subjects on which examinations shall be held.
It then provides: "Each candidate who passes said
examination shall thereupon receive a certificate of
his qualifications to practise as a public accountant
from the department, which certificate shall state
that said candidate has successfully passed the exam
ination in order to be qualified and known as a
'public accountant’ and shall authorize the said
successful candidate to so style himself and to be
known as such.” Section 7 fixes the fees for such

examination. By section 8 it is provided that those
who shall have received a certificate as a certified
public accountant from the University of Illinois un
der the accountancy act of 1903 may practise under
this law without further examination. By section 9
any person holding a valid and unrevoked certificate
as a certified public accountant issued by any other
state or territory or by the District of Columbia
who desires to practise as a certified public account
ant in this state may present his application for a
certificate as a certified public accountant in this
state, together with the required fee and such infor
mation as the department may consider necessary,
and the department, if it be satisfied that the re
quirements for a certificate in such other state or
territory or in the District of Columbia are equival
ent to those in this state and that the applicant has
the qualifications required of an applicant in this
state, may issue a certificate as a certified public
accountant to such applicant without examination,
provided such other state or territory or the District
of Columbia extends a similar privilege to certified
public accountants of this state. Section 10 provides
for the revocation of certificates issued under this
act or any prior act. It is provided by section 11 that
nothing in the act shall prohibit a certified public
accountant holding an unrevoked certificate issued
in compliance with the law of another state, from
practising in this state and styling himself a certified
public accountant, provided he register annually
with the department and pay the annual license fee
provided in the act. All who are permitted by the
department to practise as certified public accountants
or as public accountants are required by section 12 of
the act to pay an annual license fee of five dollars.
By this section it is made unlawful for any public
accountant under this act to practise as such after
ten days from the date on which such license fee is
due. Certified public accountants do not appear to
be made subject to this penalty. Section 13 is as
follows: “ The department of registration and
education shall waive the examination and issue a
certificate to any person who is a citizen of the United
States or has duly declared his intention of becoming
a citizen, who resides in the state of Illinois and who
applies therefor on or before October 1, 1925, per
mitting such person to practise as a public account
ant: Provided, that such person, on July 1, 1925, shall
be practising as a public accountant on his own
account, or shall have had five years’ experience in
the employ of either a certified public accountant or a
public accountant.” By section 14 it is provided
that nothing in the act shall be construed to prevent
the employment by a certified public accountant or
public accountant, or a firm of such, of unlicensed em
ployees, provided such employees work under ade
quate control and supervision of a certified public
accountant or licensed public accountant, and pro
vided that such employees do not certify to the
accuracy of any audit or statement made by them or
their employer. Section 15 provides the penalties for
a violation of the act, and section 16 provides that
certified public accountants or public accountants of
other states may practise in this state in pursuance of
any engagement originating from without this state,
provided such accountants register with the depart
ment and pay the annual license fee. Section 17
repeals the act of 1903 relating to certified public
accountants.
By the amendment of section 60 of the act known
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as the civil administrative code it is provided that the
department of registration and education shall desig
nate a board of three persons for the purpose of as
sisting in the carrying out of the act in relation to
accountancy. It is provided that this board shall
consist of one public accountant, one certified public
accountant and one lawyer, each of whom has been
actively engaged in the practice of public accoun
tancy or of law for at least five years next preceding
his appointment. It is by that act made their duty
to conduct necessary investigations and examinations
and report to the department.
Appellants contend that the accountancy act is
unconstitutional for the reason that it violates section
22 of article 4 of the constitution, prohibiting special
privileges, and the fourteenth amendment to the
constitution of the United States, in that it denies
equal protection of the laws. It is also contended
that the act is an unreasonable exercise of the police
power.
In support of the first contention it is pointed out
that the act confers a special privilege on a limited
class of persons, namely, those persons who on the
first of October, 1925, were holding certificates as
certified public accountants, and those who under
the reciprocity provision in section 9 hold unrevoked
certificates as certified public accountants from
other states or such as are included in section 11, and
that no other person may practise in Illinois as a
certified public accountant and no citizen of the state
may become such under the act. If this complaint is
well founded the act is invalid as contravening sec
tion 22 of article 4 of the constitution of this state,
which provides: “ The general assembly shall not
pass local or special laws . . . granting to any cor
poration, association or individual any special or
exclusive privilege, immunity or franchise what
ever.” An examination of the act shows that no
provision is made for licensing any citizen of Illinois
as a certified public accountant who was not such at
the time the act went into effect. The only provi
sion for the issuance of a certificate by the depart
ment of registration and education in case of exam
ination, or to any one after October 1, 1925, other
than persons holding foreign certificates or certifi
cates under the act of 1903, is found in section 6,
where it is provided that each candidate who passes
the examination shall receive a certificate of his qual
ifications to practise as a public accountant, and he
shall be qualified and known as a public accountant.
Section 4 of the act provides that anyone who shall
receive a certificate of his qualifications to practise as
a certified public accountant under the act may be
known and styled as such, and no other person may
assume the title or use the insignia thereof, either by
words or letters. Under the act the only persons,
other than those holding foreign certificates, who
may receive certificates as certified public account
ants are those who were certified public accountants
on October 1, 1925. By section 3 any person who
has received a certificate from the department en
titling him to practise as a public accountant may be
known as such and no other person shall assume that
title.
While the examinations provided for in section 6
take no account of distinctions between public ac
countants and certified public accountants, by sec
tion 4 a person who receives a certificate as a “ public
accountant ” may not hold himself out as a “ certified
public accountant,” for, as we have seen, the language
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of that section is, “ no other person ” shall assume the
title or use the insignia of the title of certified public
accountant. The qualifications prescribed by sec
tions 3 and 4 of the act for public accountant and
certified public accountant are the same except the
requirement that the certificate of the board be had,
which in section 3 is a certificate as public accountant
and in section 4 a certificate as a certified public
accountant. It appears clear, therefore, that the
act necessarily operates to the advantage of the few
persons who held certificates as certified public
accountants prior to October 1, 1925, and those
holding such certificate from an outside state, and
discriminates against all other persons engaged in the
business of accountancy, none of whom can ever
become a certified public accountant in this state.
An accountant who is employed by more than one
employer, thereby under section 2 of the act practis
ing public accountancy, or one who is certified as a
public accountant who desires to take an examina
tion and have issued to him a certificate showing that
he is a certified public accountant, finds in the act no
means of accomplishing that end. The department
is by the act given no authority to issue any certifi
cate except that of public accountant.
Appellee contends that there is no difference be
tween a public accountant and a certified public
accountant; that the law recognizes none, and that
one who is, in fact, certified by the department as
a public accountant is, in effect, a certified public
accountant. This contention is not sustained by
the language of the act. Section 4, as we have seen,
prohibits the use of the term “ certified public ac
countant” by any person who does not meet the
description of a certified public accountant as given
in the act, and there is no way in which he can do so.
It will be also noted that throughout the act ac
countants appear to be classified as public account
ants and certified public accountants. The com
panion act amending section 60 of the civil adminis
trative code specifies that the examining board
shall consist of one public accountant, one certified
public accountant and one lawyer. Throughout
the history of the law in relation to accountancy
in this and other states there runs a distinction be
tween a public accountant and a certified public
accountant. In this state, under the act of 1903,
(Smith’s Stat. 1925, chap. 110½,) the opportunity
to receive a certificate from the University of
Illinois as a certified public accountant, under the
examinations prescribed, was open to anyone.
No one was denied the privilege of holding himself
out as a public accountant. Legislation on this
subject in this and other states indicates that there
is in the public mind, and in legislation as well, a
recognized distinction between a public accountant
and a certified public accountant. The act under
consideration here not only does not destroy that
distinction, but, on the other hand, accentuates it.
In the states of Louisiana, Maryland, Michigan,
North Carolina and Tennessee acts have been passed
providing for the registration of accountants, both
as certified public accountants and as public account
ants. In none of these states except Tennessee is
one prohibited from practising accountancy, but the
certificate as certified public accountant is by the
act taken as evidence of investigation and certifica
tion of certain qualifications which are not so signi
fied by the certificate as public accountant. No
one in the four states mentioned is denied the right

Bulletin of American Institute of Accountants
to do accounting for as many persons as will employ
him. Numerous states have likewise provided that
certain audits and investigations shall be made by
certified public accountants. In Massachusetts the
legislature in 1921 passed an act authorizing certified
public accountants, approved by the state commis
sioner of banks, to make audits of savings banks.
(Mass. Gen. Laws of 1921, chap. 168, sec. 17.)
In Pennsylvania it is provided that certain school
districts may employ certified public accountants
to audit their books. (Pa. Laws of 1925, secs.
2603, 2523.) In Michigan, finance companies
operating under declarations of trust are required to
be examined by the state banking commissioner,
who is in turn authorized to accept the report and
audit of a certified public accountant in place of such
examination. (Mich. Pub. Acts of 1925, p. 461.)
Accounting or auditing, by reason of very great
increase in industrial development, has become a
vocation of increasing importance. In addition to
its many uses in a commercial way those uses have
increased under various laws concerning munici
palities and through the taxing provisions of state
and federal laws. In 1924 congress created the
United States board of tax appeals, authorized to
adopt rules pertaining to the conduct of its business.
An examination of those rules discloses that the
only accountants authorized to appear and practise
before those boards are certified public accountants.
From a consideration of these various laws and the
usages commonly known to all engaged in such busi
ness as requires the services of an accountant, it
must be said that there is in the public mind a marked
distinction to be drawn between a public accountant
and a certified public accountant, and it is evident
that the act under consideration here does not tend
to destroy such distinction. That distinction, to
gether with the fact that under this act no citizen
of Illinois not now a certified public accountant
can become such, clearly demonstrates a special
privilege accorded to those who are allowed to hold
themselves out as certified public accountants and
a discrimination against those who are not allowed
so to do or to become certified public accountants.
This discrimination is not founded on any reasonable
basic classification.
There is another unreasonable discrimination
appearing in the act. By section 13, as we have seen,
examinations are waived and certificates must be
issued to any person who is a citizen of the United
States or has duly declared his intention to become
such, who resides in this state and who applies, on
or before October 1, 1925, for a certificate permitting
him to practise as a public accountant, provided
such person shall on July 1, 1925, be practising as a
public accountant on his own account or shall have
had five years’ experience in the employ of either a
certified public accountant or a public accountant.
By this act, one who on June 30, 1925, commences
practising as a public accountant on his own ac
count may register as such on or before October 1,
1925, because he was practising as a public account
ant on his own account on July 1, 1925, and this
though he shall have had no previous experience,
while one who has had four years and eleven months’
experience in the employ of either a certified public
accountant or a public accountant can not receive a
certificate as public accountant without examina
tion. There is no reasonable basis for the discrimi
nation between such two persons. While a statute

intended to be prospective may provide that it shall
not apply to those already in the occupation to be
licensed, under conditions named, {People v. Logan,
284, Ill. 83; People v. Evans, 247 id. 547; Williams v.
People, 121 id. 84;) such exemption must be made to
apply, equally to all similarly situated. Again, by
section 9 of the act a person holding a certificate as a
certified public accountant of another state or terri
tory who desires to be registered and receive a cer
tificate as a certified public accountant of this state
must pay the sum of $25, and if he would escape
examination he must satisfy the department that the
state issuing the certificate to him has requirements
equal to those of this state and that the applicant is
qualified to that extent, though under section 11 one
who holds a certificate of certified public accountant
of another state or territory may come into this
state and practise by registering and paying the
annual license fee of five dollars. So far as the pro
visions of the act are concerned, he may move into
the state and continue his business as a certified
public accountant without the certificate of the
department that he is qualified as such and without
inquiry on its part as to the requirements of the state
issuing the certificate to him. It is thus seen that in
the second case a certified public accountant under
a foreign certificate, merely by registering and paying
the annual fee, has all the benefits of the act that
would flow to such certified public accountant who
desires to have or has the certificate of the depart
ment of this state. Again, by section 12 public
accountants are subject to a penalty should they
practise when their annual license fee is ten days
overdue, though no such penalty is imposed on cer
tified public accountants. A statute can not be
sustained which applies to some persons or cases and
does not apply to all persons and cases not essen
tially different in kind. (Josma v. Western Steel Car
Co. 249 Ill. 508; Off & Co. v. Morehead, 235 id. 40;
Braceville Coal Co. v. People, 147 id. 66; Frorer v.
People, 141 id. 171; Millett v. People, 117 id. 294.)
Another question is raised. It is objected that
the act is an unreasonable exercise of the police
power. The term “ police power” comprehends the
power to make and enforce all wholesome and rea
sonable laws and regulations necessary to maintain
the public health, comfort, safety and welfare.
Section 1 of article 2 of the constitution provides:
“ All men are by nature free and independent, and
have certain inherent and inalienable rights—
among these are life, liberty, and the pursuit of
happiness.” The right to follow any of the common
occupations of life is an inalienable right. That
right is one of the blessings of liberty, and is ac
corded as a privilege to the citizens of the United
States by the preamble to the federal constitution,
and by the Declaration of Independence, under the
language, “ pursuit of happiness.” The right of a
citizen to pursue ordinary trades or callings upon
equal terms with all other persons similarly situated
is a part of his right to liberty and property. (Bes
sette v. People, 193 Ill. 334; Allgeyer v. Louisiana,
165 U. S. 578; Powell v. Pennsylvania, 127 id. 678.)
“ Liberty,” as used in the constitution, embraces the
free use by all citizens of their powers and faculties,
subject only to the restraints necessary to secure the
common welfare. The right to contract is both a
liberty and a property right. (Frorer v. People,
supra; Braceville Coal Co. v. People, supra.) It is,
of course, well established that the right to liberty,
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various states on this subject have authorized the
conferring of degrees upon accountants who pass
an examination or have provided for the issuance of
certificates of qualification. These laws have been
passed in the interest of those engaged in the business
and for their protection and advantage rather than
in the interest of the public welfare.
Counsel for appellee have cited cases which hold
that the accountancy acts considered therein are
valid. The acts referred to in those cases, however,
contained no provision prohibiting any citizen fol
lowing the business of an accountant though em
ployed by more than one employer. They are acts
which regulate the use of the term “ public account
a n t” or “ certified public accountant.” Section 1 of
the act under consideration here makes it unlawful
for one who has not been certified by the department
of registration and education to practise the business
of accountancy, which section 2 defines as such em
ployment by more than one employer.
In People v. Marlow, 203 N. Y. Supp. 474, a law
prohibiting the use of the degree or title of certified
public accountant, or “ C. P. A.,” by one who had
not obtained a certificate from a designated board
was sustained on the ground that public accountancy
is a well recognized business, and that the following of
that business was not by the act made to depend upon
the issuance of a license or special qualification, but
the statute prohibited the use of such title or degree
without the certificate of the board.
In Henry v. State, 97 Tex. Crim. 67, 260 S. W. 190,
Henry was prosecuted for holding himself out as a
holder of a degree as a certified public accountant
and using the initials “ C. P. A.,” though a statute
of that state prohibited the use of such term without
proper certificate. The law was sustained, and the
court stated that the act was not invalid since it did
not inhibit the pursuit of the occupation of accounttant, but only the unauthorized use of the term
“certified public accountant ” or the letters “C. P. A.”
In Lehmann v. State Board of Public Accountancy,
208 Ala. 195,94 So. 94, a law requiring a certificate of
a designated board as a prerequisite to the use of the
term “ certified public accountant” or the letters
“ C. P. A.” was held valid because the restriction was
with reference to the accountant holding himself out
as a certified public accountant, and it is pointed out
that the act did not prohibit any citizen from follow
ing the vocation of an accountant. To the same
effect is State v. DeVerges, 153 La. 349, 95 S. E. 805.
Counsel have cited no case, and we are aware of
none, which holds valid an act which prohibits a
citizen following the occupation of accountant or
limits his employment to one person or firm unless he
have a certificate. In State v. Reidell, 233 Pac.
(Okla.) 684, a law similar to the one under considera
tion here was held invalid as not within the police
power in so far as it prevented the practice of ac
countancy without a certificate of a board created by
the act. An act designed to secure the comfort,
safety, or welfare of the public must appear to be
adapted to that end. It can not invade the rights of
personal liberty or of property under the guise of
police regulation, when, in fact, it bears no reasonable
relation to some purpose within the power of the
state. Burdensome restrictions may not be imposed
on the ordinary vocations of the citizen unless such
restrictions are necessary in the furtherance of some
purpose within the competency of the state. (People
v. Love, 298 Ill. 304; People v. Steele, 231 id. 340;

property and the pursuit of happiness is subject to
the reasonable exercise of the police power of the
states. The end to be secured by the exercise of the
police power is the furtherance of the public health,
comfort, safety or welfare, and unless an act restrict
ing the ordinary occupations of the citizen can be
shown to fall within the police power such act is
void, as violating the right of the citizen to liberty
and the pursuit of happiness. Whether or not the
regulation of an occupation has in it the elements of
protection to the public health, comfort, safety or
welfare is a matter not always easy to determine.
The question is here presented. Does the business
of accounting affect the public health, comfort,
safety or welfare? Unless it does its restriction is not
permitted under the constitution. It is readily
seen that the profession of law, by reason of its
influence on the safety of the rights of property and
liberty, does affect the public welfare; that the science
of medicine, surgery and other treatment of human
ills or the prevention of disease directly affects the
public health; and that the manner of construction
of buildings may well be said to affect the public
safety. What is there in the business of accounting
upon which the exercise of the police power may be
based? Any act of accounting, as distinguished
from bookkeeping, when for more than one employer,
is deemed by this act to be public accounting and
may not be engaged in without the prescribed certifi
cate. The statute in this case is not limited to those
who would do an accounting business with munici
palities or other public agencies, therefore the
necessity for police regulation must appear, if at all,
by reason of the relationship of an accountant to
private business concerns by which he is employed
and thereby to the public welfare. An " accountant,"
as that term is defined by standard lexicographers, is
one who is skilled in, keeps or adjusts accounts.
Accounting is defined as the act or system of making
up or stating accounts. It is readily seen that an
incompetent accountant may render an inaccurate
report and cause his employer to make a business
error. This creates no effect upon the public, how
ever, unless the relationship existing between the
public welfare and the private business so affected is
so close as to establish that influence. Assuming
that an audit shows a business failure, such failure,
while by no means desirable, does not ordinarily
affect the public welfare, and if it did, it is not the
work of the accountant but the condition of the busi
ness that bears such influence. In order to say that
private business must, in the interest of public wel
fare, employ one certified by the state, it must ap
pear that the effect of an audit of that business is a
matter of public welfare and not of private concern.
If it is the latter, the audit has no element of public
welfare in it, and a law prohibiting or licensing the
business of one who makes such audit is but an
unwarranted regulation of private business and the
right to contract. To say that private business must
submit to an audit on stated occasions goes no fur
ther, in principle, than to say that private business
may not employ whom it chooses to make such audit.
While restrictions of such a character are imposed
upon public-utility corporations by reason of the
interest of the public therein, no law, so far as we
are advised, has gone to the extent of attempting to
so regulate purely private business. The business
of accounting for private employers has in it none of
the elements of a public utility. Laws passed by
6
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Ritchie v. People , 155 id. 98; Meyer v. Nebraska,
262 U. S. 399; Pierce v. Sisters of Holy Name, advance

International Congress of Accountants
The committee on arrangements for the
International Accountants’ Congress to be
held at Amsterdam has published a bulletin
concerning the meeting. The dates are
finally announced as Ju ly 5 , 6, 7 , 8, and
9 , and the meetings will be held in the
buildings of the Colonial Institute, Amster
dam, Holland.
Committees have been appointed and
have commenced their activities. Repre
sentatives of twenty-six organizations will
take part in the congress. These organiza
tions include the American Institute of
Accountants, Columbia University and
New York University. Ten subjects have
been announced for discussion and two or
more papers will be read on each subject
by accountants prominent in the profession
in their own countries. Robert H. Mont
gomery and John T . Madden, both mem
bers of the American Institute of Account
ants, will read papers on legislation of the
profession and education for the profession,
respectively. Mr. Montgomery will rep
resent Columbia University at the congress,
and Mr. Madden will be a representative of
New York University. The delegates of
the American Institute of Accountants
will be appointed by the president of the
Institute.

opinions U. S. July 1, 1925, p. 688.)
We do not say that it is beyond the power of the
general assembly to enact a statute requiring that no
one shall use the term “ certified public accountant”
or the term “ public accountant” without having
met the requirements of such an act. Such a provi
sion may well be within the power of the legislature
on the ground that it is to the public interest that no
one shall use a term indicating that he has been
examined and certified as an accountant when such is
not the fact. Of such character was the accountancy
act of 1903, herein referred to. By section 6 of that
act anyone who represented himself to the public as
having received the certificate provided by the act,
or who made use of the term “ certified public ac
countant” or its abbreviation, was declared guilty of
a misdemeanor. Such is a misrepresentation which
the legislature may prevent by statute. There is, as
we view it, however, a wide difference between acts
of such character and one which provides that no
one who has not received a certificate as public
accountant from the department of registration and
education shall be allowed to work at the business or
occupation of accountancy for more than one person.
Such an act does not spring from a demand for the
protection of the public welfare, but is an unwar
ranted regulation of private business and the right of
the citizen to pursue the ordinary occupations of life.
For these reasons it was error to sustain the demurrer
and dismiss the bill.
The decree of the circuit court is reversed and the
cause remanded, with directions to overrule the
demurrer.
Reversed and remanded, with directions.

Obituary
Announcement has been received of the
death of Charles H. Orto of Little Rock,
Arkansas. Mr. Orto had been a member
of the American Institute of Accountants
since 1916, and of the American Association
of Public Accountants, the predecessor of
the Institute. He was a certified public
accountant, and at the time of his death
was serving as secretary of the Arkansas
state board of accountancy.

New Arbitration Association
Three important arbitration societies—
The Arbitration Society of America, Inc.,
Arbitration Foundation, Inc., and the
Arbitration Conference— have announced
their consolidation as the American A r
bitration Association, 342 Madison avenue,
New York.
The new association legally assumes all
the obligations and goodwill of the con
solidating associations. Arbitration clauses
in use, which refer to any of the consolidat
ing associations, are legally enforceable
through the new association.
All memberships, cooperative relation
ships and activities continue as part of the
new association. This consolidation of the
three societies was approved by the su
preme court on January 29 , 1926 , under the
membership corporation law of the state of
New York.
The directors of the new association are
L . R. Eastman, H. I. Cobb, A . W . Burch-

Extension of Time for Filing Tax
Returns
In response to representations made by
several professional and trade organizations,
notably the American Institute of A c
countants, the treasury department has
announced that the time for filing incometax returns in the case of all corporations
and all individual tax payers in receipt of
more than $5000 net income will be extended
to M ay 15th. Tentative returns accompa
nied by 25 per cent. of the estimated tax
must be filed by March 15th.
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is open to members and juniors of the
association.

ard, J . H. Post, F. H. Sommer, J. F. Fowler
and F. M. Warburg. The first annual
meeting will be held April 30th, and at
that time a full board of directors will be
elected and officers will be chosen for the
ensuing year.
A service division will be maintained
to assist trade associations in developing
their own arbitral machinery.

The Society of Accountants in
Aberdeen
The council of the Society of Accountants
in Aberdeen has published a report for the
year 1925, which was presented at the
fifty-ninth annual meeting of the society,
February 3, 1926. The report contains a
list of officers and members, announce
ments regarding examinations, a report of
the librarian of the society and an abstract
of the treasurer’s accounts of the year.

Cost Accountants’ Essay Contest
Clinton H. Scovell, president of the Na
tional Association of Cost Accountants,
recently made a gift of $1,500 to the associa
tion, to be disbursed under the rules of a
prize essay competition. The subject of
the essay is, “The presentation of costs for
executives or executives’ use of cost data.”
The time limit for submission of manu
scripts is noon of Saturday, May 15, 1926.
The prizes are: First, $750; second, $400;
third, $200; fourth, $150. The competition

New Accounting Magazine in Spain
A new publication, Organitzacio, has
recently been initiated by the Association
of Accountants of Catalunya, Barcelona,
Spain. The subject matter of the mag
azine consists of articles on accounting and
industrial matters.

REGIONAL MEETINGS
Institute, accountancy education, Amer
ican tax legislation, certified public ac
countant legislation, accountants' relations
with bankers and professional ethics.
Other regional meetings, for which dates
have not as yet been definitely decided,
will be held at Jackson, Mississippi, Boston,
Massachusetts and Minneapolis, Minne
sota.
All persons interested in accountancy are
cordially invited to be present at these
meetings.

Five important regional meetings of the
American Institute of Accountants will be
held this spring. The first meeting of the
new southeastern regional district, which
was created in November, 1925, will be
held April 22, 1926, in Atlanta, Georgia.
A meeting will be held in Cleveland, Ohio,
May 22nd. The general topic at the
Cleveland meeting will be the activities of
the American Institute of Accountants.
Some of the subjects which will be dis
cussed are the genesis and growth of the

STATE LEGISLATION
According to the reports of the legisla
tive service of the Institute, no laws of
interest to accountants have as yet been
passed by any of the state legislatures in
session this year. However, several inter
esting bills are under consideration in the

various states, and upon several of these
action seems to be imminent.

Kentucky
In Kentucky, house bill No. 74 is related
to the organization of corporations with
8
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no-par-value stock. House bill No. 189
and senate bill No. 127 provide for a uni
form system of accounting in state and
county governments.

the house February 11th. House bill No.
705 would impose a privilege tax on public
accountants of $15. No action on this
bill has as yet been taken.

New York

Massachusetts
House bill No. 909, reported in the Feb
ruary Bulletin amends the certified public
accountant law of Massachusetts by pro
viding that at least one examination shall
be held annually. Senate bill No. 13
makes provision for an adequate accounting
system in towns. Senate bill No. 15 deals
with the audit of municipal accounts by
the director of accounts. This bill passed
the senate February 25th.

House bill No. 225 provides amendment
of the stock corporation law of New York.
Senate bills Nos. 181 and 182 are on the
question of appointment of receivers of the
property of corporations.

Virginia
Senate bill No. 15 in the legislature of
Virginia relates to corporations and the
creation of stock. Senate bill No. 129 is on
the question of segregating property for
taxation. Senate bill No. 195 requires
that the state accountant devise a system
of bookkeeping and accounting for state
and local offices.

Mississippi
House bill No. 495 to create a state ac
counting department in Mississippi passed

COMMITTEE ACTIVITIES
Special Committee on Public Affairs
More than 20,000 copies of letter-bulletin
5 on federal arbitration have been circulated
since publication of the letter-bulletin late
in January by the committee on public
affairs. Letter-bulletin 6 will discuss bank
ruptcy and the suggestions that have
been made for the improvement of the
existing bankruptcy law and procedure.
Several radio addresses on the provisions
of the new federal revenue law were ar
ranged for presentation in the early part of
March. One meeting of the committee
was held in February.

letter-bulletin 5 into Spanish and circulated
300 copies of the translation, as well as 300
copies of the English version. Mr. Field,
in reporting this use of the letter-bulletin,
wrote:
“ Your letter-bulletin No. 5 on arbitration is a
very good one indeed.
“Just now problems connected with commercial
arbitration are getting on to the front pages of all of
our newspapers every day so that your bulletin
arrived at a very opportune moment for us.
“ The Federation of Economic Corporations, under
the presidency of Dr. Kohly, is devoting a great deal
of time and thought to this matter and it is reason
able to hope that Cuba will have placed on its statute
books during the next few months a law not unlike
that of the state of New York.”

Publication of the letter-bulletin on
federal arbitration has strengthened the
association of the accountancy profession
with the arbitration movement. The In
stitute is recognized as one of arbitration’s
most effective supporters. Many organi
zations, including chambers of commerce,
credit men’s associations and manufactur
ers’ associations, have thanked the Institute
for the aid it has given to adoption of the
principle of arbitration.
The American Chamber of Commerce of
Cuba, of which William P. Field, a member
of the Institute, is president, translated

Herbert Harley, secretary of the Ameri
can Judicature Society, commenting on
letter-bulletin 5, said that “ it makes an
extraordinarily capable statement concern
ing various phases of arbitration.” Mr.
Harley offers to send the October, 1925,
number of the Journal of the American
Judicature Society to any member or associ
ate of the Institute who applies. He offers
also copies of bulletin X II, which is a report
of commercial arbitration in England. The
offices of the society are at 31 West Lake
street, Chicago.
9
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The Rhode Island Society of Certified
Public Accountants has distributed 1,000
copies of letter-bulletin 5 to a selected list
of business men, bankers and others in the
state.
John F. Bowman, business manager of
the Chicago Association of Commerce, in
acknowledging receipt of a copy of letterbulletin 5 said: “ During the past year we
have not been very active in the field of
commercial arbitration, but it may develop
that the impetus given the whole plan by
the action of the government and several
of the states will give renewed life to this
modern method of settling business dis
putes.” Mr. Bowman referred the matter
to the arbitration committee of the associa
tion.
Local associations of credit men including
those of Chicago, Toledo, Atlanta, Buffalo
and Dallas have written the committee on
public affairs that they are including in their
general letters to members references to
letter-bulletin 5.
The Massachusetts state chamber of com
merce requested a supply of copies of
letter-bulletin 5 to be placed in the hands of
organizations in that state interested in the
subject.
The Netherland’s chamber of commerce in
New York, in acknowledging receipt of a
copy of letter-bulletin 5, said: “ This letterbulletin has assisted us greatly in forming a
comprehensive idea about the federal arbi
tration law.”
The Washington state chamber of com
merce requested 200 copies of this letterbulletin for distribution to members and for
use in the campaign which will be conducted
this year for the enactment of an arbitration
measure in the state of Washington.
D. O. Lively, manager of the Washington
state chamber of commerce, wrote that a
bill providing for commercial arbitration
was passed unanimously in the house at the
recent session of the legislature, but that it
was caught in the confusion of the closing
session of the senate and was not presented.
It will be presented again at the next
session.
The chamber of commerce of Dallas,
Texas, with the cooperation of J . E.
Hutchinson, has prepared an article on
commercial arbitration for publication in
its magazine, using as a basis letter-bulletin

5 and the material descriptive of the
publication which was sent out by the
committee.
A number of members of the Institute
have arranged with their local chambers of
commerce for distributing quantities of
letter-bulletin 5. Gordon S. Battelle and
Louis W. Battelle of Dayton, Ohio, have
distributed 900 copies in this way. Many
chambers of commerce have requested
copies of letter-bulletin 5 for their commit
tees on arbitration.
Northeastern University, Boston, re
quested copies of letter-bulletin 5 for its
senior class in accountancy, explaining that
the class soon to be graduated should have
the information contained in the letterbulletin.
Many columns of editorial and news
matter have been published, describing
letter-bulletin 5, in newspapers, trade publi
cations and chamber of commerce organs.
Radio addresses explaining the principal
changes brought about by the enactment of
the new federal revenue law were prepared
by the bureau of public affairs and checked
by several members of the Institute. The
addresses ranged in length from 5 to 30
minutes. Arrangements were made for
their presentation from radio stations at
widely separated points, as follows:
Walter A. Musgrave spoke from station
WTIC, Hartford, March 8 th.
F. Wagner, of Minneapolis, spoke from
station WCCO, March 4th.
Ernest Crowther, of Pittsburgh, spoke
from station KDKA, March 5th.
Viernan D. Bierman, of Albany, is to
speak from Schenectady, over station
WGY.
Percival G. Bixby spoke from Buffalo
station WGR on March 12 th.
Homer S. Pace, of New York, spoke from
station WMCA, March 10th.
A. L. Peters, of Columbus, Ohio, spoke
from station WEAO, March 9th.
Joel Hunter spoke from the station of
The Atlanta Journal, March 10th.
P. L. Billings, of Des Moines, Iowa, spoke
from Davenport, Iowa, over station WOC
on March 5th.
Various other radio stations have ar
ranged to include addresses on federal taxa-.
tion in their programmes.
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The committee on public affairs plans to
make further use of the radio for discussions
by members of the Institute on financial
and business subjects.
Richard Fitzgerald of Detroit prepared
a detailed report for the Detroit board of
commerce, outlining the steps to be taken
by that organization to set up an arbitration
tribunal. Mr. Fitzgerald used letter-bulletin 5 as the basis of this report. The di
rectors of the Detroit board of commerce
adopted the idea, and asked Mr. Fitzgerald
to put it into execution.

Special reports on existing arbitration
laws have been prepared by the bureau of
public affairs at the request of individuals
in various states. These reports were ac
companied by suggestions as to procedures
to be followed in setting up arbitration
tribunals.
Joseph J. Mitchell and Norman G. Cham
bers, both of New York, prepared for the
New York Herald Tribune an individual
income-tax guide of sixteen pages which was
published as a supplement to the newspaper
on February 27th.

STATE BOARDS OF ACCOUNTANCY
Ohio

Arkansas
The vacancy on the Arkansas state board
of accountancy, caused by the death of
the secretary, Charles H. Orto, has been
filled by the appointment of G. Russell
Brown, of Little Rock.

District of Columbia
The board of accountancy of the Dis
trict of Columbia will hold its annual
examinations of applicants for certified
public accountant certificates in May, 1926.
The examinations will last three days and
will probably begin May 6 th. Information
and application blanks may be obtained
from William Clabaugh, secretary, 1319
F street, Washington, D. C.

The following candidates were successful
in the certified public accountant exami
nations of Ohio held in October, 1925:
H. Tippitt, J. R. Ranson, W. C. Slater,
F. A. Ulmer, C. A. Pauley, Jay Daniels,
B. B. Mason, S. J . Collins, L. D. Collar,
Hugh E. Wall, Geo. M. Nicholson, F. C.
Henn, C. J. Mason, A. W. Weber, L. F.
Scholley, William H. Mers, R. Stockdale,
J . J . Kendrick, O. J . First, J . E. Eberly,
P. D. Merrifield, J . C. Martin, R. N.
Maxon, R. P. Nelson, R. N. Frickey, C. C.
Guyant, F. J. Tennyson, F. R. Somers,
H. A. Flaharty, F. A. Erwin, D. R. King
and George B. Miller. The following re
ceived certificates without examination and
by reciprocity: James Clark and Melville
Wooster.

NEWS OF LOCAL SOCIETIES
Society of Louisiana Certified
Public Accountants
A quarterly meeting of the Society of
Louisiana Certified Public Accountants was
held February 18th at the Roosevelt hotel,
New Orleans. A welcome to the members
present was extended by Henry J . Miller,
president of the society. Charles G. Cobb,
assistant secretary of the New Orleans
Credit Men’s Association delivered an
address on credit frauds, which was fol
lowed by discussion. J . Y. Fauntleroy
spoke on “ Community property incometax ruling.” Discussion followed.

Massachusetts Society of Certified
Public Accountants
The February meeting of the Massachu
setts Society of Certified Public Account
ants, Inc., held February 23rd, was devoted
to a discussion of the report of a special
committee appointed by President Fitch
consisting of James Willing, chairman,
Homer N. Sweet and J . E. Masters, to
make a study of the Massachusetts cer
tificate of condition and the responsibility
of the certified public accountant in rela
tion thereto.
The Massachusetts statutes provide that
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every corporation engaged in business
within the commonwealth, whether foreign
or domestic, must file annually with the
commissioner of corporations a report of
condition which shall be signed and sworn
to by the president, treasurer and a ma
jority of the directors of the corporation.
Among other things, the statute requires
a statement of the assets and liabilities of
the corporation as of the end of its last
fiscal year, to be made in substantially the
following form:
Assets

Real estate....................................................
Machinery....................................................
Merchandise (manufactures, merchandise,
material and stock in process)....................
Furniture and fixtures..................................
Cash and debts receivable............................
Stocks and securities....................................
Patent rights................................................
Trade marks.................................................
Goodwill.......................................................
Profit and loss..........
Total.....................................................
Liabilities

Capital stock (include only shares having par
value)........................................................
Accounts payable.........................................
Funded indebtedness....................................
Floating indebtedness...................................
Reserve.........................................................
Surplus.........................................................
Profit and loss..............................................
Total.....................................................
In the case of corporations with an out
standing capital stock of $100,000 or more,
the statute further requires the election at
the annual meeting of an auditor who, upon
making an examination of the company’s
condition, is required to sign and take
affidavit that the “ certificate represents the
true condition of the affairs of said cor
poration as disclosed by its books at the
time of making such audit.” The auditing
committee is under no restriction in the
selection of an auditor except that “ no
bookkeeper or officer of the corporation”
shall be appointed. Because of the fact
that anyone may qualify as an auditor
except a bookkeeper or an officer of the
company due to the wording of the cer
tificate— “ as disclosed by its books”—
and, further, because the auditor’s respon
sibility thereunder has never been passed
upon by the courts, the commissioner of
corporations, corporation officers and some

accountants have become rather indifferent
regarding the extent of the audit, the im
portance attaching thereto, or the respon
sibility which the auditor is expected to
assume.
This special committee was therefore
appointed to study the whole situation
with a view to formulating recommenda
tions which would tend to standardize the
practice of the members of the society.
The following recommendations contained
in the committee’s report were discussed by
the members present and unanimously
adopted:
1. As a prerequisite to the certification
of a report of condition, the auditor, or
staff members under his supervision, shall
have made a balance-sheet audit of the
corporation’s accounts as of the date at
the end of the fiscal year and shall have
verified the accuracy of the items num
bered 1 to 6 inclusive in section 47 of chap
ter 156.
2 . That part of the federal reserve
bulletin of April, 1917, on Approved methods
for the preparation of balance-sheet state
ments, which deals with instructions for a
balance-sheet audit, is suggested as an
acceptable outline of a balance-sheet audit.
3. The phrase in the statute, “ as dis
closed by its books at the time of making
such audit,” shall not be regarded by the
auditor as a limitation requiring or per
mitting him to make an examination less
thorough in scope than a balance-sheet
audit.
4. The auditor may amplify the printed
form of balance-sheet in the report of con
dition with titles for any class of assets or
liabilities not provided for or not suitably
described in the form, and shall report any
other material fact which, in the judgment
of the auditor, must be set out in order
that the balance-sheet shall represent the
true condition of the affairs of the corpora
tion as of the given date.
5. The auditor may modify the language
of the printed form of certificate if, in his
judgment, he can not fairly subscribe to
the printed form, provided, however, such
modified certificate is not inconsistent
with the statutory requirement that the
auditor shall affirm that “ such report rep
resents the true condition of the affairs of
said corporation as disclosed by its books
at the time of making such audit.”
12
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Pennsylvania Institute of Certified
Public Accountants
The Pennsylvania Institute of Certified
Public Accountants held a regular monthly
meeting February 17th, at the City club,
Philadelphia. The meeting was attended
by 110 members and guests. All candi
dates for the certified public accountant
examination who recently received Penn
sylvania certificates had been invited to
attend the meeting.
The subject for the meeting was Phil
adelphia capital-stock and loan taxes, but
the discussion branched out to include taxa
tion in general and the taxation system of
the federal government.
Adam A. Ross, one of the organizers of
the Pennsylvania Institute, gave a brief
history of the early days of the profession in
Pennsylvania. He recounted the steps
taken in organizing the institute, and told
of the introduction of the original certified
public accountant bill and its final passage.
Mr. Ross mentioned members of the Penn
sylvania Institute who had obtained promi
nence in the profession, such as Joseph E.
Sterrett, Robert H. Montgomery, and
others.
Edwin Martin, the auditor general of
Pennsylvania, spoke on taxation in Penn
sylvania, a particularly interesting subject,
because the time for filing Pennsylvania tax
reports was drawing near. The speaker
followed the various steps in the develop
ment of taxation in Pennsylvania, and
described the needs for which the taxes
were levied, pointing out that the need for
revenue was increasing almost beyond pos
sibility of fulfillment. He deprecated the
plan of issuing bonds for the payment of
debts. The speaker urged the certified
public accountants of the Pennsylvania In
stitute to aid the state government by

disseminating correct information relative
to taxation and financial policy.
J. Lord Rigby, revenue deputy of the
commonwealth of Pennsylvania, also spoke
on the subject of taxation. He described
the formation of a committee on taxation
to make a study of the existing conditions in
the state in order to provide for the elimi
nation or consolidation of the various tax
systems. The speaker stated his belief that
the gross-sales tax would some day be
adopted in Pennsylvania in place of other
schemes of taxation. Following the ad
dress, Mr. Rigby answered the questions of
his audience, and a discussion followed.
A vote of thanks was given the speakers.

Utah Association of Certified
Public Accountants
The Utah Association of Certified Public
Accountants authorized the president, Sey
mour Wells, to prepare and send a letter
answering a portion of a speech made re
cently by J. E. Holden, state auditor, a t a
meeting of county treasurers, auditors and
assessors.
Mr. Holden was reported to have made
remarks which might be interpreted as
criticisms of independent auditors. The
letter of the Utah Association refuted the
imputation of carelessness by the public
accountants of the state and gave evidence
of the scrupulous honesty of independent
auditors in making municipal audits.
Mr. Holden replied, in part, that it was
his belief that the audits of certified public
accountants were efficient and that their
comments were fearless. The statement at
issue had been intended to reply to certain
attacks upon the state auditor himself, by
showing that his methods were as free from
impropriety as those of the certified public
accountants themselves.

REVIEWS
cost accountants, public accountants and others
interested in accounting. The opportunities for
rendering constructive service were grouped by
the speaker under the following captions: to the
public; to labor; to accountants’ staffs; to reduction
of crime; to the development of the profession.
Accountants serve the public in rendering services
which facilitate reduction in the cost of living, such
as certification of balance-sheets, which enables
management to obtain capital, thereby increasing
production and reducing cost; composition of im -

J. PRYSE GOODWIN—“ THE CONSTRUCTIVE
VIEWPOINT OF ACCOUNTING”

An address delivered before the financial
and cost group of the chamber of commerce,
Rochester, New York, February 9, 1926.
Mr. Goodwin announced that his discussion would
emphasize the constructive as opposed to the critical
viewpoint of accounting and he hoped that his re
marks would be of interest to comptrollers, auditors,
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proved forms of balance-sheets classifying assets
and liabilities for the information of investors;
investigation of accounts exposing unprofitable and
inefficient management; improving internal reports,
enabling management to operate on smaller in
ventories and to increase turnover, thereby reducing
cost. Amother constructive service to the public
is arbitration, and accountants actively participate
in this field. Tax service has assisted the taxpayer
in making fair and accurate payments and has
materially aided the government in collecting what
is justly due. In both cases the service rendered
by accountants is peculiarly constructive. Liquida
tors, trustees and receivers are chosen from the ranks
of public accountants in many cases.
Constructive service to labor is rendered by ac
countants, particularly cost accountants, in stabiliz
ing employment and determining labor’s fair reward.
Improved cost systems, by inspiring manufacturers
with confidence, have led them to more liberal re
muneration of their employees. Profit-sharing
plans in many cases have been installed by ac
countants. Depression sharing is another innova
tion of advantage to labor. In times of business
depression employers formerly discharged or laid
off a large number of their employees. A more
economic procedure is to allow all employees to
work part of the time. In this way no workers are
totally deprived of their means of existence. Ac
countants advocate improved methods of hiring.
By more carefully scrutinizing the potentialities and
record of a prospective employee, an employer may
often obtain workers who will be permanent members

of his organization. Stress should be laid not so
much upon the immediate salary as upon the loyalty
and prospective ability of the new employee.
The position of members of the staffs of public
accountants has been greatly improved in recent
years. Means of facilitating and abbreviating the
labors of assistants have been instituted by members
of the profession. Periodical vacations and cur
tailing of night work, as well as improvement of
office conditions, have strengthened the feeling of
cooperation between public accountants and their
assistants.
The fourth service rendered by public accountants
is in prevention of crime. Improved labor condi
tions decrease crime, and systems for controlling
accounts installed by accountants exert a close
check upon financial affairs and thus reduce the
temptation to embezzle or “ borrow”.
Fifth, constructive service in the development of
the accounting profession is naturally an important
function of accountants. The profession of ac
countancy has made great advance in this country in
a comparatively brief time, and this has been accom
plished largely through the energetic activities of
members of accounting organizations. Accountants
generally realize that they get out of an organization
as much as they put into it. Although the profession
has reached a high plane, and although the number of
practising accountants has increased to a marked
degree in the past few years, there is still ample room
for expansion in membership in the profession as well
as room for increasing services rendered by the pro
fession itself.

HERE AND THERE
Jacquin A. Bindamin and J. W. Kera have
formed a partnership under the firm name
of Kera & Bindamin, with offices at 152
West 42nd street, New York.

established a New York office at 522 Fifth
avenue.
Ralph B. Mayo & Co., Denver, Colorado,
announce that Floyd R. Gill and William
A. Loach have been admitted to the firm.

The George R. Donnell Co. announces
the removal of offices on March 1st, from
the Rockaway building, to 913 Keith
Theatre building, Cleveland, Ohio.

Henry F. Meyer, announces the opening
of offices in the Realty building, Savannah,
Georgia.

George A. Einbecker, Thomas A. Mc
Cormack and Fred F. Kegel announce the
consolidation of their respective practices
under the firm name of Einbecker, McCor
mack & Kegel, with offices at 525-527
First Wisconsin National Bank building,
Milwaukee.

The firm of Mitchell & Simson, 30 Broad
street, New York, was dissolved March 1,
1926. J . Sherman Mitchell will continue
practice under his own name at the same
address.
Morris Thall announces the removal of
his New York office to 331 Madison avenue.

Hyland & Hopkins, 126 Liberty street,
New York, announce the retirement of
F. W. Hopkins from the firm March 1,
1926. Robert J . Hyland will continue
practice at the same address.

Womack, Harper & Bansley, 1131 Cand
ler building, Atlanta, Georgia, announce
that James R. Harper has retired from the
firm and that the practice will be continued
under the firm name of Womack & Bansley.

Lockhart & Stapper, Inc., West Palm
Beach, Florida, announce that they have
14
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E.
G. Wunner, F. W. Ackerman and January 20th, on distribution costs. Mr.
J. O. Sully, announce the formation of a Castenholz delivered addresses before the
partnership, under the name of Wunner, Rochester and Buffalo chapters of the
Ackerman & Sully, with offices in the New- National Association of Cost Accountants
hall building, 260 California street, San on distribution costs in relation to product
sales, February 17th and 18th respectively.
Francisco, California.
*

*

*

*

The following information is derived from
reports sent by members and associates on
blanks distributed by the bureau of public
affairs:
George Armistead, Houston, Texas, ad
dressed the school of business administra
tion of the University of Texas, February
18th, on educating men for business. Mr.
Armistead discussed credit frauds in an
article which he prepared for the February
14th issue of the Houston Chronicle.
V. Frank Banta, Chicago, addressed a
gathering of druggists at Minneapolis,
February 15th, on the outlook for 1926.
Efficient office management and training
office help was the title of Mr. Banta’s
address before the National Fraternal
Congress at Chicago, February 22nd.
Reynold E. Blight, Los Angeles, spoke
before the Westlake club of Los Angeles,
February 13th, the Sojourner’s club lunch
eon, February 19th and the Women’s
Republican club, February 26th, on the
struggle for liberty, the national defense,
and Americanization in California, respec
tively. On February 16th, Mr. Blight
acted as judge at an oratorical contest
of the Los Angeles chapter of the American
Institute of Banking.
W. H. Brown, Los Angeles, addressed
the commercial department of the Uni
versity of Southern California, in January
on the analysis of the asset side of the
balance-sheet.

L. U. Crawford, Kansas City, drafted
suggestions for specifications of require
ments to be met by accountants employed
by Kansas City to assist in preparing
an administrative code and a manual of
accounts and to install a system of account
ing, to meet the requirements of the new
city charter.
A. S. Fedde, New York, spoke through
radio of station WHAP, February 8 th,
on choosing vocations and the future
for the young man in the accounting pro
fession.
Henry B. Fernald addressed the New
York chapter of the National Association of
Cost Accountants, January 12th, on the
subject of reconciling conflicts between
internal-revenue requirements and account
ing needs of commercial institutions taxed.
E.
E. Gore delivered an address on the
pending revenue law before a luncheon
meeting of the Chicago Association of Com
merce, held January 20 th, which was broad
cast through station WMAQ.
John J . Harrington, Waltham, Massa
chusetts, has been elected secretary of the
Kiwanis club of Waltham for the year 1926.
He has also been appointed a member of
the board of directors of the Waltham
chamber of commerce for 1926.
Florence Hooper of Baltimore, addressed
the Woman’s Club of Roland Park, Balti
more, February 4th, on “ My lady’s busi
ness, her budget, her bank account, her
investments.”

George S. Call, Harrisburg, Pennsylvania,
addressed the accountants’ club of Beckley
college, Harrisburg, on public-utility ac
counting, January 27th.

J . Hugh Jackson, Harvard University,
is the co-author, with Thomas H. Sanders
and Alexander H. Sproul, of a book entitled
Bookkeeping and Business Knowledge, which
has just been published for classroom use.

W. B. Castenholz, Chicago, addressed the
Illinois Manufacturers’ Costs Association,
January 15th, on the essentials of cost ac
counting, and the Syracuse chapter of the
National Association of Cost Accountants,

Joseph J . Klein, New York, addressed
the New York Society of Public Account-
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ants, February 23rd, on the interpretation
of the internal-revenue law. He spoke
also at the February and March meet
ings of the New York State Society of
Certified Public Accountants.

failures in business, respectively. Mr.
Pinkerton also addressed the Indiana
Builders Supply Association at Indianapolis,
January 11th, on prevention of business
failures.

Arthur M. Loomis, Los Angeles, ad
dressed the Oakland Advertising Club,
January 6th, on business mortality.

Henry S. Puder, Newark, New Jersey,
has been re-elected a trustee of the Welfare
Federation of Newark for three years.

Lloyd P. Luckham addressed the Los
Angeles Bank Credit Men’s Association
monthly meeting of December on what
a banker should require in a customer’s
audited report.

Clinton H. Scovell of Boston, president
of the National Association of Cost Ac
countants, delivered an address on debat
able points in cost accounting before the
Scranton, Pittsburgh and Hartford chap
ters of the organization on January 19th,
20th and 21st, respectively. On January
18th, Mr. Scovell spoke before the Utica
chapter of the association on analysis,
distribution and application of burden, and
on the same subject at the February meet
ing of the Providence chapter of the Na
tional Association of Cost Accountants.

A. J. Lynn, Bowling Green, Kentucky,
was the author of an article on some fun
damentals of business education which
was published in the February issue of the
Balance-sheet. Mr. Lynn is a member of
the education committee of the Bowling
Green Kiwanis club.

S. Earl Shook of Bridgeport, Connecticut,
has been appointed by the mayor to in
stall a complete new system of municipal
accounting.

W. Sarel Lynne, Harrisburg, Pennsyl
vania, wrote an article on the provisions
regarding income taxes of interest to the
paper industry which appeared in the Jan
uary number of P u lp and Paper Profits.

F. A. Smith of Kansas City, Missouri, has
been appointed vice-chairman of the public
finance committee of the Kansas City
chamber of commerce.

W. Webster McCann, Boston, has been
appointed to the teaching faculty of the
college of business administration of Boston
University.

Victor H. Stempf, St. Louis, read a
paper on the preparation of audited state
ments incident to the extension of com
mercial credit before the St. Louis chapter
of the Robert Morris Associates, December
1, 1925. This paper was published in the
February number of the monthly bulletin
of the Robert Morris Associates.

Robert H. Montgomery, New York,
discussed federal taxation at the February
and March meetings of the New York
State Society of Certified Public Account
ants.
Flay L. Murphy, Chicago, talked on
federal-tax changes as they affect the re
tailer at a meeting of the Retailers Com
mercial Union, Chicago, January 26th.

George A. Treadwell has been re
appointed a member of the postal facilities
committee of the New Orleans Association
of Commerce.

F. C. Myles, Indianapolis, has been
appointed a member of the manufacturers
and membership committees of the Indian
apolis chamber of commerce.

Joseph H. Van Dorn addressed the Phil
adelphia chapter of the National Associa
tion of Cost Accountants on inheritance
taxes at a meeting held January 8 th. Mr.
Van Dorn represented the Philadelphia
board of trade before the ways and means
committee of the house of representatives
to present the views of the board on the
question of federal estate taxes.

P. W. Pinkerton of Chicago addressed
the chambers of commerce of Winnetka,
Illinois, November 16th, and South Bend,
Indiana, November 23rd, on “ Taking the
tacks out of income tax,” and prevention of
16
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April 15, 1926.
To the Members and Associates
of the American Institute of Accountants:
At the meeting of council, April 12, 1926, the board of examiners recommended the elec
tion of 1 applicant who had passed oral examination, 12 who had already passed an Insti
tute examination for a C. P. A. certificate, 2 who were eligible on credit for examinations
other than those of the Institute, and the advancement of 13 associates to full membership.
The council approved the recommendations of the board.
The following is a list of those recommended for election:
For advancement to membership

For admission as members

Rudolph H. Anderson, Minneapolis
Manoel S. Carneiro, San Antonio
Jesse R. Carter, San Francisco
Alfred H. Coe, Wilmington
Nelson G. Culp, Chicago
Francis J. Farrey, Boston
Joseph Henry Gilby, Chicago
Joseph M. Kane, Chicago
Frederick M. Kehn, Boston
John Miller, Elizabeth, N. J.
William H. Segur, Providence
Leland G. Sutherland, Los Angeles
Emil G. Wunner, San Francisco

Maurice Alfred Burlinson, St. Louis
Daniel D. Ewing, New Orleans
Iver R. Johnson, Chicago
Harold James Matteson, Duluth
William Lawther Vernon, Cairo, Ill.
C. William Wittman, Jr., Houston

For admission as associates
Karl H. Becker, Boston
Stewart C. Brown, Milwaukee
Harvey C. Daines, Chicago
Thomas Riggs Dempsey, Los Angeles
Andrew Glenn Elder, Seattle

Willis W. Findley, Little Rock
Hugh H. Hite, Chicago
Allan Muddiman, Washington, D. C.
James C. Olive, Indianapolis

If no protest is received by May 5, 1926, against the election of any of the foregoing
applicants, they will be declared elected by the president.
A. P. RICHARDSON, Secretary.
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in the report was reference to an action of the
executive committee authorizing counsel of
the Institute to participate on behalf of the
Institute in a case before the Massachusetts
courts involving the ownership of account
ants’ working papers. The action of the
committee was unanimously approved.
The committee on professional ethics
recommended that the committee on educa
tion should encourage schools of account
ancy to include in the curriculum instruc
tion in the principles of professional ethics.
This recommendation was approved.
The committee on constitution and by
laws reported progress in the codification
of the constitution and by-laws. It was
resolved that the draft prepared by the
Every applicant who shall apply for admission as committee should be submitted to the
member or associate of the American Institute of members of council for approval and then
Accountants on and after March 1, 1926, claiming
credit for having passed any examination other than be placed before the counsel of the Institute
examinations conducted directly by the board of to report upon the legal features of the
examiners of the Institute shall be required to appear document.
in person before the board or its duly appointed
A draft of a so-called model C. P. A. bill
representative. The board may appoint any mem
which
has been under consideration by the
ber of the Institute residing near the residence of the
committee on state legislation was reported
applicant as its representative.
to the council and referred with power to
The board recommended to the council the executive committee and the committee
that the examination fees for advancement on state legislation.
from associate to full membership should be
The report of the special committee on
reduced, and accordingly it was resolved administration of endowment indicated a
that a fee not to exceed $10 should be fixed substantial increase in the activities of the
by the board of examiners.
library and bureau of information. The
The board recommended thirteen asso report recommended that the library should
ciates for advancement to membership and be further extended to include not only
the election of six members and nine as matters relating directly to accountancy
sociates.
but also historical and statistical data which
The report of the executive committee might be of value to accountants. The
reviewed the work of the Institute during the committee also recommended that a bureau
period of the last seven months. Certain of research should be established to under
sales and purchases of securities were take the study and report upon questions
reported. Among other matters contained of interest to the accounting profession.

Council of American Institute of
Accountants
A regular meeting of the council of the
American Institute of Accountants was
held at 10 A. M., April 12th, at the offices of
the Institute, 135 Cedar street, New York.
William H. West, president of the Institute,
presided.
The treasurer’s statement of accounts
and the report of the secretary were read
and accepted.
The board of examiners reported that
certain changes had been made in the rules
of the board. The passing mark in com
mercial law has been raised to 75 per cent.
and the following rule has been adopted:
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The suggestions of the committee were nies bill of former years. The bill provides
for restricting the practice of accountancy
unanimously approved.
Discussion of the work of the special exclusively to certifiied public accountants
committee for placements led to a consid but also contains a waiver clause whereby
eration of the seasonal fluctuation in the certificates may be granted without exami
employment of accountants. It was re nation to all accountants engaged in public
solved th a t a special committee be ap practice, subject to requirements regarding
pointed by the president to study the ques citizenship, education, age, length of prac
tion of the calendar versus the fiscal year tice, etc.
and to consider ways by which industries
A hearing on the bill took place a t Albany
might be induced to favor the adoption of on M arch 30th, when opposition was offered
the natural business year rather than an by representatives of several organizations.
arbitrary calendar date.
The opposition was led by the New York
The special committee on public affairs State Society of Certified Public Account
presented a report reviewing the activities ants, whose argument was presented by
of the committee and drawing particular Kenneth McEwen, counsel for the society.
attention to the difficulty in financing the The Institute was represented by William
work of the bureau. Certain recommenda H. West, president, Lewis G. Fisher, chair
tions relative to the question of finance man of the committee on state legisla
were referred to the meeting of council to tion, and others. D. W. Springer repre
be held in September, 1926, when the report sented the American Society of Certified
of the committee on budget and finance Public Accountants; Benjamin Aaronson
would be under consideration. On recom spoke on behalf of a committee of unaf
mendation th a t the personnel of the com filiated certified public accountants and
mittee be increased to th irty members it Jacob Shapiro represented the federal rev
was resolved th a t the president be author enue agents.
The grounds upon which this measure
ized to appoint additional members of the
special committee on public affairs, the was opposed are: ( 1) The possible uncon
stitutionality of the bill, in the light of
total not to exceed thirty.
The special committee on taxation did recent decisions in Oklahoma and Illinois;
not present a formal report but reviewed (2) the tendency of the bill to lower the
the work which had been done and was in standard of the present C. P. A. certificate
of New York for some time to come; ( 3)
hand.
Charles R. W hitworth of Chicago was undesirability of the type of restrictive legis
elected to fill a vacancy in the board of lation represented by the bill.
The assistant commissioner of education
examiners caused by the resignation of
spoke in favor of the bill. I t was supported
Ernest Reckitt.
The president was authorized to appoint also by Perley Morse, representing the Ac
delegates to attend the fourteenth annual countants’ Legislation Conference.
meeting of the Chamber of Commerce of
New Society Proposed in Ontario
the United States of America to be held in
Representatives of a group of account
Washington, D. C., in May, 1926.
A. S. Fedde, New York was appointed as ants of Ontario, not chartered, petitioned
one of the representatives of the Institute the governor, February 15th, for the right
to attend the International Congress of to set examinations and to create a standard
Accountants to be held in Amsterdam, of qualification for prospective accountants
other than the title “ chartered accountant.”
Holland, July 5, 6 , 7, 8 , 9, 1926.
Subsequently, an act to incorporate the
The meeting adjourned.
Association of Accountants in Ontario, pro
Accountants Oppose New York Bill
viding for the issuance of the title “ licentiate
A measure to regulate the practice of in accountancy,” was introduced in the
public accounting in New York has recently legislature.
The Institute of Chartered Accountants
been introduced a t Albany, in senate and
assembly. The proposed law is known as opposed the bill a t a hearing held M arch
the Hutchinson-Downing bill. I t is similar 11th, on the ground th a t there should be
to the Phelps-Downing bill and the McGin only one professional standard, and th a t
2
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this need was already adequately fulfilled preparation, with a system of articled apprenticeship,
articled clerks, as they are called, together with
by the Institute. The supporters of the new or
British thoroughness were among their foundation
bill claimed that the growth of the chartered stones.
There must have been some virtue in their
accountants’ body has been disproportion creed and method, for the profession in Great Britain,
ately slow; that its restrictions are too rigor and British trained accountants generally throughout
world, have maintained their high standing and
ous, and that it bars from practice as rec the
seem particularly to have held the confidence of
ognized accountants a large number of the
great banking houses.
well qualified men.
The profession there, as here, seems to have
The new association would admit ac steadily grown in the public esteem and especially
countants who have practised in Ontario during the great war to have received special recog
from government. A number of the profes
for three consecutive years and satisfy cer nition
sion’s best exponents had from time to time the
tain other requirements. Students who honor of knighthood bestowed upon them for highly
pass the prescribed examination might also meritorious services rendered to the empire in those
be admitted, and a reciprocity provision critical times, a number of whom like Sir Hardman
Sir William Plender and Sir Arthur Lowes
would grant membership to members of Lever,
Dickinson, are well known to many of us in this
other accountants’ societies, in the discre country. I recall when in London a few years since,
tion of the board of governors. Members of that the Lord Mayor, just elected or about to be
the new organization would be permitted to elected, was a chartered accountant who also en
joyed the distinction of knighthood. As you know,
use the designation “ L. A.”
when the late Lord Northcliffe died, the London
Tim es was purchased by public-spirited capitalists,
who determined to ensure that that great journal
should be fixed as and should remain permanently a
national institution, and for that purpose provided
by trust deed that the incumbents of certain high posi
tions in the financial and professional life of Great
Britain should hold or dominate the property for
that purpose. Among the number so nominated
was to be the incumbent of the office of president of
the Institute of Chartered Accountants in England
and Wales.
I was impressed with the apparent standing of
our brethren in that ancient city. Some of them
seem to preside at annual meetings of shareholders
of corporations. These meetings seem to be rather
less cut and dried than such meetings here, and the
chairman’s or managing director’s remarks are fre
quently first-class reviews of the year's economic
and financial history, for which many of them are
well qualified. The annual addresses of such men as
Mr. Reginald McKenna, chairman of the Great
Midland Bank, make tip-top reading, and I have
noted in the meetings as reported in full detail in the
London Tim es, that the company's elected auditor
will sometimes be called on for remarks or expla
nation.
All this is not to suggest that the profession in the
United States has not made corresponding progress.
It has made stupendous strides and its members are
now beginning to receive corresponding recognition,
well deserved in every way. In nearly forty years
of close connection with its development, I can
see how greatly it has expanded and how its mem
bers have grown to larger stature.
The first body of public accountants to form a
permanent organization in the United States came
together in New York in 1886 and the American
Association of Public Accountants was the result.
Pennsylvania accountants were charter members
thereof, but it developed rather into a New York or
ganization. Its scope and activities were not of
really national character until after the first Con
vention of Accountants held at Saint Louis during
the World’s Fair of 1904. That convention was pro
moted largely by our fellow member, Mr. George
Wilkinson, who together with his friends formed the

Development of Accountancy in
Pennsylvania
At a meeting of the Pennsylvania In
stitute of Certified Public Accountants,
February 18, 1926, attended by some thirty
candidates who had recently passed the
C. P. A. examinations, Adam A. Ross de
livered an address on Pennsylvania’s con
tribution to accountancy development in
America. The text of the speech, in part, is
as follows:
The profession of the public accountant had its rise,
speaking from memory of what our limited historical
works tell us, in the financial activities and complexi
ties which had their origin in the era of railroad
construction in England in the 1830’s and 1840’s.
By that time it would seem that what is known as
the industrial revolution, which began around 1760
in our western civilization, and which was given mo
mentum by the application of steam to mechanical
power, and later the invention of the cotton gin in
1795, had so changed economic conditions that more
rapid travel, the growth of manufacturing and the
distribution of manufactured goods had made finance
and commerce so complex that specialists in ac
counting began to receive their first real call from
the business public—much as corresponding devel
opment in the United States resulted, forty or fifty
years or so later, in the founding of the profession in
this country. Steady development and natural
growth seem to have taken place in the next few
decades until the several Institutes of Chartered
Accountants in Scotland and in England and Wales
came into being as a natural sequence; the Scottish
Societies in 1853-1867 and the local societies in
England in the 1870’s, merged in 1880 into the pres
ent Institute of Chartered Accountants in England
and Wales. From these societies, which were all
founded on high standards of ethics, education and
practice, we have inherited much, and we would do
well to endeavor to maintain our craft in this coun
try on the same high plane. Education and thorough
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wounds he received in fighting for his convictions
and no less earnestly in his daily work did he exem
plify qualities of honesty and courage.
“ These men all began their work as accountants
in the day of small things when the opportunities
were few and the rewards meagre, but they believed
that they were founding a profession and not a trade.
To it they gave unsparingly of their best and the
attainments of the present are a perpetual memorial
to them. Can not we, in the memory of their abound
ing faith and quickening service, derive new strength
and enthusiasm to carry on until they, through us,
are made perfect?”
The immediate successors of the older pioneers have
carried on in the same spirit and have borne with
fine zeal and unselfishness their share and more in
the consolidating and further upbuilding of our grow
ing profession. A number of them held high office
from time to time in the national organization—two
of them presidents. Indeed the influence of Penn
sylvania in national accountancy affairs has always
been important. One of them has since been presi
dent of the New York State Society of Certified
Public Accountants. Another has for a long period
of time given service of the greatest value to his
country, both during the war and since, in work of
the highest importance as active adviser of the
United States treasury. He is at present located in
Berlin, as a member of the very responsible transfer
committee under the agent general for reparation
payments as chairman ex officio—a Pennsylvania boy
on a committee composed of one American, one
Frenchman, one Britisher, one Italian and one Bel
gian. This is the committee, it would seem, that ac
tually provides for the methods of paying over,
caring for and recording the German indemnities,
under the Dawes plan. We have every reason for
pride in his achievements.
The literary contributions of these and other
membesr of this Institute are well known to every
accountancy student. In quantity and quality it is
doubtful if any group in our profession has contrib
uted more to our literature and furthermore to
actual accountancy instruction as full professors in a
number of our great universities and as special lec
turers in other schools. It would surprise most of
us if we listed the books and articles they have pro
duced and written during their teaching connections,
and every one of them at the same time engaged in the
active practice of his profession from day to day. I
don’t need to give names, you all know who they are,
both those who are with us and those who have
passed on.
In an organization with such traditions and such a
past, it ought not to be difficult for younger men
entering it and the active practice of their profession
to become inspired with the spirit of those who have
so abundantly and so ably and in such fine spirit
given of themselves for an ideal. Some of them have
made a money success, but largely, I like to think,
as a by-product. The flavor of commercialism that
seems to attach in more recent years to the methods
of some practitioners, had no place in the bright
lexicon of the pioneers of this Institute and their
immediate successors.
The benefits to be derived from membership in
this organization, you will find, will be in direct pro
portion to what you put into it; in fact the reflex
action involved in your efforts to contribute some
thing to the general fund will result in the giver re-

Federation of Societies of Public Accountants, which
was country wide in its scope and membership.
The American Association and the Federation
became one in 1905, and changed later into the
present American Institute of Accountants.
As you know, our society was organized in 1897.
The Pennsylvania C. P. A. act became law in 1899
and the Pennsylvania Institute became a chartered
organization in 1904. Of the fifteen charter mem
bers who organized in 1897, eight have passed on and
seven are still in the harness—four in Philadelphia,
two in New York and one, temporarily at least, in
Berlin.
In all reviews of the history of our own Pennsyl
vania organization the names of four men seem al
ways to come to the front. They appear in every
sketch I have ever read of our society:
Mr. John W. Francis, who began public accounting
in 1869.
Mr. Charles N. Vollum, who began public account
ing in 1875.
Mr. John Heins, who began public accounting in
1877.
Mr. Lawrence E. Brown, who began public ac
counting in 1882.
In this connection I can not do better than quote
from Mr. J. E. Sterrett’s address submitted at the
Institute’s 25th anniversary, regarding these men.
“ As a help to future planning in professional
things, my mind frequently reverts, and especially
in this twenty-fifth anniversary year, to four men,
gentlemen unafraid, who were giants in the organiza
tion and early development of the Pennsylvania In
stitute and of the profession of accountancy in this
country. In the order of their passing their names
were John Heins, John W. Francis, Charles N. Vol
lum and Lawrence E. Brown. It would not be fitting
in the presence of those who knew some of these men
intimately for me to discuss in detail their lives or
their characteristics, but I crave the opportunity of
paying a brief tribute of profound respect and high
regard to each one of them.
“ Mr. Heins, a virile figure, broad of vision, posi
tive in his opinions and like all the others, rockribbed in his integrity, was, by common consent, our
first president. Mr. Francis, a mild, modest, kindly
man, wise in counsel and sound in judgment, was my
intimate business associate for ten years, and though
he passed over to the other side more than twenty
years ago he walks with me still. Mr. Vollum, keen,
shrewd, passionately devoted to every professional
duty, was our leader in all matters legislative and
the chief of our examining board through many
years. During the later of these years it was my
privilege to share that work with him in a most de
lightful association. Mr. Brown, whose passing has
been so recent, was the only one of the four spared
to cross the actual date of our twenty-fifth anniver
sary. Always earnest in things that would make for
the good of the profession, his unwillingness to ap
pear in public meetings deprived many of our mem
bers of a knowledge of his personal charm and his
kindly nature. Born in the south, he served in a
Confederate cavalry regiment through the civil war.
I vividly remember meeting him opposite Inde
pendence Hall on that July day when we were both
thrilled by the news of the battle of Santiago.
Greeting me with a warm handclasp, with genuine
joy, he exclaimed that ‘at last the north and south
are united!' He bore on his body the marks of
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ceiving more than he gives. The Institute wants
every certified Pennsylvania accountant to join its
ranks and will welcome everyone to the privilege
of service; feeling sure that it can repose faith and
confidence in your carrying the banner onward in
the spirit of “ setting the cause above renown, to
love the game beyond the prize.”

to recognize the value of statistics in the
management and direction of their respec
tive businesses. Copies of the bulletin may
be obtained gratis from the offices of the
Institute, 135 Cedar street, New York.

“Leveling the Peaks and Valleys of
Business”

Quarterly Meeting of the EnglishSpeaking Accountants in Paris

The chamber of commerce of the United
States has issued a bulletin, entitled “ Level
ing the peaks and valleys of business,” and
has offered to supply copies to members of
the American Institute of Accountants who
may be interested in receiving them. The
bulletin, No. 38, urges th a t trade and pro
fessional associations set up effective ma
chinery for the gathering, compilation and
distribution of statistics. The purpose of the
bulletin is to educate industrial executives

The quarterly luncheon and meeting of
the English-speaking accountants in Paris
was held a t the Restaurant le Cardinal, on
Wednesday, March 17, 1926. E. d'Errico
presided and a short discussion on fiscal
m atters took place. Mr. d ’Errico and
Charles H. Evans were elected to fill two
vacancies on the committee for the ensuing
year and Oscar Fawcett was re-elected
secretary. The proceedings term inated with
a vote of thanks to the chairman.

REGIONAL MEETINGS
Boston

duction by Carl H. Nau, past president of the
Institute.
The American Institute of Accountants—William
H. West, president of the Institute.
The genesis, growth and aims of the Institute—W.
Sanders Davies, first president of the Institute.
Accountancy education—A. S. Fedde, chairman of
the board of examiners.
From Wickersham to Mellon in tax legislation—
Edward E. Gore, chairman of the committee
on federal legislation.
C. P. A. legislation— L. G. Fisher, chairman of the
committee on state legislation.
Cooperation with bankers—F. H. Hurdman, mem
ber of the committee on cooperation with
bankers.
The Institute and public service— George S. Olive,
member of the special committee, on public
affairs.
Professional ethics—Ernest Reckitt, chairman of
the committee on professional ethics.
The spirit of the Institute—A. P. Richardson, secre
tary of the Institute.

A regional meeting will be held a t Boston
in June. Details will be announced later.

Cleveland
A regional meeting for the district com
prising Indiana, Ohio, Virginia, Michigan,
W est Virginia and the western sections of
Pennsylvania and New York will be held a t
Cleveland on M ay 22nd. A departure from
the usual custom of confining the subjects
presented a t regional meetings to papers
on technical subjects has been announced.
“ The American Institute of Accountants—
some of its permanent and continuing activi
tie s” will be the general topic of discussion.
The papers and talks will be given by officers,
committee chairmen and past presidents of
the Institute. The exact purposes, aspira
tions and functions of the Institute will be
thoroughly and concisely presented. It is
hoped th a t many accountants and business
men interested in accountancy who are not
members of the Institute will be present on
this occasion. The programme, as tenta
tively drawn up, is as follows:

Jackson
A regional meeting of the district com
prising Louisiana, Mississippi, Alabama,
Tennessee, Arkansas, Texas and Oklahoma
will be held a t Jackson, Mississippi, M ay
10th and 11th. W. Q. Sharp, general chair
man, has been active in making prepara
tions and has appointed the following men
to serve on the committee, each being
responsible for the representation from his
respective state: L. E. Crook, Mississippi;
W. O. Ligon, Oklahoma; Loyd B. Smith,

CLEVELAND, OHIO, MAY 22, 1926
The American Institute of Accountants—Some of its
Continuing and Permanent Activities
Discussions
The how and why of the programme—a brief intro-
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Texas; George A. Treadwell, Louisiana;
H. W. Hennegin, Arkansas; F. Hopkinson
Smith, Alabama, and Edward S. Elliott,
Tennessee. All who are interested in ac
countancy are cordially invited to attend
the meeting. The programme as outlined
is as follows:

Tuesday, May 11, 1926
Morning Session

Taylor E. Cress, presiding.
The accountant—Ernest Reckitt.
The accountant and the lawyer—W. H. Watkins,
lawyer.
The certified balance-sheet—L. M. Gaddis, presi
dent of the Jackson State national bank.
The investor and the accountant—E. G. Flowers.
The accountant and the income-tax return—De
Quincy Sutton, commissioner of income tax of
Mississippi.
Discussion.
1 P. M.—Luncheon.

JACKSON, MISSISSIPPI, MAY 10 AND
11, 1926
American Institute of Accountants, guests of the Mis
sissippi Association of Certified Public Accountants.
Monday, May 10, 1926.
8.30 to 10.30 A. M.—Registration.

Afternoon Session

H. W. Hennegin, presiding.
The university and the accountant—G. V. W. Lyman,
instructor in accounting, Tulane University.

Morning Session

Invocation.
Welcome to Mississippi—Governor Henry L.
Whitfield.
Welcome to Jackson—Mayor Walter A. Scott.
Welcome from Mississippi accountants—L. A.
Williams.
Response.
Archie M. Smith, presiding.
The American Institute—A. P. Richardson.
The Mississippi Association—Nelson Taylor.
1 P. M.—Luncheon.

Business Session—8 P. M.
Banquet—Dancing

M inneapolis
There will be a regional meeting of the
Institute at Minneapolis, May 15th. This
region comprises Minnesota, Wisconsin,
Illinois, Iowa, Nebraska, Missouri, Kansas:
and Kentucky. Preparations are well
under way, but the programme has not yet
been made available for publication. It is
expected that many prominent men will
speak at the meeting. The month of May
is the most pleasant season of the year in
Minneapolis, and every indication points
toward a very successful gathering. R. T .
Schneider is in charge of arrangements.
All accountants of the district are urged to
attend.

Afternoon Session

States’ meeting, Lewis Crook, presiding.
Response of states:
Alabama—F. Hopkinson Smith.
Arkansas—H. W. Hennegin.
Louisiana—George A. Treadwell.
Oklahoma—William O. Ligon.
Tennessee—Edward S. Elliott.
Texas—Loyd B. Smith.
Address—William H. West, president of the Ameri
can Institute of Accountants.
7.30 P. M.—Supper.
The traditional background for the ethical practi
tioner in our professions—Hon. Fred Lotterhos,
lawyer.

BOARD OF EXAMINERS
in the conduct of the spring examinations,
using the questions prepared by the Insti
tute examiners.
A ballot accompanies this Bulletin, con
taining names of applicants who have been
recommended by the board of examiners for
election. The council voted to elect these
applicants at the meeting of April 12th.

The examinations of the American In
stitute of Accountants will be conducted
May 13th and 14th. The examinations
will be held in New York at the offices of
the Institute, in Chicago and in other cities
which have not yet been finally selected.
It is expected that more than 30 states and
territories will cooperate with the Institute

S T A T E L E G IS L A T IO N
late the practice of public accountancy.
Following is a brief summary of the bills
directly or indirectly affecting the pro
fession.

M an y bills of interest to accountants
have been introduced in various state
legislatures, but in New Y ork alone has
legislation been proposed directly to regu
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Kentucky

Under these bills no one would be perm itted
to practise accountancy without license
under one of the two designations. The
two bills differ in many details.
Assembly bill 1783 provides for the
regulation of the public practice of account
ancy and provides for the appointment of
the members of the board of accountancy
of New York. The number of members of
the board is increased in this bill from three
to five, and administrative procedure of
the board is slightly changed. Penalties
more severe than those provided in the
present New York law are stipulated for
the enforcement of the sta tu te ’s provisions.
This bill is supported by the New York
State Society of Certified Public Account
ants.
Among other bills introduced in the New
York legislature the following, if enacted,
would be of interest to accountants.
Assembly bill 1724 and senate bill 1406
amend the penal law making it a misde
meanor to make a false statem ent in writing
respecting financial condition to any state
officer in order to obtain a state contract.
Senate bill 1203 amends the insurance
law by providing for insurance for account
ants, auditors and tax counsellors for loss
or damage on account of neglect, omission
or error.
Senate bill 1160 is an amendment to the
penal law which makes it a misdemeanor
to communicate information derived in the
course of employment from the books of
accounts, records, papers or files of the
employer. This bill has reached a third
reading in the senate. I t has been intro
duced in the assembly as house bill 1593.
Senate bill 1096 amends the tax law by
providing th a t an application to review any
order or statem ent of account or any de
termination in regard to corporation tax
m ust be made within ninety days after
service of notice of determination. This
bill passed the senate April 1st.
House bill 225 amends the stock corpora
tion law by permitting investment com
panies to create and issue shares of stock.
This bill passed and was sent to the
governor March 2nd.
House bill 472 relates to the judiciary
law, bu t contains an item of interest to
accountants. It provides th a t no period
of clerkship shall be required for an appli
cant for admission to practise law who has

Senate bill 127 has been approved by the
governor of Kentucky and will be incor
porated into the laws of 1926. This bill
relates to a uniform system of accounting
in state and county governments and
provides for penalties for violation of the
provisions of the statute. The legislature
of Kentucky adjourned sine die M arch 17th.

Massachusetts
M assachusetts senate bill 15, relating to
audits of municipal accounts by the director
of accounts, was approved by the governor.
I t has become chapter 128 of the laws of
1926. The bill provides th a t an audit of
accounts of all cities and towns of the
commonwealth of Massachusetts except
Boston shall be made a t least once in two
years.

Mississippi
The legislature of Mississippi has passed
senate bill 286 which provides for a codifi
cation of the privilege license fees now
current in the state. The fee for public
accountants is $50 annually. The Missis
sippi legislature adjourned sine die March
19th.

New York
Four bills to regulate the practice of
public accountancy in New York have been
introduced. The bill known as the Hutchinson-Downing bill, (assembly bill 1627,
senate bill 1290) has been introduced
simultaneously in assembly and senate.
This bill provides th a t no one shall practise
public accounting in New York except
certified public accountants of New York,
although accounting work involved in
preparation of tax returns is not included
under this ban. The bill makes it possible
for public accountants who have practised
in the state for three years to obtain a
degree of certified public accountant with
out examination, subject to certain re
strictions. This bill provides for the ap
pointment of members of the state board of
accountancy by zones. A hearing on this
bill was held M arch 30th and is reported in
another part of this Bulletin.
Assembly bill 1722 and assembly bill
1784 would regulate the practice of public
accounting in New York by creating two
classes of practitioners, certified public
accountants and public accountants.
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South Carolina

had a t least five years’ experience in prac
tice as a certified public accountant and
satisfies certain other requirements.

The legislature of South Carolina ad
journed sine die March 20th. No bills of
interest to accountants were introduced
during the session.

Rhode Island
In Rhode Island a bill (house, 952) re
lating to federal land banks has been intro
duced. This bill contains a clause provid
ing th a t any mortgage company issuing or
guaranteeing bonds or certificates of in
debtedness of federal land banks shall
have its accounts and consolidated state
ments audited a t least once a year by a
certified public accountant.

Virginia
House bill 458 of Virginia was approved
March 31st. This bill provides for the
segregation for purposes of taxation of the
several kinds and classes of property, speci
fying upon w hat class state taxes and upon
w hat class local taxes may be levied. The
Virginia legislature adjourned March 13th.

STATE BOARDS OF ACCOUNTANCY
Illinois
Oklahoma
A new board of accountancy has been
appointed in Illinois since the accountancy
act of 1925 was declared unconstitutional
by the supreme court. The new board is
composed of the following men: Frederick
B. Andrews, chairman, Arthur Andersen,
secretary, and W alter F. Dodd, attorney.

Homer C. Hammonds of Oklahoma City,
Oklahoma, has been appointed as a member
of the state board of accountancy to suc
ceed Tom D. Boydston, former secretary,
whose term has expired.

COMMITTEE ACTIVITIES
While satisfactory progress has been
made in approaching the colleges, it is
desirable th a t the bureau ascertain as early
as possible how many applicants for
positions will be employed by members of
the Institute. The committee strongly
desires to learn the opinion of Institute
members regarding the work of the bureau.
Several of the questionnaires for accounting
firms which were distributed with last
m onth’s Bulletin have been returned, but
many members have not yet responded.
The committee urges each firm to send in its
questionnaire whether it desires to employ
men through the bureau or not, as this is
the only means the committee has of gaug
ing its potential service and estimating the
extent of its future activities.
The bureau has already received applica
tions from several promising men who will
be graduated from their respective colleges
in June. Present indications seem to show
th a t men of ability will apply for employ
m ent through the agency of the bureau for
placements.
All communications should be addressed

Special Committee for Placements
The special committee for placements
reports progress in the activities of the bu
reau for placements, whose organization and
functions were announced in previous issues
of the Bulletin.
Ten thousand copies of the brochure
describing the opportunities in accountancy
have been printed and are being distributed
in response to requests by members of the
senior classes in many colleges throughout
the country. The text of this brochure was
published in The Journal of Accountancy for
April. Through the college authorities the
bureau has developed correspondence with
many individual students. Several thou
sand copies of an application form have been
prepared, which are to be filled out by
applicants for positions with accounting
firms.
Requests for these application
blanks are steadily increasing in number.
The application blank is designed to provide
information for the prospective employer
which will give him a general knowledge of
the caliber of the applicant.
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to the Bureau for Placements, American
Institute of Accountants, 135 Cedar Street,
New York.

tin 5 on federal arbitration, the bureau has
been called upon to perform im portant
services in a number of states where efforts
are being made or are planned for the enact
ment of state laws which will make fully
effective the new federal act dealing with
this subject. Several reports have been
compiled a t the request of members and
associates in various states and much mis
cellaneous information has been sent to
inquirers who are desirous of advancing the
commercial arbitration movement. Less
than 2,000 copies of the edition of 25,000 are
now available, and it is expected th a t these
will be needed by the various committees
and organizations which will take steps
during the coming year to present facts rela
tive to arbitration to business men and
to organizations as well as to legislators.
The American Arbitration Association, in
a recent bulletin which was distributed to
thousands of business men and organiza
tions, described the p art th a t the American
Institute of Accountants has performed in
advancing the arbitration movement.
The Savannah Credit M en’s Association
sent a special letter to its membership de
scribing letter-bulletin 5 on federal arbitra
tion and notifying its members th a t copies
m ay be had a t the offices of the Institute.
The San Francisco chamber of commerce
submitted to its arbitration committee
copies of letter-bulletin 5 and wrote to this
committee th a t it believes th a t the San
Francisco members and associates of the
Institute can be of real help in the campaign
for the enactment of a new arbitration law
in California by the next session of the
legislature.
The Chicago Association of Credit Men
published in the March issue of Credit K raft
an item descriptive of letter-bulletin 5 on
federal arbitration with an announcement
th a t copies were available to members. A
similar notice was published in the bulletin
of the Toledo Association of Credit Men.
A supply of copies of letter-bulletin 5 was
provided for the Chicago Furniture M anu
facturers Association a t the request of its
secretary who is a member of the committee
on arbitration of the Chicago Association of
Commerce.
In writing for a set of the letter-bulletins
published by this committee a Californian
said: "As a practising public accountant I
find th a t these splendid bulletins provide a

Special Committee on Public Affairs
During the past month the bureau of
public affairs has completed the preparation
of its letter-bulletin 6 which will deal with
bankruptcy problems. An edition of 50,000
copies has been authorized, and while this
is being printed descriptive notices and
requisition blanks will be sent to members
and associates of the Institute.
Public discussion of the weaknesses of the
bankruptcy system and its misuse by the
unscrupulous, resulting in large losses
annually to business men, has led to the
introduction in congress of a number of
measures for the amendment of the national
bankruptcy act. One of these proposed
amendatory bills has received the endorse
ment of a number of national organizations,
including the American Bar Association, the
Commercial Law League of America and
the National Association of Credit Men.
The provisions of the proposed amendatory
act are discussed in detail in the forthcom
ing letter-bulletin and the reasons for the
proposed amendments together with their
probable effect are analysed. A brief review
of bankruptcy legislation in the United
States is presented with an account of the
developments of the past year in the well
organized movement to improve bank
ruptcy conditions. An outline of the princi
pal defects in the existing bankruptcy sys
tem is given and the corrective measures,
some of which are already in effect, are also
presented. The letter-bulletin describes the
relation of the accountancy profession to
this im portant public problem and reviews
the part th a t the Institute and its member
ship have taken in the movement to correct
existing evils.
It is expected th a t the letter-bulletin will
be in great demand by trade organizations
of all kinds, by credit men, bankers, and
attorneys as it is believed th a t it contains
the latest and most detailed presentation of
facts relative to bankruptcy conditions. It
is urged th a t members and associates of the
Institute notify the committee promptly
upon receipt of requisition blanks of the
number of copies they wish for circulation.

Following the publication of letter-bulle9
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service apart from speaking and writing.
A t the head of an article by George E.
Hutchison of Chicago appearing in The
Black Diamond, appeared the following an
nouncement: “ Mr. Hutchison is a member
of the American Institute of Accountants,
which body has worked very closely with
the treasury departm ent officials in an
endeavor to improve the income-tax laws
and regulations, and he is also a member
of the Illinois Society of Certified Pub
lic Accountants, and is the consulting ac
countant for the Chicago Coal M erchants
Association.”

very valuable source of current information
and are indeed a worthy contribution to
their respective fields.”
Seventy-six distinct items of public
service performed by members and asso
ciates of the Institute were entered in the
records of the bureau during March.
T hirty reports blanks were received and
information relative to other public services
was obtained from other sources. Mem
bers and associates made 25 speeches
during the month, wrote and published 29
articles and performed 22 items of public

NEWS OF LOCAL SOCIETIES
ATLANTA CHAPTER
Colorado Society of Certified Public
Accountants
A t a recent meeting of the Georgia
Society of Certified Public Accountants a
charter was granted the A tlanta chapter of
the society, which was organized February
27, 1926. The following officers of the
chapter were elected: C. R. Dawson,
chairman; Edward Richardson, 1st vicechairman; James L. Respess, 2nd vicechairman; T . W. Noel, secretary and A. W.
Clapp, treasurer.

The Colorado Society of Certified Public
Accountants held its regular monthly meet
ing a t the Albany hotel, Denver, March
23rd. The subject of the meeting was
the local water board’s method of account
ing. F. G. Stackhouse, George D. Begole,
Clem W. Collins and other members of the
society participated in the discussion.
Louis C. Linck, president of the society,
presided.

Massachusetts Society of Certified
Public Accountants

Connecticut Society of Certified
Public Accountants

A meeting of the Massachusetts Society
of Certified Public Accountants was held
M arch 22 nd a t the chamber of commerce
building, Boston. The meeting was de
voted to a discussion of the report on the
Massachusetts corporation excise-tax law,
prepared by a special committee appointed
by the president of the society.
The committee consisted of the following:
J. Chester Crandell, chairman, George L.
Bishop, Frederick Bond Cherrington, Fred
erick M. Kehn and Raymond D. Willard.

The annual meeting of the Connecticut
Society of Certified Public Accountants
was to have been held April 14, 1926, at
the Hofbrau Haus, New Haven, Connecti
cut. A report of the proceedings will ap
pear in the next issue of the Bulletin.

Georgia Society of Certified Public
Accountants
The Georgia Society of Certified Public
Accountants is making plans to undertake
a publicity campaign modeled somewhat
upon the activities of the bureau of public
affairs of the American Institute of Ac
countants.
The chairman of the standing committees
of the Georgia Society have been appointed
for the year 1926. They are as follows:

Missouri Society of Certified Public
Accountants
The St. Louis chapter of the Missouri
Society of Certified Public Accountants
held a meeting March 25th a t the City
club, St. Louis. A dinner was served a t
6 P. M. and the business meeting started a t
7. Professor W. S. Krebs of W ashington
University delivered an address on ac
counting education.

Committee on education, M. H. Barnes.
Committee on legislation, H. T . Amason.
Committee on meetings, W. C. Jackson.
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New York State Society of Certified
Public Accountants
The regular meeting of the New York
State Society of Certified Public Account
ants was held April 12th, at the WaldorfAstoria hotel, New York. The subject of
the meeting was cooperation between ac
countants and bankers, and the principal
address was delivered by J. Whitney
Richmond.
Pennsylvania Institute of Certified
Public Accountants
A meeting of the Pennsylvania Institute
of Certified Public Accountants was held
March 24th at the City club, Philadelphia.
The subject for discussion was the practical
application of budgets. Chester E. Weger,
of New York, addressed the meeting on this
subject. The problems of budgeting are be
coming more and more important in the

practice of accountancy and the choice of
subject was considered fortunate. The
members of the Institute gave a vote of
thanks to the speaker.
The annual meeting of the Pennsylvania
Institute will be held April 19th at the Art
club, Philadelphia. Reports of officers
and committees, and applications for mem
bership will be considered. Officers to be
elected are president, vice-president, treas
urer, and two members of the council for a
term of two years.

Chartered Accountants Students'
Association of Ontario
The Chartered Accountants Students’
Association, Ontario, elected officers a t a
meeting held March 2nd. The results of
the election were as follows: President, A.
Ross MacKenzie; vice-president, Edward
Cross; secretary, R. F. Bruce Taylor, and
treasurer, W. R. Kay.

REVIEWS
A. J. EBY—“ COMMERCIAL TEACHING AS
A PROFESSION”

HERBERT C. FREEMAN—“ CONTROL OF
STOCKS OF MERCHANDISE”

Address delivered before the Pennsyl
vania State Education Association, Scran
ton, Pennsylvania, December 31, 1925.

Official publication of the National
Association of Cost Accountants, August
15, 1925.

The speaker introduced his address by giving his
conception of the importance of commercial teaching.
The educational standards of business schools and
the ability of commercial instructors bear a heavy
responsibility for the conduct of the business men
whom they send out into the commercial world.
The correct training of a commercial teacher should
consist of a proper correlation of technical and pro
fessional subjects. He should have a knowledge
of the sciences and arts and he should be a master
of the technique of business, such as bookkeeping—
involving mathematics, commercial law and Eng
lish—shorthand, typewriting, etc. A commercial
teacher should be aware of the attributes which will
be expected of his students by business men when
the students enter active commercial life. This
information may be obtained through question
naires or by personal interviews with employers.
The commercial teacher must be an example to his
students. His methods of procedure must be cor
rect, because he is bound to be the object of emulation.
Therefore, no commercial teacher should enter upon
instruction without previous experience in the busi
ness world. The speaker said that a year or longer
in commercial practice is almost a necessity to any
commercial teacher.

Mr. Freeman in his article outlines briefly the
nature of the business of a specific company, stating
the system of cataloguing, the types and number of
units of merchandise, and the plan of division of the
business into departments. It is his belief that the
individual plant must be the basis of control of large
stocks of merchandise. He then proceeds to trace
the shipment of merchandise through the various
departments, showing how constant and accurate
checks are provided without unnecessary handling of
the physical stock. For this purpose there exist
several departments, such as the receiving depart
ment, the releasing department, examining depart
ment and the accounting department, whose titles
indicate their several functions. The writer goes on
to describe the merchandise floors, or stock rooms,
where the physical merchandise may be stored, and
and where adequate provision is made for the possi
bility of rapid turnover. No record control is main
tained over quantities in open stock. The mechan
ics of the system of filling orders is next described, as
well as the stock-record department, which contains
complete files of orders placed. At regular periods
physical inventories are taken by clerks and these
inventories are checked by the stock-record depart
ment against the data assembled in their files and
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books of account or by the use of a perpetual stock
record. The writer gives illustrations in explanation
of these methods. After determining the cost of
merchandise sold and the gross profit for budget
purposes, it is important to budget selling and deliv
ery expenses. The sales policy should be attentive
to the variation between actual and estimated ex
penses. Salaries, wages and all other cost items
should be classified by the nature of service performed,
so that the merchant may determine which depart
ments are contributing to the final profit or loss.
Bad debts may be curtailed by a sound credit policy.
Fire, water-damage, burglary, workmen’s-compensation and public-liability insurance must be carried.
Rates on borrowed money will be affected by ineffi
cient administration or an abnormally low turnover
of accounts receivable or an insufficient amount of
capital for the volume of sales.

records. The writer closes by stating that constant
experiment and change takes place in the methods of
controlling merchandise. The ideal before the exec
utives is to use the last piece of merchandise on
hand each season to fill the last order received from a
particular catalogue.
THEODORE I. SCHNEIDER—“ THE ADVAN
TAGES OF A BUDGET SYSTEM”

Series of articles published in Women's
Apparel Merchant Magazine, December,
1925; January and February, 1926.
In the first of this series of articles Mr. Schneider
indicates the necessity for an adequate budget system
in the wearing-apparel business. Raw materials
and garments must be bought in advance of the
selling season. Climatic, economic and fashion
conditions may seriously alter the value of stock.
The budget system for such an industry embraces
sales, purchases, manufacturing and overhead ex
penses based on past experiences. A budgetary con
trol system provides for a correct relation of pur
chases to sales so that there will not be an excess of
stock unsold at the close of the season.
In the second article, Mr. Schneider explained
that the stockhouse, if scientifically controlled, could
be most lucrative. A budget system for stockhouses
requires: first, statistics of past experiences; second,
the assembling of statistics of other stockhouses and
comparing them with one’s own experiences; third,
control records reflecting expected results, and actual
performances, and analyzing the fluctuations between
estimated and actual figures. The gathering of
figures concerning one’s own experiences entails data
on variation in past sales, estimated future sales on
this basis, direct and indirect cost of finished goods,
selling and delivery expenses, administrative and
general expenses. The question of inventory is im
portant. Points must be established at which
maximum and minimum stocks are to be carried,
based on prospective sales. The points of maximum
and minimum purchases and the periods for inven
tory must be estimated from a study of the monthly
fluctuations in sales of prior periods. Customers’
returns must be considered in budgeting purchases.
Control of discounts and allowances is interlocked
with sales, purchases, inventories and returns. The
term “cost” includes not only the expense of labor
and material in the garment business, but also book
keeping, legal and professional costs, collection, re
cording and computing costs, etc. Guess-work and
approximations should have no place in computing
the cost of doing business. Accuracy makes for
efficiency and increased profits.
In the third article of the series, Mr. Schneider
discusses the budgeting and control of the items con
stituting overhead. All items of overhead are based
on net sales and therefore all items of cost should be
expressed on the same basis. The use of round
figures is to be avoided and scientific computation
substituted. The cost of merchandise must yield
a gross profit to cover overhead plus a net profit to
the merchant, and the activities of the year must be
so arranged that this consummation may be realized.
The item of gross profit should be estimated each
month and compared with the budget figures. This,
of course, requires a monthly inventory which may
be determined by physical count, by records in the

H. T. SCOVILL—“ COST AND SELLING
PRICE”

Article

published

in

Manufacturers'

News, March, 1925.
A comparison of the complexity of modern life
with the simple economy of our ancestors con
stitutes the writer’s opening paragraph. Mr.
Scovill enumerates ten major demands of the human
being—desires upon which are based 20,000 different
occupations and a most intricate economic and social
structure. One-tenth of the population of the
United States is producing from the soil, feeding the
nation in return for multifarious services performed
by the remaining nine-tenths of the country’s in
habitants. The involved societal structure which
results leads easily to the following question: “ If
money values arise as a result of supply and demand
in all cases, what effect does cost accounting have on
society as a whole?” The writer says that cost ac
counting is valuable in so far as systems are installed
to regulate unprofitable production and distribution.
However, the industrial manager informed of his
costs is apt to meet ruinous competition from rivals
who in ignorance of costs sell without profit, even to
their own ultimate destruction. It is a fallacy that
such sacrificial selling is beneficial to the public, for
every business failure causes losses to other firms
which result in higher prices. However, it is not
always easy for the cost accountant to determine just
when to discontinue what seems to be an unprofitable
production. Sometimes the unfavorable condition
is only temporary, and a change may be recom
mended. Often a product is purposely sold below
cost, the loss being assumed by other commodities
which can command a higher figure. Again, the
costs of two products such as different kinds of
lumber or various grades of fish, may be approxi
mately equal, while the demand (or lack of it) dis
torts the market price out of fair proportion to the
costs of production.
VICTOR H. STEMPF—“ PREPARATION OF
AUDITED STATEMENTS”

An address delivered before the St. Louis
Chapter of the Robert Morris Associates,
St. Louis, December 1 , 1925. Printed in the
bulletin of the Robert Morris Associates for
February, 1926.
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Mr. Stempf opened his address by quoting several
authorities on the necessity of certification of state
ments for credit purposes. He defined the audit
briefly as the examination, adjustment and certifica
tion of accounts, and quoted the federal reserve
board’s “ Approved methods for the preparation of
balance-sheets,” in which certified statements are
divided into two classes: the balance-sheet audit
without personal supervision of inventory or ap
praisal of assets, and statements verified with per
sonal supervision and appraisal. The speaker said
that there was no question as to the respective values
of the two kinds of audit, but called attention to the
impossibility of always using the more thorough
and more expensive complete audit. The banker
wishes to know whether conditions justify a loan
or not. He does not contemplate becoming a per
manent partner in the enterprise in question. The
accountant can not alter present business conditions.
He is expected to conform to the wishes of his client
and he must accept the limitations placed upon him
and perform the best possible work under the condi
tions he finds. When a business requires additional
permanent capital an exhaustive investigation is
proper and usual. Such an investigation should sub
stantiate the ownership and value of all assets; cost
and replacement value of fixed assets; the fair value
of current assets, and the value of intangible assets
and should include a determination of all accountabilities—verifying liabilities due, accrued or con
tingent. An investigation of this kind requires the
services of valuation engineers and qualified ap
praisers, as well as accountants. The speaker then
briefly outlined the procedure which should be fol
lowed by an accountant in such circumstances. He
mentioned the confusion which exists in the minds
of laymen in their conception of a detailed audit and
explained that the definition varies according to the
conditions in the firm under scrutiny. Internal con
trol, consisting of records, distribution of labor and
mechanical safeguards, often obviates the necessity
of extended investigation. The competent auditor
makes a thorough survey of existing methods as a
rule and guide for his procedure in the audit. He is
equipped to exercise professional judgment upon the
condition of the records and the extent of internal
control as a basis for the audit programme.
Audited statements incident to the extension of
commercial credit are more common than thorough
investigations for investment purposes and they do
not necessarily deal with capital assets, for the
commercial banker is chiefly interested in the current
conditions.
The speaker here deliberately indulged in a digres
sion upon the awkwardness of the calendar year, and
he strongly advocated the establishment of a fiscal
year closing shortly after the peak season of each
business.
The commercial banker, continued the speaker,
needs only the essential elements of net sales, net
profits and details of income and loss to make his
credit analysis, and the balance-sheet audit which
supplies him with this information today involves
a verification of assets and liabilities together with
a substantial test of underlying operating details.
The accountant must be something of an appraiser,
something of a merchant, something of an engineer,
in so far as principles are concerned, but he can not
be expected to be a master of the technical knowledge
of all these vocations. He should satisfy himself of

the accuracy of accounts through the application of
substantial tests. The speaker then described how
a statement may be drawn up and how the various
items may be subjected to such tests. The speaker
concluded by stating that an accountant’s certificate
is the essence of his report. Any qualification not
otherwise expressed in the balance-sheet should be
expressed in this certificate and the phraseology of
the certificate demands careful thought. Several
specimen certificates were used as illustrations. Any
limitations imposed on the accountant by agreement
with the client should be mentioned in the descrip
tion of balance-sheet classifications or in the accom
panying certificate.
U RBAN F. VON ROSEN— “ FIVE WASTES IN
D IST R IB U T IO N ”

Address delivered before the Cooperative
club of Cleveland and the Kiwanis club of
Elyria, October 29, 1925.
The speaker announced that his talk was one of a
series being given all over the country as part of the
programme of management week, the purpose of
which was to improve the art of management in de
veloping methods to increase the profits of the
owner, the wages of the worker and to decrease the
cost of living for the consumer or, if possible, to
accomplish all three things. The functions of indus
try are production and distribution. Some reduc
tion of the costs of production has already taken
place, but the distribution costs have been growing to
unwieldy proportions and it is estimated that they
now cover nearly half the cost of production. Some
of the causes of wastes in distribution are:
1. Lack of standardization of sizes and style and
unnecessary complexity of parts.
2. Insufficient knowledge of market conditions.
3. Lack of sufficient control over production.
4. Too slow a turnover of merchandise and
accounts.
5. Avoidable credit losses.
The speaker stated that the last two phases
would receive his greater attention as being more
within the realm of a certified public accountant.
Too great a variety in certain lines of merchandise
increases cost of distribution. Possible economy in
this direction is illustrated by the fact that electriclamp bases were a few years ago manufactured in
seventy-nine varieties, while today six styles satisfy
all the customer’s demands—permitting a retailer to
carry a much smaller investment in merchandise
than before. Standardization of size and style will
help to eliminate waste. Some sales campaigns
show an insufficient knowledge of market conditions.
Great waste occurs in expending sales efforts in ter
ritories where the potentialities are insufficient to
warrant the cost. Lack of sufficient control over
production is another contributory cause of waste.
Over-accumulation of goods and over-expansion in
equipment is a danger. Too slow a turnover of
merchandise leads to great waste in distribution, and
yet this factor is under the control of every whole
saler and retailer. The high carrying charges in
creased by slow turnover of stock often warrant sell
ing at a loss. Quick turnover leads to greater net
profits. The carrying of accounts receivable is an
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expense which may be eliminated, or at least reduced.
An efficient credit department can release much
profit tied up in accounts receivable. Every mer
chant must include in his selling price an amount
sufficient to cover credit losses. Financial state

ments verified by reputable accountants, education
of the public to appreciate seriousness of the offense
of submitting false financial statements, and certain
alterations in the federal bankruptcy act would do
much to cut down waste.

COURT DECISIONS
Utah
The supreme court of Utah, in the case
of McLaughlin et al. v. Cluff, attorney general,
et al., held th at bonds of a Utah corporation
in possession of a nonresident a t the time
of his death in a foreign state were not
“ property within the jurisdiction of the
s ta te ” , so as to be subject to inheritance or
transfer tax. The bonds were of the Union
Pacific Railroad Company, which is a corpo
ration organized pursuant to the laws of U tah.
The owner was Albert, prince of Monaco,
who died in Paris, France. The bonds were
issued in New York and secured by a deed
of trust to a New York trust company.
The bonds were actually or physically never
within the state of Utah. The supreme
court held th a t these bonds were not

property within the jurisdiction of the state
so as to be subject to taxation.

West Virginia
The statutory penalty for failure of prop
erty owner to return property for taxation
is constitutional and valid. Subsequent
entry on the property book of personal
property om itted in former years and the
levying of taxes with interest against such
property do not relieve defaulting tax
payer from statutory penalty. If delayed
return is made, and property is entered on
property book before the end of the assess
ment year, taxpayer is not liable for statu 
tory penalty. (State versus Page, C. C.
No. 339, supreme court of appeals of W est
Virginia, October 20, 1925.)

OBITUARY
Arthur E. Chandler
A rthur E. Chandler, Akron, Ohio, died
April 1st. Mr. Chandler had been an active
member of the American Institute since
1920. He was a certified public accountant
and a member of the firm of Chandler,
M urray & Chilton.

monia, March 14th, in Milwaukee, Wiscon
sin. A t the time of his death he was
associated with Price, W aterhouse & Co.
He was adm itted to membership in the
Institute in 1921.

C. A. Gano

Forbes Dunderdale

C. A. Gano, member of the firm of Gano
and Cherrington, Cincinnati, Ohio, died
suddenly March 27, 1926. Mr. Gano was
fifty-eight years of age and had been a
member of the American Institute of Ac
countants since 1916, and of the American
Association of Public Accountants, the pred
ecessor of the Institute. He was a certified
public accountant of Ohio and a t the time
of his death was president of the Ohio
Society of Certified Public Accountants and
a director of the Southern Ohio chapter of
the American Institute.

Forbes Dunderdale, New York, member
of the American Institute of Accountants and
a certified public accountant, died March 3rd,
in his 67th year. A t the time of his death
he was practising on his own account. He
had been a member of the Institute since
1916.

Walter H. Firth
W alter H. Firth, member of the American
Institute of Accountants, died of pneu
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H ERE AND TH ER E
Bernstein & Feiring announce the re
L. G. Battelle, Dayton, addressed the
moval of their offices to 1540 Broadway, lumber-yard management class of Antioch
college, February 18, on cost accounting for
New York.
retail lumber yards.
J. C. Gray and W. H. Campbell announce
David Berdon, New York, was the author
the formation of a partnership, under the
name of Gray & Campbell, with offices a t of an article, “ Your financial statem ent,”
which was published in the March issue of
189 St. James street, M ontreal, Canada.
Dresses.

Haskins & Sells announce the removal of
their office in Berlin, Germany, from 53
Franzoesische Strasse to 57 Unter den
Linden.

Wilmer Black, Baltimore, addressed the
Baltimore Furniture and Bedding M anu
facturers Association, January 25th, on
taxation.

Horwath & Horwath, Chicago, announce
removal of their office April 1st, to the Straus
building, Michigan and Jackson avenues.

W. B. Castenholz, Chicago, is the author
of an article on factory cost accounting
which appeared in the February 20th issue
of the Manufacturers’ News.

Lingley, Baird & Dixon announce the
removal of their offices to 41 Maiden lane,
New York.

Clem W. Collins, Denver, addressed the
members of the Sunnyside Improvement
Association of Denver, M arch 16th, on
taxation, and the Congress of Women’s
Organizations of Denver, March 18th, on
the complete revaluation of Denver for
assessment purposes.

W. A. Paton and F. E. Ross have formed
a partnership under the name of Paton &
Ross, with offices in the State Savings Bank
building, Ann Arbor, Michigan.
Peat, Marwick, Mitchell & Co. announce
the opening of an office a t 607 Dexter
Horton building, Seattle, Washington.

Horace G. Crockett, New York, addressed
the first international regional conference of
the National Association of Cost Account
ants a t Buffalo, February 19th, on selling
costs and a proper basis of salesman’s
compensation.

Glenn O. Williams Co. announces the
removal of offices on April 1, 1926, to 1223
Commerce building, Rochester, New York.
*

*

*

*

The following information is derived from
reports sent in by members and associates
on blanks distributed by the bureau of
public affairs:

J. D. M. Crockett, Kansas City, was
elected treasurer of the Kansas City chapter
of the National Association of Cost Ac
countants, organized March 24th.

Jacob Auer of Chicago addressed the
real-estate men of Miami, January 20th,
and of Daytona, January 22nd, on Florida
land deals versus federal income taxes.

Edward J. Dillon, Kansas City, has been
elected secretary of the recently formed
Kansas City chapter of the National
Association of Cost Accountants.

Albert T . Bacon, Chicago, wrote an
article on a phase of cost accounting as
related to the canning industry, which
appeared in The Canning Trade for Febru
ary.

Aaron J. Eby has been elected president
of the commercial division of the Pennsyl
vania State Education Association for 1926.
Arphaxad Foy, Detroit, is the author of
an article on inventory accounts and the
general accountant, published in the bulle
tin of the National Association of Cost
Accountants for February.

Charles Banks, Chicago, wrote an article
on the modern trend of arbitration for the
Investment News of February 20th.
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D eW itt C. Eggleston, New York, is the
author of a book, Auditing Procedure,
published this month.
A. S. Fedde, New York, spoke on the
new income-tax law, from station W HAP
of New York, M arch 1st.
W. J. Forster, New York, as chairman
of the accountants’ committee of the Hotel
Association of New York, on March 22nd
presented to the executive committee of the
association a uniform system of accounts
on which the committee has been working
for the past six months. The system has
been approved by the Hotel Association.
Printed copies of the manual have been
ordered for distribution to hotel accountants
and managers.

J. H. Kauffman, Columbus, Ohio, was
the author of an article on accountancy in
government, which appeared in Highway
Topics for January. M r. Kauffman is a
director of the League for Accountancy in
Government. “ W hat to do about taxes”
was the title of an article by Mr. Kauffman,
which appeared in the February issue of the
Ohio Woman Voter.

Roy B. Kester of Columbia University,
spoke before the Scranton chapter of the
National Association of Cost Accountants,
March 24th, on the workings of the research departm ent of the association.
Judson E. Krueger, San Francisco, is
conducting a course in the basic theory of
accounting, under the auspices of the ex
tension division of the University of Cali
fornia.

Spaulding F. Glass, Kansas City, Mis
souri, wrote a review of the tax situation in
relation to building and loan associations,
which was published in the January issue of
the Thrift Bulletin, the organ of the Kansas
state league of building and loan asso
ciations.

A. D. Lewis, Casper, Wyoming, dis
cussed the federal income tax a t a meeting
of the Casper Lions club held M arch 3rd.
A rthur M. Loomis, Los Angeles, addressed the R otary club of Hollywood,
M arch 31st, on business ethics. M r.
Loomis arranged and conducted the pro
gramme on international goodwill for the
Los Angeles R otary club on M arch 26th.
There were representatives from tw entyfive countries a t the meeting.

Lewi Gluick, W est Palm Beach, con
ducted an income-tax departm ent, an
swering questions from readers, in the
Palm Beach Times, the Stuart D aily News,
the Fort Pierce Record and the Vero Beach
Press, from December 28th to M arch 13th.

John T . Madden, New York, addressed
the New York province of the Newman
club, January 10th, on teaching as a life
work. Dr. Madden will deliver an address
on education for the profession before the
International Accountants’ Congress, Am
sterdam, Holland, July 6th.

Joel H unter addressed the A tlanta Wom
an’s club, February 8 th, on the position of
the United States before the world; the
City club of A tlanta, February 22nd, on
George Washington, and the graduating
class of the school of business administra
tion of Emory university, M arch 15th, on
the allocation of profits between a yam
mill and a cloth mill under the same
ownership.

Samuel Newberger, New York, is the
author of articles on tax m atters which have
appeared during February and M arch in
the Brooklyn Times, Highway Transporta
tion, New York University Alumnus, the
American Restaurant, Fruit Trade Journal ,
Northwestern Merchant and the New York

George E. Hutchison, Chicago, is the
author of an article, “ Pointers on the new
income-tax law,” which was published in
the Black Diamond for March.

Commercial.

Orrin R. Judd, New York, discussed will
contests a t a meeting of the trust company
section of the American Bankers Associa
tion a t New York, February 17th.

H erbert M. Temple, St. Paul, has been
elected governor of the Society of Colonial
W ars of the state of Minnesota.
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M r. Hutchison’s letter suggested th a t
each bill bear the words “ additional tax for
the year ------,” or in some other way
identify the debt for which the bill is sent.
The replies which have been received from
the internal-revenue officers seem to show a
willingness to cooperate with taxpayers on
m atters of administration of this sort, and
it is hoped th a t Mr. Hutchison’s suggestion
will soon be adopted.

The annual meeting of the Institute, as
announced in previous issues of the Bulletin,
will be held September 21st and 22nd a t
Atlantic City, New Jersey. The customary
meetings of council will be held September
20th and 23rd. All persons interested in
accountancy are cordially invited to attend
the open meetings on the 21st and 22nd.
The committee on meetings has selected
as headquarters the Marlborough-Blenheim
hotel. All communications regarding reser
vations should be sent direct to the hotel.
Rates and all other information will be
reported to members in notices from the
committee.

Exemption of Americans Abroad from
Income Tax
There has been a great deal of discussion,
and some confusion, among accountants and
business men generally as to the interpreta
tion of section 213, b-14, of the revenue act
of 1926, regarding the exemption from in
come taxation of Americans abroad. This
section reads as follows:

Urges Clarity in Bills of InternalRevenue Collectors
George E. Hutchison of Chicago, a mem
ber of the American Institute of Account
ants, has written to the commissioner of
internal revenue regarding the identification
of bills sent taxpayers by internal-revenue
collectors. Heretofore such bills have not
specified upon w hat year’s assessment the
amount charged was to be applied. This
deficiency has caused accountants and busi
ness men great annoyance, since if unpaid
taxes for more than one year, or any other
open items, are charged against a firm on the
books of the collector, much time is wasted
in determining upon just what account a
particular bill applies. Confusion has also
occurred in the records of the collector of
internal revenue, when a taxpayer’s pay
ment has been credited to the incorrect
open assessment item on the collectors’
books.

G r o ss I n com e D e f in e d

Sec. 213. For the purpose of this title, except as
otherwise provided in section 233—
(b) The term “ gross income” does not include the
following items, which shall be exempt from taxation
under this title:
(14) In the case of an individual citizen of the
United States, a bona fide non-resident of the United
States for more than six months during the taxable
year, amounts received from sources without the
United States if such amounts constitute earned in
come as defined in section 209; but such individual
shall not be allowed as a deduction from his gross
income any deductions properly allocable to or
chargeable against amounts excluded from gross
income under this paragraph.

The definition of earned income is given
in the following section:
Sec. 209. (a) For the purposes of this section—
(1) The term “ earned incom e” means wages,
salaries, professional fees, and other amounts re
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to is a United States citizen who has been outside the
United States for more than six months during the
taxable year, he is exempt from income tax on such
portion of his income from sources without the
United States as represents earned income under the
definition of section 209, and the fact that his salary
or commissions were paid to him by a monthly pay
check deposited to his credit in a bank in the United
States will not operate to deprive him of any of the
benefits of sections 213 (b) (14) to which he would
otherwise be entitled.
Respectfully,
C. R. N ash ,
Asst. to the commissioner,
by H. C. Armstrong, chief of section.

ceived as compensation for personal services actually
rendered, but does not include that part of the com
pensation derived by the taxpayer for personal serv
ices rendered by him to a corporation which repre
sents a distribution of earnings or profits rather than
a reasonable allowance as compensation for the per
sonal services actually rendered. In the case of a
taxpayer engaged in a trade or business in which
both personal services and capital are material in
come-producing factors, a reasonable allowance as
compensation for the personal services actually ren
dered by the taxpayer, not in excess of 20 per
centum of his share of the net profits of such trade or
business, shall be considered as earned income.
In construing sec. 213-b-14, the bureau of internal
revenue has said:
The place where services are performed and not
the place where payment for those services is made
determines whether the compensation is from a
source within or without the United States.

The Natural Business Year
As announced in the Bulletin of the
Institute for January 15, 1926, the Univer
sity of Illinois, through its business-research
bureau, has been conducting investigations
and collecting statistics on the question of
the calendar year versus the fiscal year.
A letter from the assistant director of the
bureau was printed in the January Bulletin,
asking th at accountants send the bureau a
list of industries with which they were ac
quainted, indicating the most logical date
for closing the fiscal year in each business.
A further letter has been received from
the bureau, as follows:

C. R. Nash, assistant to the commis
sioner of internal revenue, has explained in a
letter to the National Foreign Trade Coun
cil the application of the provisions in this
section. The letter from Mr. Nash is as
follows:
C ommissioner of I nternal R evenue

Treasury Department
Washington, D. C.
March 29, 1926.
National Foreign Trade Council,
India House,
Hanover Square, N. Y. City.

Editor, The Bulletin:

In gathering information for a bulletin on the
natural business year we have had a larger per
centage of replies to requests for information directly
from business houses than from public accountants.
We are ourselves responsible for that unexpected
situation, I think, because we thoughtlessly sent out
the inquiry to accountants during their busy season.
The worst part of the rush is now over and we hope
the practising accountants who have not yet given us
their experience will do so now—writing directly to
me at the University.
It would only be necessary (1) to list the types of
business they are most familiar with, and (2) to indi
cate for each one the date which is the most logical
time for ending the fiscal year. Comments upon the
subject generally or with respect to any specific in
dustry would also be very useful, if the accountant
cares to make any.
We shall be glad to send a copy of the completed
bulletin to each one cooperating.
Yours truly,
A. C. L ittleton, Assistant Director.

Sirs:

Reference is made to your letter of March 2 0 , 1926,
relative to section 213 (b) (14) of the revenue act of
1926 providing for exemption of Americans abroad
from income tax.
You have been informed that the bureau has made
a ruling in regard to this provision to the American
chamber of commerce of Havana in which ruling it
was stated that the place where the services of a tax
payer are performed and not where the payment is
made determines whether the compensation is from a
source within or without the United States. You
also refer to an article by Mr. Mitchell B. Carroll of
the division of commercial laws, department of
commerce, published in the United States Daily,
March 16, 1926, where, in giving an interpretation of
section (213) (b) (14) it is stated that if the monthly
pay check of a foreign representative is deposited in
an American bank to his account, the total thus
deposited will be exempt even though he draws only
a part thereof from the bank. You inquire whether
these rulings are correct in order that you may give
authoritative information to the many inquiries
which you receive relative to this section of the law.
You have been correctly informed that the place
where services are rendered and not where the com
pensation is paid is the controlling factor in deter
mining whether compensation represents income
from sources within or without the United States
within the meaning of section 213 (b) (14). With
reference to the article in the United States Daily, you
are advised that if the foreign representative referred

The question of the natural business year
is one which has received much considera
tion within the profession and is of great im
portance in the practice of accountancy.
Accountants should send the desired infor
mation to A. C. Littleton, Bureau of
Business Research, University of Illinoisr
Urbana, Illinois.
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of management which have followed the
surveys of wastes in industry and commerce
th a t have been made in late years. Among
these were the national distribution con
ference, in which the Institute was repre
sented; the survey by the Hoover committee
on elimination of waste in industry, which
published a report on the subject, and the
survey made by the committee on business
cycles and unemployment.
Specific recommendations as to methods
of curbing wastes and of stabilizing business
were made in each of these reports, and it is
believed th a t their findings have resulted in
extensive savings and in the installation of
modern methods of operation through
cooperative action by commercial and in
dustrial groups, designed to meet conditions
as revealed. No concerted effort has been
made to discover the extent of benefits ac
cruing from these attacks on waste.
Detailed suggestions as to the part th a t
may be played by members and associates
of the Institute in this year’s observance
of management week will be given in later
issues of the Bulletin, following the comple
tion of plans by the national committee.

Institute to Participate in Manage
m ent Week
The American Institute of Accountants,
by action of the executive committee, has
become one of the four sponsor organiza
tions for management week, to be observed
at a time in October to be chosen later.
Cecil S. Ashdown, of New York, has been
appointed by the president to represent the
Institute on the national committee in
charge of arrangements.
Management week is a period set aside
each year for discussion by representatives of
several national organizations of various
phases of problems related to management
in any of its forms. Meetings are held in
many cities, usually with the cooperation of
chambers of commerce, trade organiza
tions, boards of trade and civic and techni
cal organizations. In past years many
members and associates of the Institute have
participated in these meetings by serving
on the local committees of arrangement—
in many instances as chairmen—by pre
senting papers on the topic chosen, and by
taking part in the discussions.
The organization meeting of the national
committee was held in New York, M ay 7th,
with the following men in attendance:
W. H. Leffingwell, chairman, represent
ing Taylor Society; Wallace Clark, Society
of Industrial Engineers; W. J. Donald,
American M anagement Association; Park
T. Sowden, American Society of Mechanical
Engineers; Cecil S. Ashdown, American In
stitute of Accountants; R. M. Hudson, di
vision of simplified practice, United States
Departm ent of Commerce.
Waste elimination is the subject chosen
for discussion during this year’s manage
ment week. Appraisal will be made of the
progress in this im portant work during the
last five years. Elimination of waste in
manufacturing processes and in distribution
has been the subject of many specific
recommendations by practising accountants
in their routine investigations and reports.
They are familiar with the progress made in
this direction because of their daily contact
with the problems of manufacturers and
merchants, and it is believed th a t they are
in a position to make valuable contributions
to the discussion.
It is the hope of the committee th a t inter
est may be focussed on the gains in efficiency

President West Addresses Alumni
William H. West, president of the
American Institute of Accountants, ad
dressed the final spring meeting of the Pace
Alumni Association a t a luncheon held a t
the Machinery club, New York, April 17th.
He discussed the history of accountancy,
from the times of the Babylonian empire, to
the present day. M r. W est said th a t there
were records to indicate th at the Greeks had
auditors to check accounts and th a t they
were the first to take this forward step.
Mr. W est described the book on double
entry bookkeeping written by the monk,
Pacioli, in Italy, which is believed to be the
first system of double entry devised. Two
of the five copies of Pacioli’s book extant
are in the library of the Institute. M r.
West extended an invitation to his hearers
to visit the library of the Institute and to
make use of its facilities. Mr. West
described some of the activities of the
Institute and gave a brief history of its
origin.

Accountancy in Cuba
The bulletins of the Cuban chamber of
commerce for October and November, 1925,
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progress since that time. Quotations from
an article entitled “ Early days in American
accountancy”, which appeared in The
Journal of Accountancy in January, Feb
ruary and March, 1925, were used by the
author to illustrate this discussion. Eng
lish translations of both articles are on file in
the library of the Institute.

contain articles on public accounting written
by Jose Duran, secretary of the Cuban
chamber of commerce, and Orlando Lopez
Hidalgo. The first of these articles is en
titled “ A valuable aid to commercial
development—the public accountant.”
The writer differentiates between the
accountant and the bookkeeper and defines
public accounting. A short description of
accountancy as practised in the United
States and England is given, and the
author then narrates the development of
public accounting in Cuba. He says that
American accountants in Cuba have done
much to bring the possibilities of the pro
fession to the attention of young men of
Cuba.
The second article is entitled “ Brief
historical review of the development of
public accountancy in the United States,” in
which the rise of the profession is traced
from its origin in Scotland and England to
its inception in the United States and its

Railway Accounting Officers
Association
The Railway Accounting Officers Asso
ciation has prepared and distributed the
agenda for the thirty-eighth annual meet
ing of the Association. The agenda is
composed of 347 printed pages and con
tains details of the coming annual meeting,
the order of business for the meeting, the
reports of all committees, proposed amend
ments to the constitution of the association
and the roll of membership.

BOARD OF EXAMINERS
William Lawther Vernon, Cairo, Ill.
C. William Wittman, Jr., Houston

The president of the Institute has de
clared elected as of May 5, 1926, 6 appli
cants for full membership and 9 for asso
ciate membership, and has announced the
advancement of 13 associates to full mem
bership. These elections took place as a
result of the recommendations of the board
of examiners which were approved by the
council at its meeting of April 12th. The
newly elected applicants are as follows:

For admission as associates:

Karl H. Becker, Boston
Stewart C. Brown, Milwaukee
Harvey C. Daines, Chicago
Thomas Riggs Dempsey, Los Angeles
Andrew Glenn Elder, Seattle
Willis W. Findley, Little Rock
Hugh H. Hite, Chicago
Allan Muddiman, Washington, D. C.
James C. Olive, Indianapolis

The semi-annual examinations of the
American Institute of Accountants were
held May 13th and 14th. The following
states used the examination questions pre
pared by the Institute examiners:
Alabama, Arkansas, California, Colorado,
Delaware, Florida, Idaho, Illinois, Indiana,
Kansas, Louisiana, Maine, Massachusetts,
Minnesota, Mississippi, Missouri, Nebraska,
Nevada, New Hampshire, New Mexico,
North Dakota, Oregon, Rhode Island,
South Carolina, South Dakota, Texas,
Utah, Vermont, Washington and Wyoming.
Several states which cooperate with the
Institute did not hold examinations this
month.

For advancement to membership:

Rudolph H. Anderson, Minneapolis
Manoel S. Carneiro, San Antonio
Jesse R. Carter, San Francisco
Alfred H. Coe, Wilmington
Nelson G. Culp, Chicago
Francis J. Farrey, Boston
Joseph Henry Gilby, Chicago
Joseph M. Kane, Chicago
Frederick M. Kehn, Boston
John Miller, Elizabeth, N. J.
William H. Segur, Providence
Leland G. Sutherland, Los Angeles
Emil G. Wunner, San Francisco
For admission as members:

Maurice Alfred Burlinson, St. Louis
Daniel D. Ewing, New Orleans
Iver R. Johnson, Chicago
Harold James Matteson, Duluth
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REGIONAL MEETINGS
Boston
The New England regional meeting of
the American Institute of Accountants will
be held at Boston in conjunction with an
annual outing of the Massachusetts Society
of Certified Public Accountants, June 21st.
The business meeting, which will include
the reading of technical papers and ensuing
discussions, will take place at 10 A. M. in
the Chamber of Commerce building, Bos
ton. The accountants attending the meet
ing will then travel by boat to the Pem
berton Inn, several miles from the city,
where the afternoon will be devoted to
baseball and water sports. The committee
has made arrangements for golf at con
venient courses in order th at those who
wish to visit the links during the afternoon
may be able to return to the inn in time for
dinner. There will be dancing at the inn in
the evening. All persons interested in ac
countancy are cordially invited to be
present at the meeting. The general chair
man is C. Oliver Wellington of Boston,
and Chester R. Union of Providence is
secretary.

Morning Sessions

9:00 A. M.
Registration
Address of welcome
Discussion
Some contrasting legal and accounting conceptions;
Henry Rottschaefer, professor of law, Univer
sity of Minnesota.
The American Institute; W. H. West, president
of the American Institute of Accountants.
How the accountant can assist the examining
officer; J. P. Jensen, bureau of internal revenue,
Minneapolis.
Round-table conference
Income-tax practice and procedure. (It is ex
pected that representatives of the board of tax
appeals and of the bureau of internal revenue
will speak on this subject.)
Luncheon

12:45 P. M.
Speaker, George W. Dowrie, dean of the school of
business, University of Minnesota.
Afternoon Session

2:00 P. M.
Discussion
The public accountant’s approach to the small
manufacturer’s problem; Claire I. Weikert,
chairman, National Laboratory of Cost Inves
tigations.
Defects in the monthly profit-and-loss statement;
W. B. Castenholz.
A basis for rate making for public utilities;
H. C. J. Peisch.
Presentation of evidence; Maurice Stoffer.
Round-table conference

Cleveland
A regional meeting of the Institute will
be held at the Hotel Cleveland, Cleveland,
Ohio, May 22nd. The programme for this
meeting was published in the April 15th
issue of the Bulletin. This region com
prises Indiana, Ohio, Michigan, West
Virginia and the western sections of Penn
sylvania and New York. All accountants
from these states are urged to be present at
the meeting.

Evening Session

6:30 P. M
Banquet. Strictly informal. National officers of the
Institute will speak. Entertainment.

Meeting of Accountants in Atlanta
A meeting of southeastern accountants
was held in Atlanta, Georgia, April 21st
and 22nd. The meeting was designed to
bring together all accountants from Georgia
and surroundings states. Joel Hunter de
livered an address of welcome to an audi
ence of approximately 100 accountants.
George S. Harris spoke on cotton-mill cost
accounting and a discussion followed his
address. At the end of the morning session
a luncheon for the ladies who were guests
at the meeting was served at the Atlanta
Woman’s club. Proceedings were resumed
at 3 o’clock, when J. E. Wilson spoke on
the essentials of a commercial audit, and
his address was followed by a discussion of
the subject. J. L. Respess discussed fiscal-

Jackson
A regional meeting of the Institute was
held at Jackson, Mississippi, May 10th and
11th. The programme for this meeting
was published in the April Bulletin. Full
details will be given in the Bulletin for June.
Minneapolis
A regional meeting of the Institute is to
be held at the Curtis hotel, Minneapolis on
the date of publication of this Bulletin ,
May 15th. The programme follows:
5
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and D. H. McCollough was chosen as sec
retary. At 7 :30 a banquet was served, at
which speeches were made by the following:
W. H. West, president of the American
Institute; C. R. Dawson, chairman of the
Georgia state board of accountancy; W. H.
James, George T. Rosson, W alter Mucklow,
C. R. W hitworth, D. H. McCollough,
Professor Thomas H. Noel, of the Georgia
Institute of Technology, and A. P. Rich
ardson, secretary of the American Institute.
Joel Hunter was toastmaster. Dancing
followed the banquet.

year closings for seasonal businesses, and
after a discussion of his paper, the meeting
adjourned for the day. On the second day,
April 22nd, W alter Mucklow spoke on the
1926 income-tax law. After luncheon sight
seeing tours were arranged to visit places
of interest in the vicinity of Atlanta. A
photograph of the accountants attending
the meeting was taken a t Stone mountain.
It was resolved th at the next meeting of
southeastern accountants would be held
in Asheville, North Carolina. George T.
Rosson was elected permanent chairman,

STATE LEGISLATION
The legislative reporting service of the
American Institute of Accountants has
reported the adjournm ent of the legisla
tures of the following states: Kentucky,
Mississippi, New Jersey, New York, South
Carolina and Virginia.

The people of the state of New York, represented
in senate and assembly, do enact as follows:
Section 1. Article fifty of the penal law is hereby
amended by adding thereto a new section to follow
section five hundred and fifty-three, to be section
five hundred and fifty-four, to read as follows:
Sec. 554. Communication of information ob
tained in the course of employment. Any person
who, having obtained or derived information in the
course of his employment, from the books of account
or from records, papers or files belonging to or in the
custody of his employer, publishes, circulates or in
any other manner discloses such information without
the consent of such employer, or threatens so to do,
or aids or encourages such publication, circulation or
disclosure, or threatens to aid or encourage the same,
and any person who, knowing or having reason to
believe that such information was so obtained or
derived, publishes, circulates or in any other manner
discloses such information without the consent of
such employer, or threatens so to do, or aids or
encourages such publication, circulation or dis
closure, or threatens to aid or encourage the same, is
guilty of a misdemeanor.
Sec. 2. This act shall take effect immediately.

New York
The New York legislature adjourned
April 23rd.
New York assembly bill No. 1627 (senate
bill No. 1290) known as the HutchinsonDowning bill, was defeated on the floor of
the assembly, April 22nd, by a vote of ap
proximately 2 to 1.
The bill was opposed by the New York
State Society of Certified Public Account
ants and by the American Institute of Ac
countants.
The Cuvillier bill to regulate the practice
of public accountancy, which was sponsored
by the New York State Society of Certified
Public Accountants, was not reported out
of committee.
Of the other bills reported in the Bulletin
for April 15th, only senate bill No. 1160 and
house bill No. 225 survived adjournment.
Senate bill No. 1160 amends the penal law
making it a misdemeanor to communicate
information derived in the course of em
ployment from the books of accounts, rec
ords, papers or files of the employer. The
bill was approved by the governor and has
become chapter 706 of the laws of 1926.
The text is as follows:

House bill No. 225 has become chapter 65
of the laws of 1926. This bill amends the
stock corporation law by permitting invest
ment companies to create and issue shares
of stock. The text of the bill is as follows:
An act to amend the stock corporation law, in
relation to preferred and common shares.
The people of the state of New York, represented
in senate and assembly, do enact as follows:
Section 1. Section eleven of chapter seven hundred
and eighty-seven of the laws of nineteen hundred and
twenty-three, entitled “ An act relating to stock
corporations, constituting chapter fifty-nine of the
consolidated laws as last amended by chapter four
hundred and forty-one of the laws of nineteen hun
dred and twenty-four,” is hereby amended to read as
follows:
Sec. 11. Preferred and common shares. Every

An act to amend the penal law, in relation to com
munication of information secured in the course of
employment.
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stock corporation shall have power to create and
issue shares of stock. Every such corporation, ex
cept a corporation organized under the banking law
other than an investment company, shall have power
to create and issue two or more classes of shares, with
such designations, preferences, privileges and voting
powers or restrictions or qualifications thereof as the
certificate of incorporation, or other certificate
creating such shares and filed pursuant to law, pro
vides; but no shares which are entitled to preference
in the distribution of dividends or assets shall be
designated as common stock or shares.
Sec. 2. This act shall take effect immediately.

Rhode Island
In Rhode Island, house bill No. 952 (re
ported in the April Bulletin ) provides that
any mortgage company issuing or guaran
teeing bonds or certificates of indebtedness
of federal land banks shall have its accounts
and consolidated statements audited at
least once a year by a certified public ac
countant. This bill was approved by the
governor, April 27th.

COMMITTEE
Special Committee for Placements
The committee in charge is gratified at
the progress which has been made in the
work of the bureau for placements. Ap
proximately 140 applications for positions
with accounting firms have been received
from students representing over 45 colleges.
These applications seem to indicate that
young men of ability will be available as
junior accountants through the agency of
the bureau.
Many of the questionnaires sent to ac
counting firms have been returned and it
appears that by the end of June members of
the Institute will be ready to employ a
number of applicants through the bureau
for placements.
At recent meetings the committee has
outlined a plan of procedure which, it is
hoped, will prove satisfactory. As appli
cations are received they are carefully
reviewed by an expert in personnel manage
ment and are classified in order of de
sirability. The committee then examines
the applications to confirm this classifica
tion. Personal interviews are arranged
between applicants and members of the
Institute in their vicinity, and if the reports
of such interviews conform to the commit
tee’s original judgment the applicants who
appear to be satisfactory are placed on an
approved list. Applicants will be allotted
to employers who desire men on the basis of
geographical convenience, although em
ployers who desire graduates of certain
colleges will have their requests fulfilled so
far as is possible.
The committee for placements meets
each week to consider applications and to

ACTIVITIES
formulate policies of administration which
will be fair and satisfactory to employers
and applicants. Several applicants have
already been accorded interviews and it is
expected that the actual placement of men
will begin in the near future.
Accounting firms who may need juniors
in July, September or December are urged
to notify the committee of the approximate
number of men desired as it is important
that the positions available be known at the
earliest possible date.
All communications should be addressed
to the Bureau for Placements, American
Institute of Accountants, 135 Cedar Street,
New York.
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Special Committee on Public Affairs
A service that has been more and more
demanded of the committee on public
affairs by members and by various organi
zations is the preparation of special reports
and of suggested programmes of activity.
These reports and suggested programmes
usually discuss matters with which members
have been brought into contact through
their public-service activities.
With the cooperation of the librarian of
the Institute the committee has been able
through the bureau not only to make sug
gestions as to public services that may be
performed, but to provide material to be
used in such public service and in prepa
ration of speeches and of articles.
Interest in such topics as commercial
arbitration of disputes and prevention of
business frauds, which has been stimulated
by publication of letter-bulletins on these
subjects, has resulted in the making of in
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m ittee as texts for the advanced students
in its departm ent of commerce, and has
asked th a t 30 copies of each of the letterbulletins issued be provided for th a t pur
pose.
The Baltimore Association of Credit
Men, in the April number of its bulletin,
published an extended notice descriptive of
letter-bulletin 5 on federal arbitration.
Credit men throughout the country have
shown great interest in this letter-bulletin.
The National Food Brokers Association
in acknowledging receipt of a copy of letterbulletin 5 on federal arbitration, said
th a t the association took pride in the fact
th a t sixteen years ago it established a
national uniform plan of arbitration of dis
putes arising between buyers and sellers of
wholesale products, and th a t the plan has
worked with remarkable success.
Public Affairs Information Service of
New York has printed in several of its pub
lications announcements of the letter-bulletins issued by the bureau of public affairs.
More than 200 state, city and university
libraries have sent in requests for the letterbulletins issued by the committee, and have
asked to be listed to receive all future letterbulletins. Scores of miscellaneous requests
for the publications are being received
weekly.

vestigations and in the performance of
other public services in various parts of the
country by members and associates and by
m any organizations.
Special reports have been prepared by the
bureau of public affairs upon the status of
commercial arbitration in many states, and
methods have been outlined whereby efforts
for the enactment of new statutes may be
made in an organized way. In a number of
states determined efforts will be made in
1927 to bring about legislation on this sub
ject, and plans are being made even now for
informing the business public of the advan
tages of the use of arbitration in the settle
m ent of business disputes, and as to the
particular legislative needs of the states.
As indicated in letter-bulletin 5, this
committee has information regarding the
main provisions of existing arbitration laws
in all the states, and has, also, a list of the
organizations in the principal cities which
are interested in promoting the use of ar
bitration. The committee urges members
and associates to familiarize themselves
with the provisions of arbitration laws in
their home states.
The arbitration committee of the chamber
of commerce of Cleveland, Ohio, of which
Lewis W interm ute is chairman, is conduct
ing an active campaign to learn the wishes
of business men in th a t city relative to ar
bitration, and to present the facts as to
w hat has been accomplished through arbi
tration elsewhere. I t is also studying the
Ohio law to discover in w hat respects, if any,
it needs strengthening. Other members of
this Institute are serving on the Cleveland
chamber’s arbitration committee. The
accountancy profession is playing an im
portant p art in the solution of this question.
In Cincinnati, Ohio, the chamber of com
merce has an active committee on arbi
tration, with which Ernest A. Roden is
cooperating. I t is studying the status of
arbitration in Ohio.
The school of business administration of
the University of Texas is using letter-bulletins 1 and 5, on arbitration, as texts for
its senior students in accounting, the supply
of each of these publications having been re
quested by George Armistead, a member of
the committee on public affairs.
The Louisiana State University is using
the letter-bulletins issued by the com

Report blanks for April were not sent out
by the committee on public affairs, through
an error by the printer. In spite of this
lapse, 24 members and associates reported
some sort of public service, the items num
bering 32, including 14 speeches, 5 pub
lished articles, and 13 items of service on
committees and similar activities. The
report blanks accompanying this issue of
the Bulletin as it goes to members and asso
ciates provide for reports of public services
during April and May.
Several members of the Institute have
served as presidents of chambers of com
merce. The latest to be elected to such an
office is Richard M. Crane of Denver, Colo
rado. Service in chambers of commerce is
urged by this committee as a most effective
means of making available in public affairs
the special equipment possessed by public
accountants.
Newspapers of Havana, Cuba, have been
8
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giving the American chamber of commerce
of Cuba credit for bringing about the en
actm ent of th a t part of the federal revenue
law which exempts from United States
income-tax liability the incomes of Amer
icans residing outside American territory.
William P. Field, Havana, a member of the
Institute, is president of the American cham
ber of commerce of Cuba, and he directed
the campaign resulting in the enactment of
this amendment which means the saving
of many thousands of dollars annually to
Americans living in Cuba.

Mr. Field was re-elected president of the
American chamber of commerce of Cuba a t
a meeting held March 17th. The election
was by acclamation and according to the
Havana Post it was a deserved compliment to
President Field’s administration “ during
which the chamber has done much valuable
and praiseworthy work.” Among the ac
complishments of the chamber during the
year in which M r. Field was president was
the successful campaign for th e ratification
of the Isle of Pines treaty.

NEWS OF LOCAL SOCIETIES
Connecticut Society of Certified Public
Accountants

A meeting of the Maine Society of Cer
tified Public Accountants was held April
2nd, a t Portland. Ellen Libby Eastm an
spoke on her auditing experiences in Greece,
and Curtis J. Birkenmayer gave an address
on public accountancy.

and 15th, a t which all certified public ac
countants of the state and all those public
accountants who were granted certificates
of authority under the new law should be
invited to attend. I t was announced th a t
R. H. Montgomery had consented to speak
a t this convention and arrangements are
being made to obtain several other speakers.
It was announced th at certificates would be
presented a t this convention to accountants
who passed the last C. P. A. examinations
and also th a t the certificates of authority for
public accountants would be presented.
Robert Davidson is chairman of the pro
gramme committee; W. H. Van Tifflin heads
the committee on arrangements, and Cyril
N. Bullock is chairman of the publicity
committee. W. T. McConnell, president of
the Michigan association, is general chair
man for the convention.
The quarterly meeting closed with an
address by Elmer E. Staub on the subject
“ Some aspects of Germany.” His remarks
were confined largely to observations re
lating to adjustm ent problems which fol
lowed the close of the war. A vote of thanks
was given the speaker.

Michigan Association of Certified
Public Accountants

North Carolina Association of Certified
Public Accountants

The Michigan Association of Certified
Public Accountants held its regular quar
terly meeting a t the Union League club,
Detroit, April 1st. After the banquet the
business session was held. It was resolved
th at the Michigan Association arrange for a
convention to be held in Detroit, M ay 14th

The N orth Carolina Association of Cer
tified Public Accountants announced its
semi-annual meeting to be held M ay 6th,
7th, and 8th a t the University of North
Carolina. The meeting was to be held in
conjunction with the school of commerce of
the University and addresses on technical

The annual meeting of the Connecticut
Society of Certified Public Accountants was
held a t the Hof-Brau Haus, New Haven,
April 14th. Dinner was served a t 6:30
P. M. The address of the evening was
delivered by Professor Edgar L. Heermance
on the ethics of certified public accountants.
Reports of committees were received a t the
business session, and the following officers
were elected for the ensuing year: board of
governors, Charles F. Coates and Irville A.
M ay; president, S. Earl Shook; vice-presi
dent, William Z. W hite; secretary, Henry
Knust; treasurer, Frederick W. Child, and
auditor, Lewis Sagal.

Maine Society of Certified Public
Accountants
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subjects were planned. Students and pro
fessors of the school of commerce were to
participate in the meeting. The programme
was arranged by a joint committee of the
association and members of the university.

Northern Ohio Chapter of the Ameri
can Institute of Accountants
Howard E. M urrary of Akron, Ohio, has
recently been elected president of the N orth
ern Ohio Chapter of the Institute as a suc
cessor to Arthur E. Chandler who died
April 1st.

Ohio Society of Certified Public
Accountants
The Ohio Society of Certified Public
Accountants held a meeting April 9th in co
operation with the Robert Morris Associates,
at Columbus. Raymond Link addressed
the meeting on the relationship of the
banker and the certified public accountant,
stressing the importance of the certified
audit report in the extension of credit.
R. V. Bowland and W. E. Langdon of the
Ohio Society also spoke a t the meeting.

Pennsylvania Institute of Certified
Public Accountants
The Pennsylvania Institute of Certified
Public Accountants held its annual meeting
a t the A rt club, Philadelphia, on April 19th.
The following officers were elected:
President, Henry C. Magee; vice-presi
dent, Gardner W. Kimball; secretary, R. J.
Bennett; treasurer, Will-A. Clader; auditor,
Paul S. Gibson, and directors for a term of

two years, George Wilkinson and Charles S.
Rockey.
The report of the secretary showed a
material increase in the number of mem
bers and a successful year in the activities
of the Institute as a whole. The reports
of officers and committees indicated th a t
the Pennsylvania In stitu te was becoming
more influential and efficient each year, and
also th a t the status of the profession in
Pennsylvania is becoming higher as time
goes on.
G.
W. Kimball led a discussion on the
merger of large trust companies, which led
to an interesting debate. The secretary of
the American Institute of Accountants, who
was a guest a t the meeting, spoke on recent
legislation related to accountancy.

Rhode Island Society of Certified
Public Accountants
At a recent meeting of the Rhode Island
Society of Certified Public Accountants the
following officers were elected for the en
suing year: president, Ernest L. Goodman;
vice-president, George E. Comery; secretary
and treasurer, William H. Segur; board of
executive committee, George B. Clegg, Sr.
A committee was appointed to draft and
submit a t the June meeting a code of pro
fessional ethics for the society.

Virginia Society of Public Accountants
The regular spring meeting of the Vir
ginia Society of Public Accountants will be
held a t the Richmond hotel, Richmond,
Virginia, a t 10 A. M., M ay 29th. All ac
countants who may be interested in a t
tending this meeting are cordially invited.

REVIEWS
M any of the articles and speeches re
viewed in the Bulletin are on file in the
library of the Institute.
W. B. CASTENHOLZ— “ TH E NEW ER
IDEALS OF ACCOUNTANCY”

An address delivered before the American
Bookkeepers Association, Chicago, Decem
ber 12 , 1925.
The speaker first mentioned the prevalence of the
struggle between the old and the new— in science,
in politics, in social conditions, in religion. New

thought is always originally opposed and condemned,
and yet after a period of time the small minority of
innovators often prove their theories and bring
about a general adoption of their ideals. The same
struggle between modem methods and established
custom prevails in the profession of accountancy.
According to the speaker there seems to be a great
deal of opposition to the installation of up-to-date
cost systems, the lack of which deprives manu
facturers and merchants of a knowledge of the cotss
of their activities. A large part of the economic
progress of Germany before the war was due to the
accurate knowledge of German producers of the
costs of their production and distribution.
Old-fashioned depreciation methods also are still
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in vogue in many of our industries. Many manu
facturers still cling to the 5 per cent. or 10 per cent.
annual depreciation rates, regardless of the extent
to which depreciable property is being used. De
preciation is a use charge and has no relationship
to 5 or 10 or to any arbitrary percentage. Machin
ery does not depreciate because of its existence over
a period of years, but because of the use which is
made of it at any time.
The accountant must set himself an ideal of in
telligent planning, generally called budgetary con
trol, which estimates quotas of sales in various ter
ritories and forecasts as accurately as possible the
receipts and disbursements of a business. To be a
real aid to business the accountant must provide
accounts which will almost automatically analyze
the operations of a business structure and which will
serve as correctives to business ills. Management is
most effective as it uses tools of adequate information
and accountants can be of immense value in provid
ing these tools. Management accounting is a func
tion of accountants which the terminology of writers
and speakers is beginning to include.

for contesting a will, according to the speaker, are,
first, that the alleged will was not executed by the
testator in the manner required by law; second, that
the testator at the time of making the will was not
of sound mind and memory and capable of making a
will; third, that the execution of the will was obtained
by undue influence; fourth, that the execution of the
will was obtained by fraud and misrepresentation.
Other grounds that are sometimes alleged are that
the will is a forgery or that it has been revoked. No
one can contest a will except those who would re
ceive the property if the will were set aside; that is,
the testator’s kin and heirs at law. Any such person
may file with the court an answer and objections to
the petition for probate on any or all of the grounds
above mentioned, and may demand a trial of the
issues thus raised. Will contests are expensive and
often productive of personal hatred, and many
testators seek to prevent contests by writing an
intimidation clause into their will, providing that
anyone who contests the testament will lose his
right to any of the property bequeathed therein.
However, courts will not always enforce such pro
visions. Any provision construed by the court as
contrary to public policy or to the policy of the law
will be disregarded. The exact conditions under
which intimidation clauses may be enforced are
greatly confused in the laws of the United States
and England. Generally a legatee who objects to
the probate of a will on reasonable and proper grounds
is not deprived of his legacy even if he fails to prove
beyond reasonable doubt that his objections are
sound. The filing of objections is a contest and
violates any no-contest condition. Even though
the objections are withdrawn they may accomplish
the purpose of forcing a settlement with the con
testant and to this extent defeating the purpose and
will of the testator. Asking for a construction of
the will from legal advisors can not be considered a
contest. Some wills are so obscure in meaning
that the courts must construe their intent. The
rights of an infant beneficiary would not be affected
by the filing of objections by a special guardian of the
infant. The speaker closed his address with a
quotation from a Connecticut decision, explaining
the nature of a will contest.

FREDERICK G. COLLEY—“ PROPHECY
VERSUS HISTORY”

Article published in the New York
Credit Men’s bulletin.
In introducing his article Mr. Colley says that
too many credit men base their judgment of a cus
tomer on his history, without proper consideration
of his possible future activities. What a customer
has done in the past may serve as a general indicator
of his prospects, but it is important only in an aca
demic sense and should not be given undue weight.
Many customers have shown an untarnished record
and have become a “ bad debt”, and many others
after repeated failures have gained sound credit.
Therefore, a credit man should not be unduly in
fluenced by his mental attitude caused by the client’s
record, without careful consideration of his plans for
the future.
Budget operation is a valuable basis for granting
credit. A credit man should obtain from each cus
tomer a budget—a description of what he plans to
do with the credit granted him. Scientific budget
making and budget operation are often neglected
in the current practice of credit extension. Well
defined plans and a definite purpose, and the
knowledge and ability of the client in his business
are important credit features. Budgeting is merely
an intelligent and studied projection into the future.
A comparison of present budget and past records
should afford to the credit man a quite accurate
gauge of his customer’s potentialities.

J. H. KAUFFMAN—“ ACCOUNTANCY IN
GOVERNMENT ”

Article published in Highway Topics,
February, 1926.
Mr. Kauffman opens his article with quotations
from several poets and philosophers which are
chosen to illustrate the necessity for advancement
and improvement in the manner of administration as
government expands. The increasing complications
in state administration have made necessary the
establishment of sound accounting principles in
state government. The profession of accountancy
has expanded enormously in its relations with every
activity except government. Practically every
state has passed legislation regulating the practice of
accountancy and innumerable private and corres
pondence schools now offer excellent courses in this
subject of study. Pennsylvania is a good example
of scientific accounting in government. A short
time ago its accounts were placed on a sound basis

ORRIN R. JUDD—“ WILL CONTESTS”

An address before the Trust Company
section of the American Bankers Associa
tion, New York, February 17, 1926.
Mr. Judd said that a will contest is begun by
filing objections to the admission to probate of a
written instrument propounded as a last will and
testament of a deceased testator. The usual grounds
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for the future. The chief accountant should be able
to tell the advertising department to what extent
and in what mediums to advertise; he should inform
the sales manager as to the proper limit of salaries
and what lines of merchandise will be most profitable.
An accounting system is an individual problem and
must be adapted to the needs of the particular
business. No accounting system should be installed
without investigation of these individual requisites.
Efficiency in these four fields of activity, the
speaker said, would reduce business mortality to a
minimum.

and the then prevailing confusion was soon clarified.
Accountancy aids a comprehension of facts and
truths that are essential to good judgment and
efficient action. Government in times of peace has
failed to apply the principles of business that are
practically indispensable. The intricate tax struc
ture, the interrelationship of governmental debts and
the great volume of receipts and expenditures of
every government now demand an adequate system
of accounting. Graft and misappropriation of
government funds could be checked by efficient
accounting. Many existing evils of government
that inspire the public with confusion or indifference
could be done away with by good accounting.
People should be educated to realize this and urged
to use the power of their votes to achieve so desirable
a condition. The certified public accountant deals
with facts and conditions. He is impervious to the
selfish interests of politicians, office-holders or
individual business men. If efforts are directed
toward honesty, economy, simplicity, service,
reduction of taxes and expenditures, etc. the estab
lished principles of accountancy must be applied.
Accountancy leads toward government of the
people, by the people and for the people in its truest
sense.

A. J. LYNN—“ SOME FUNDAMENTALS
OF BUSINESS EDUCATION”

Article published in The Balance-Sheet,
February, 1926.
Mr. Lynn opens his discussion by dividing the
fundamentals of commercial education into the
following units:
1. The end and purpose of industrial organization
2. The work to be performed in the conduct of
industrial society in order to carry out its
purpose
3. The kind of training necessary properly to fit
men and women for clerical or executive
work.
The foundation of industrial organization is the
science of economics, which the writer defines as
dealing with the satisfaction of human wants.
Economics comprises all forms of business activity
which may be subdivided into units—chiefly: single
proprietorship, partnerships and corporations. The
worker who is able to adapt himself most success
fully to his environment will progress most rapidly,
and, therefore, in preparing for business it is ad
vantageous to study the science of economics upon
which commercial activity is based. Business is not
an exact science, but rests upon economic theory
as engineering rests upon physics and mathematics.
Education as a means of producing efficiency in
business has obtained increasing recognition recently,
and the large number of commercial schools in this
country is testimony of the recognition which is
now accorded the well-trained worker. Education
is not a purveyor of wholesale information, but is
intended to develop innate faculties. Business
schools have come to realize that they are training
future business leaders as well as capable workers,
and they have adopted their curricula with this in
mind. Commercial education heretofore has been
narrowly vocational, but it is beginning to imply
a broad understanding of the theories underlying
commercial activities.
The writer’s second point is a consideration of the
work to be performed in industrial society. The
major activities of industry are market adminis
tration, purchasing and production; and American
business executives and teachers have further sub
divided these functions into selling, advertising,
financing, credits, collections, personnel adminis
tration and record keeping. These activities are
fundamental and will be encountered in any position
that the young man or woman may obtain. Each
major activity must be organized so that its com
ponent units may achieve the desired result. Besides

ARTHUR M. LOOMIS—“ MORTALITY IN
BUSINESS”

Address before the Oakland Advertising
Club, Oakland, California, January 6 , 1926.
The speaker considered as alarming the statistics
indicating the high percentage of business mortality
in the United States. Authentic records show that
approximately eight out of every ten business enter
prises eventually become failures, and their losses
are shared by creditors and investors. Mr. Loomis
suggested that business men in analyzing business
mortality follow the example of life-insurance
companies which analyze the causes for mortality of
human life to reduce the risk of loss or failure in
insuring life to a minimum. The speaker said that
the causes for success or failure in business may be
summarized under the following headings: initial
capital available, business policy adopted, publicity
and sales activities, accounting methods.
Although a few enterprises have become success
ful without initial capital, no business man should
expect his creditors to carry the financial load. If
the “ shoe string” route to success is attempted,
investors, creditors and bankers should be fully
advised of the conditions.
A slip-shod business policy or sharp practice
frequently results in failure. Fair treatment of
everyone with whom the firm comes in contact leads
to a healthy business condition.
The third point relates to advertising and sales
policy, and the success of these depends largely on
the ethical principles of the business itself. Adver
tising men must be interested in the business and
should have a voice in its administration in order
that full cooperation may be obtained between
advertising and production departments.
The accounting methods of a concern may be the
pivot upon which success or failure swings. Effi
cient accounting methods should disclose past
mistakes and should indicate advantageous policies
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the satisfaction of human needs, profit must result
from every business unit if it is to exist. The rapid
development of distribution and machinery has led
to huge organizations, and it necessitates careful
control and capable leaders to maintain efficiency.
The highly centralized and detailed systems of
operation tend to decrease the capacity for leader
ship and greatly to increase the number of me
chanical and clerical workers. The successful oper
ation of the major activities of business requires a
diversity of types of ability.
The third fundamental is the kind of training
necessary. Aside from a cultural education, a
commercial course must include general and specific
subjects. Commercial geography, economics, and the
theories of business administration should give the
student an understanding of the organization and
functions of business as a whole. Commercial law
should be studied for a general knowledge of the law
as applied to business transactions. Written and
spoken English is an absolute necessity. Arith
metic, bookkeeping, accounting and stenography
are more specific studies which serve as tools to
obtain a desired result. A training in the relation
of accounting to management facilitates the stu
dent’s comprehension of business from two angles.
Stenography and typewriting afford an entry to
business where more important and remunerative
business may be obtained. Secretaries and exec
utives are often recruited from the ranks of stenog
raphers.
THEODORE I. SC H N EIDER — “ THE
ADVANTAGES OF A BUDGET SY STE M ”

The fourth of a series of articles published
in Women's A pparel Merchant, March, 1926.
The writer states that scientific control in a
business requires control of the speed under which
the business operates. He uses as a simile the
automobile, and compares the speedometer with the

budget, each being an indicator of rates of travel.
The amount of turnover of inventory, accounts re
ceivable and investment, must be kept within
reasonable limits. For example, a merchant whose
capital is not limited, and whose budget calls for
sales of $800,000 during the period of a year, may
calculate that the cost of the merchandise to be sold
will be 73 per cent. of the $800,000, approximately
$584,000. With unlimited capital the merchant
may easily purchase all this merchandise at the
outset and gradually diminish his stock as sales
progress. At the end of the period he will have
converted the $584,000 stock, at cost, to $800,000 of
accounts receivable or its equivalent. With un
limited capital this would involve little risk and
would not injure his credit.
However, assume that the merchant’s capital is
$25,000, and that he is desirous of achieving the
same volume of sales. If he converts his entire
capital into inventory and sells on credit terms he
will be obliged to replenish his stock at frequent
intervals in order to consume in the year mer
chandise of total cost of $584,000, to attain annual
net sales of $800,000. If sales increase at a rate in
excess of $35,000 or more a month and if the selling
terms are on sixty days, he will be compelled to buy
merchandise on credit, and as the rate of sales
increases credit will have to increase correspondingly.
Such conditions make it unsafe for a small business
man to do business at a high rate of speed, as his
investment is in danger, as well as the investment
of those who have granted him credit. In planning
the budget the following financial ratios, measuring
the speed of the business, must be taken into
account: turnover of inventory, turnover of accounts
receivable and turnover of investment. These three
items must be maintained in a safe proportion. For
the small investor to indulge in a high rate of turn
over is hazardous. It is the function of the budget
to prevent such over-expansion. The three financial
ratios listed are known as velocity ratios, because
they indicate the rate at which a business is going in
a particular direction.

COURT DECISIONS
Federal

a share. The corporation tendered to the
state taxing authorities a tax computed a t
the rate of five dollars a hundred of the
actual consideration received. The secre
tary of state refused to accept the amount
and the corporation filed a bill for m anda
tory injunction to compel acceptance of the
amount as full discharge of the tax liability
and to enjoin collection of a larger amount.
The supreme court held th a t the tax was
valid. A state may impose a franchise tax
on a domestic corporation measured by its
authorized capital stock. Furthermore,
the corporation here had issued all its au
thorized stock and could not reply on the
theoretical ground th at if i t had not issued it
all it might be discriminated against. The

The supreme court of the United States
tested the validity of an Illinois statute
th a t no-par stock shall be deemed to have a
fixed value for the purposes of franchise
taxation. The Illinois corporation act, as
amended in 1923, provided th a t certain
domestic corporations should pay an annual
franchise tax of five cents on each one hun
dred dollars par value of their authorized
capital stock, and th a t stock of no par value
of a corporation should be considered for
purposes of fixing the tax to have a par value
of one hundred dollars a share.
A certain corporation had 10,000 au
thorized shares of no-par stock issued for a
consideration of approximately five dollars
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tax is on the privilege granted by the state
for the issuance of no-par-value stock. A
classification founded upon such real differ
ences is not unreasonable and the discrim
ination is not prohibited by the fourteenth
amendment. (Roberts & Schaefer Co. v.
Emmerson .)
Federal statutes of 1916 and 1919 im
posed on domestic corporations organized
for profit a tax “ with respect to carrying on
or doing business” a t certain rates for the
fair value of the capital stock, and exempted
such corporations “ not engaged in busi
ness” during the preceding taxable year.
A New Jersey corporation needed to bor
row sums of money to develop mines owned
in Chile. Under Chilean law the mines
could not be effectively mortgaged, so the
company could not give direct security for
bonds. Accordingly a new company was
organized in Delaware to hold the capital
stock of the original company, to issue bonds
secured by pledge of the stock, and to fur
nish the proceeds from time to time to the
original company for carrying on the work.
The Delaware company authorized collat
eral tru st funds to be secured by pledge of
the stock, issued part of them, deposited the
proceeds in a trust account, paid expenses
of the issue and made provision for accrued
interests on the bonds. All technical de
tails necessary to keep up a corporate
existence were observed. Proceeds of the
bonds were advanced to the original com
pany, which made interest payments on
loans and other payments to the Delaware
company. Despite its activities, the Dela
ware company claimed th at it was exempt
from the tax since it was “ not engaged in
doing business,” and brought suit to recover
taxes alleged to have been erroneously col
lected. The court held th a t this company
was not exempt. I t was organized for
profit and was doing what it was organized
to do in order to realize profit. Although
there may have been but one business en
gaged in by the two companies, if two
corporations were necessary to carry it on,
each must be taxed.
A ruling regarding the state transfer tax
as a deduction in ascertaining the taxable
income of an estate was made by the su
preme court of the United States in Keith
v. Johnson , April 12, 1926.

In 1917 a resident of New York died in
testate and his administratrix paid the
state a transfer tax according to law. On
filing the estates’ federal income-tax return
for 1917 she claimed th at the state transfer
tax was deductible, and paid the income tax
under protest. If the deduction had been
made there would have been no taxable in
come. When action was brought to re
cover the amount paid, the government
contended th at the state transfer tax was
not imposed on the estate, and was not
deductible in calculating the tax on the in
come of the estate. The supreme court
held th a t the transfer tax was deductible
and th a t the amount paid could be re
covered. The transfer tax was payable out
of moneys and other properties of the estate,
and was so paid. While this lessened the
amount for distribution among the heirs, it
can not be said they bore any part of the tax,
and no part of the tax could be taken by
them as a deduction in calculating their
federal income taxes.

California
Wilful refusal of a bankrupt to answer
questions required by a referee in an exami
nation under the bankruptcy act constitutes
a “ criminal contem pt,” according to a
recent decision of the district court, N. D.
California, S. D. (In re Stein , No. 13967.)
A deficiency of somewhat more than
$38,000 was disclosed by the referee’s ex
amination of the schedules of the bankrupt,
and the latter persisted in refusing to explain
the shortage. No answers could be elicited
beyond stubborn evasions such as, “ I don’t
know.” The court found the bankrupt
guilty of criminal contempt and fixed a
sentence of three months’ imprisonment.

New Jersey
A decision regarding a stockholder’s
right to examine the books of a corporation
was made by the supreme court of New
Jersey in the case of McMahon v. Dispatch
Printing Co. et al, No. 243. The petitioner
applied for mandamus to examine the books
of the defendant corporation, he himself
being a shareholder in the company. The
legal rules which apply in this case provide
th a t a stockholder may examine the books
of a corporation where the application is
made in good faith, and is germane to his
rights, and where the inspection of the
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books may be of value to the stockholders.
In this case, however, there was no evidence
th at the affairs of the company had been in
any way mismanaged, or th at an examina
tion of the books would prove of any benefit
to the stockholders. The application for
the writ was denied.

New York
In a decision of the supreme court of
New York, appellate division, first depart
ment, in the case of People v. Isaac G.
Johnson & Co., there was included a defini

tion of a “ proper judicial order” for the
disclosure of tax information. I t is as
follows: “ Proper judicial order,” within
tax law, 219—i, prohibiting disclosure of
information contained in tax reports
“ except in accordance with proper judicial
order,” refers to order necessitated in
actions or proceedings in which publicity
of report is incident to judicial proceeding
which would be ineffective without public
ity, and such order can not be made unless
integrity of report itself is attacked and
defended as main and not merely collateral
issue.

HERE AND THERE
Dempsey & Moreton announce the re
moval of their offices, April 1st, from suite
836 to suite 508 Security building, Los
Angeles, California.

offices on April 26th to the Federal Reserve
Bank building.
Simonoff, Peyser & Citrin, 1 Madison
avenue, New York, announce th a t Morris
Levinson has been adm itted to membership
in the firm, M arch 15th.

L. T . Diebels, 485 California street, San
Francisco, announces the admission to
partnership of W. R. Henry, Jr. and Peter
Haugaard, under the firm name of L. T.
Diebels & Co.

Cecil S. Ashdown, New York, spoke on
“ Some problems connected with branch
accounting” before the New York chapter of
the National Association of Cost Account
ants, April 13th.

Charles R. Ditman announces the re
moval of his office to 512 Citizens National
Bank building, Baltimore, M aryland.

Alexander S. Banks, New York, a t a
meeting of the Credit Association of the
Building Trades of New York, held the last
week in April, discussed the present and
future economic conditions of the country
as affecting building operations.

Ellis, Pinkerton & Co., 30 North LaSalle
street, Chicago, Illinois, announce th a t
Joseph G. T erry has been adm itted to
membership in the firm.
Gottheimer-Getz & Co. announce the
removal of their offices on April 15th, 1926,
to 570 Seventh avenue, New York.

G rant L. Bell was re-elected president of
the Scranton chapter of the National Asso
ciation of Cost Accountants, a t a meeting
held April 27th.

Haskins & Sells announce the opening of
a branch office in the Johnston building,
Charlotte, N orth Carolina.

Reynold E. Blight presided a t a dinner of
the Los Angeles chapter of the National
Association of Cost Accountants on April
20th. The dinner was given in honor of
Clinton Scovell, president of the organiza
tion. On April 28th, Mr. Blight addressed
the Los Angeles chapter of the Reserve
Officers Association on the national defense,
and on April 30th he spoke before a mass
meeting in Los Angeles on the importance
of the public schools.

Harold J. Kress announces the opening of
an office M ay 1st a t 113 M yrtle street,
Roselle, New Jersey.
Namson & Young announce the removal
of their offices from the Higgins building to
the new Board of Trade building, 111 West
Seventh street, Los Angeles, California.
Price, W aterhouse & Co., Kansas City,
Missouri, announce the removal of their

15

Bulletin of American Institute of Accountants

Norman G. Chambers, New York, wrote
an article on how to deduct net business loss
of the previous years, which appeared in the
M arch 2nd issues of the Chicago Journal of
Commerce and the LaSalle Street Journal.

Lewis A. Oates, Miami, was the author
of an article, “ Progress of Miami from an
auditor’s angle,” which was published in
The M iamian for February and in the
M iam i Tribune of February 19th.

A. J. Eby, Harrisburg, Pennsylvania, ad
dressed the Anthracite Arts Association of
Sunbury, Pennsylvania, March 6th, on
bookkeeping, the a rt; the senior classes of
the Enola and Marysville High Schools,
March 19th, on “ Don’t forget the b est” ;
and the Accountants’ club of Beckley Col
lege, March 31st, on the club and the pro
fession.

Charles F. Rittenhouse, Boston, under
the auspices of the state university exten
sion, is instructing a preparatory class for
those who plan to take certified public ac
countant examinations.

John R. Ruckstell, San Francisco, spoke
on the future possibilities in the field of
accounting, a t the University of Nevada a t
E.
E. Gore, president of the Chicago Reno, on April 23rd.
Crime Commission, discussed, before the
O. W. Schleeter, Charleston, South Caro
Cincinnati chamber of commerce forum a t a
meeting held April 6 th, the question, “ W hat lina, served as treasurer of the mayor’s com
can be done to meet the menace of in m ittee of the Thirteenth National Foreign
Trade Convention, held in Charleston, April
creasing crime in the United S tates?”
28th, 29th and 30th.
David Himmelblau, Chicago, is the au
Hiram T. Scovill, Urbana, Illinois, is th e
thor of an article on depreciation and ob
solescence which appeared in the March author of Elementary Accounting, Part I I ,
22nd issue of Manufacturers' News. This recently published as a textbook on account
subject was the basis of an address which ing procedure for use in colleges and uni
M r. Himmelblau made before the sixth versities.
annual tax congress held under the auspices
of the Illinois M anufacturers’ Costs Associa
Leon E. Vannais, Hartford, Connecticut,
tion a t Chicago, M arch 2nd.
addressed the Buffalo chapter of the N a
tional Association of Cost Accountants,
John T. Madden, of New York Univer March 25th, on distributing administration
sity, addressed the annual alumni meeting costs. M r. Vannais has been appointed a
of the school of commerce, finance and ac member of the general committee for the
counts of the University, April 15th. Dr. New England regional conference of the
M adden’s subject was the value of bankers’ same organization.
and creditors’ influence over the votes of
stockholders in displacing bad management
C.
Oliver Wellington, Boston, addressed
in industry.
the Buffalo chapter of the National Associa
tion of Cost Accountants, April 22nd, on
Alexander F. M akay, New York, is the how to read a balance-sheet and operating
author of an article, on opportunities in statem ent.
accounting, published in the February
Delta Sig.

H arry C. McCluskey, York, Pennsyl
vania, addressed the Cost Accountants
Association of York, M arch 15th, on ac
counting control of cost figures.

S.
H. Wolfe, New York, is the only ac
countant member of the war departm ent
business council, composed of fifteen leaders
of business and finance, recently formed by
Dwight F. Davis, secretary of war.

Joseph J. Mitchell and Norman G. Cham
bers were co-authors of the income-tax
guide which appeared in the Boston Herald
of February 27th.

Ernest E. Wooden, Baltimore, spoke be
fore the students of the Forest Park, M ary
land, High School, March 26th, on public
accounting.
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Board of Examiners
The Institute examiners have completed
the work of grading the papers of candidates
who sat for the Institute examinations May
13th and 14th. The state boards of ac
countancy which cooperated with the In
stitute at these examinations have been
advised of the results. Approximately 700
candidates sat for the examinations in 30
states.

SERIES B, No. 26

ing this year. It has been displayed by the
St. Louis chapter and by the Kansas City
chapter of the Society. As stated on the
trophy itself, the object of its donation was
“ to promote a spirit of friendly rivalry and
good fellowship among members of the ac
counting profession.” The article in The
Western Golfer is accompanied by a photo
graph of the trophy.

Minnesota Chapter of American
Institute of Accountants
At the annual meeting of the Minnesota
chapter of the American Institute held at
Minneapolis, May 28th, R. T. Schneider
was elected president; M. W. Stoffer, vice
president; J. A. Boulay, secretary, and
A. O. Grover and C. H. Preston, directors.
Management Week
Announcement that the Institute is one
of the national organizations sponsoring
management week in 1926 was made in the
May issue of the Bulletin. Details as to
how the membership of the Institute may
participate in the observance of manage
ment week have been presented by Cecil S.
Ashdown, representative of the Institute on
the national committee on arrangements.
Management week will begin Monday,
October 25, 1926. It is a period set aside
for the discussion of various phases of man
agement. The subject chosen for 1926 is
“ Progress in waste elimination.” The
sponsoring organizations for 1926, in addi
tion to the Institute, are:
American Society of Mechanical Engi
neers,
United States Department of Commerce,
division of simplified practice,
The Taylor Society,
Society of Industrial Engineers,
American Management Association.

International Congress of Accountants
The president of the American Institute
of Accountants has appointed several mem
bers to represent the Institute at the Inter
national Congress of Accountants to be held
at Amsterdam, Holland, July 5th to 9th.
The delegates who have been appointed are
as follows: A. S. Fedde, John M. Gilchrist,
W. Ernest Seatree and J. E. Sterrett. John
T. Madden and R. H. Montgomery, also
members of the Institute, will attend the
congress as representatives of New York
University and Columbia University, re
spectively.
American Institute of Accountants
Golf Trophy
The Western Golfer for May, 1926, con
tains an article describing the Missouri golf
trophy which was presented to the Ameri
can Institute of Accountants by the Mis
souri Society of Certified Public Account
ants in September, 1925. This trophy is
awarded annually at the time of the annual
meeting of the Institute to the golf team
representing a chapter of the Institute or a
state society which wins the yearly tourna
ment. Last year the Missouri Society’s
team was victorious, and the cup has re
mained in the possession of the society dur
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Observance of management week takes
th e form of meetings arranged in more than
100 cities, usually with the cooperation of
chambers of commerce, trade organizations,
boards of trade and civic and technical or
ganizations. The movement is steadily
gaining momentum as a m atter of public
interest and national significance, as is
shown by the fact th a t in 1925 115 meetings
were held with an approximate attendance
of 16,000.
Local committees are to be formed which
will have complete control of arrangements
for their meetings. To facilitate the or
ganization of these committees a list of
“ k e y ” men in different cities has been pre
pared. This list is a t the offices of the
Institute, and the names will be given upon
request.
Members and associates of the Institute
who are interested in management week
should communicate with their local key
man. The Institute, it is hoped, will be
represented on the local committees on
arrangement by one or more men in each
locality. In addition to this service on
committees members and associates may be
of further assistance by taking part in the
programmes—by making speeches, either
in their home cities or elsewhere, by pre
senting papers and by taking part in dis
cussions.
M any specific recommendations have
been made by practising accountants for the
elimination of waste in manufacturing
processes and in distribution. Accountants
are familiar with the progress made in this
direction because of their daily contact with
the problems of manufacturers and mer
chants, and it is believed th a t they are in a
position to make valuable contributions to
the discussions which will be a p a rt of m an
agement week. Gains in efficiency of
management may be discussed.
Members and associates who accept ap
pointments on local committees of arrange
m ent and who agree to make speeches or
participate in discussions are asked to keep
the Institute informed of their activities so
th a t a complete record may be maintained.

Michigan Accounting Conference
The Michigan Accounting Conference,
the first gathering of its kind ever assembled
in the state, was held a t the Hotel Statler,
2

Detroit, M ay 14th and 15th. The meeting
was under the auspices of the Michigan
Association of Certified Public Accountants
and the Michigan state board of account
ancy. Certified public accountants and
public accountants of Michigan attended.
The principal object of the conference was
to bring together all professional account
ants who m ust now be licensed by the state
before they are perm itted to practise, under
the provisions of the new law recently
passed by the legislature. Two hundred
and th irty accountants from twenty-one
cities were present.
The forenoon of M ay 14th was devoted to
registration. The technical programme
opened in the afternoon with a discussion by
Arthur E. Foote of the division of simplified
practice, United States departm ent of com
merce, on “ How Secretary Hoover can co
operate with the public accountants.”
This was followed by a talk by William A.
Paton of the University of Michigan on
“ Accrued depreciation on seasoned proper
ties.” On the morning of M ay 15th
Robert H. Montgomery delivered an ad
dress on “ Departures in practice from
standard accounting theory” . George G.
M cDan spoke on accounting problems of
fire-insurance companies. Certificates of
authority to public accountants licensed to
practise under the new law were presented
by D. W. Springer, secretary of the Michi
gan state board of accountancy.
A banquet was served a t the Hotel S ta t
ler on the evening of the 15th. Frederick
A. Tilton spoke on the certified public ac
countant and the client. A rthur E. Foote
delivered an address on the certified public
accountant and the government. The
certified public accountant in the east was
the subject of a talk by P. W. R. Glover,
vice-president of the New York State So
ciety of Certified Public Accountants.
Alexander T. Groesbeck, governor of the
state of Michigan, discussed the introduc
tion of improved accounting methods in the
departm ents of the state government, and
George A. Horner, a member of the first
state board of accountancy, spoke on
" Reminiscences."
Robert Davidson, chairman of the state
board of accountancy, presented certificates
to the candidates who were successful a t the
last certified public accountant examina
tions.
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Entertainm ent features occurred a t inter
vals throughout the programme. W. T .
McConnell, president of the Michigan As
sociation of Certified Public Accountants,
presided a t the technical sessions and acted
as toastm aster a t the banquet. Mrs. F. A.
Tilton and Mrs. T . H. Evans acted as host
esses to the visiting ladies.

point of view of the buying habits of the
housewives. Types of food classified in
clude general groceries, meat, vegetables
and milk. Sources of food supplies are
classified as unit stores, chain stores, milk
distributors and public markets. The sta
tistics gathered in this investigation are
tabulated by numbers and by percentages.

Housewives’ Buying Habits

Annual Meeting of the Chamber of
Commerce of the United States

The bureau of business research of Ohio
State University has recently published the
third of its monographs, entitled “ A study
of housewives’ buying habits in Columbus,
Ohio, 1924.” The booklet is an analysis of
statistics gathered by students a t the uni
versity by personal canvass among the
housewives of Columbus. I t is an attem pt
to ascertain the approximate importance of
the various types of food retailed from the

The annual meeting of the Chamber of
Commerce of the United States was held a t
Washington, D. C., M ay 11th to 13th.
The president of the American Institute
appointed the following delegates as repre
sentatives of the Institute a t the meeting:
Edward E. Gore, F. H. Hurdman; Elmer L.
H atter, T . Edward Ross, W. P. Hilton, A.
M. Pullen, Charles O. Hall and William M.
Smith.

REGIONAL MEETINGS
Boston

which are the means by which the com
m ittee pursues its ultim ate purpose—to
bring the business public to realize the
scope and purposes of the accounting
profession.
A. S. Fedde, chairman of the Institute
board of examiners, was the next speaker.
His subject was accountancy education.
He mentioned the necessity for a broad
general education in preparation for any
profession, and said th a t a cultural training
should prove of great value to an account
ant and th a t a thorough grasp of the prin
ciples and theories underlying accountancy
is indispensable. There is, he said, a grow
ing tendency to specialize even more inten
sively within the field itself. Mr. Fedde
spoke of several non-technical subjects
which are of special value to accountants,
emphasizing fluency in writing the English
language.
“ The genesis, growth and aims of the
In stitu te ” was the theme of an address by
W. Sanders Davies. He described briefly
the history of accountancy in this country,
telling of the formation of the American
Association of Public Accountants in 1887.
The necessity of a rigidly enforced code of
ethics for the profession resulted in the re
organization of the association in 1916 as

A regional meeting will be held a t Boston
June 21st. Details were announced in the
M ay Bulletin.

Cleveland
Approximately 200 accountants attended
the regional meeting of the Institute held at
the Cleveland Hotel, Cleveland, M ay 22nd.
This was a meeting of the region comprising
Indiana, Ohio, W est Virginia, and the
western sections of Pennsylvania and New
York. Lewis W interm ute presided.
Carl H. Nau opened the meeting with an
explanation of the programme. I t had
been resolved, he said, to devote this occa
sion to a discussion of the continuing and
perm anent activities of the American Insti
tu te of Accountants, explaining the func
tions and aims of the Institute by describing
its work.
George S. Olive followed with a discussion
of the history and accomplishments of the
bureau of public affairs. He spoke of the
formation of the committee on public
affairs and its creation of the bureau,
through which it works. The speaker de
scribed the letter-bulletins and the assist
ance lent to members in public-service work
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Jackson
the American Institute of Accountants, in
which membership could be obtained only
A regional meeting of the members of the
by direct application, examination and elec Institute resident in the central southern
tion. In this form of society discipline states was held a t Jackson, Mississippi,
could be exerted more satisfactorily than in M ay 10th and 11th. Arrangements for the
the loosely organized association. Mr. meeting were in the hands of the Mississippi
Davies then sketched the growth and the members and there was a representative
various activities of the Institute up to the attendance from all the states included in
present time.
the region. The session was opened by
Lewis G. Fisher spoke on state legislation. invocation, after which a welcome was
He recounted the efforts of the committee extended by the lieutenant-governor of
on state legislation to uphold the standards Mississippi, the mayor of Jackson and T. A.
of the accounting profession as a whole by Rogers, representing the Mississippi ac
assisting in the passage of state laws which countants. Responses on behalf of the
seemed beneficial to accountancy, and by states in the district were made by repre
opposing those which might injure the sentatives of those states. The sessions
status of the profession.
were conducted by Roy P. Collins, Lewis E.
The morning session ended a t one o’clock, Crook, Elkin Moses and T. A. Thurston,
and a luncheon was served a t the hotel.
respectively. On the evening of the first
William H. West, president of the Insti day the banquet was held a t the Hotel
tute, opened the afternoon session with a Edwards. There were brief addresses a t
discussion of some of the recent activities of the dinner and dancing followed. On the
the Institute, especially the bureau for evening of M ay 11th there was a dinner
placements which has been formed for the dance a t the country club. During the
purpose of attracting college graduates to meeting addresses were delivered by W. H.
accountancy.
West, president of the American Institute of
F. H. H urdm an described the work of the Accountants, W. H. W atkins, member of
committee on cooperation with bankers in the Mississippi bar, J. Y. Downing, Jack
considering questions arising between bank son, Mississippi, DeQuincy Sutton, incomeers and accountants, especially the nature of tax commissioner for Mississippi, and by the
the accountant’s certificate and the respon secretary of the American Institute of
sibility of auditors in general. The com Accountants.
m ittee is a t work on the composition of a
The meeting was well attended. I t was
form of certificate which it hopes to present resolved th a t the next meeting of the region
for the consideration of the council next should be held a t Memphis, Tennessee, in
September.
November, 1926. Announcement of dates
In speaking on the subject of professional and names of committee members will be
ethics, Ernest Reckitt, chairman of the made in the near future.
committee on ethics, said th a t accountants
were professional men whether their desires
Minneapolis
might be to the contrary or not and as such
they m ust observe certain rules of conduct
The eleventh regional meeting of the
and principles of dignified deportm ent region comprising Illinois, Iowa, Kansas,
which are common to all professions. The Kentucky, Minnesota, Missouri, Nebraska
mistake of blindly im itating other profes and Wisconsin was held a t Minneapolis
sions should not be made, but high ethical M ay 16th, a t the Curtis hotel. C. H.
standards must always obtain.
Preston was general chairman. At the
A banquet was provided in the evening a t morning session, following the address of
which Carl Friebolin, attorney, acted as welcome, Henry Rottschaefer, professor of
toastm aster. Edward E. Gore delivered an law a t the University of Minnesota, spoke
address entitled “ From Wickersham to on some contrasting legal and accounting
Mellon in tax legislation” in which he re conceptions. William H. West, president
counted the part played by the Institute in of the American Institute of Accountants,
the development of income-tax legislation spoke on the Institute, mentioning many of
and administration. A. P. Richardson its functions and activities. Arnold R.
spoke on “ The spirit of the Institute.”
Baar discussed tax appeals under the 1926
4
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M innesota chapter of the Institute, whose
subject was “ A basis for rate making for
public utilities.” J. A. Boulay spoke on
economics and the accountant. A banquet
was served in the evening. Charles H.
Preston acted as toastmaster. The speak
ers were William H. West, president of the
Institute, W. I. Nolan, lieutenant-governor
of M innesota and A. P. Richardson, secre
tary of the Institute.

act and John M. Sternhagen, of the United
States board of tax appeals, described the
work of the board. A t the luncheon
George W. Dowrie, dean of the school of
business of the University of Minnesota,
spoke on educational topics. At the after
noon session Claire I. W eikert talked on the
public accountant’s approach to the small
m anufacturer’s problems. He was followed
by Herman C. J. Peisch, president of the

STATE BOARDS OF ACCOUNTANCY
North Carolina
Arkansas
At a meeting of the state board of
accountancy of Arkansas, the following offi
cers were elected: Simon Bloom, president;
G. Russell Brown, treasurer, and H. W.
Hennegin, secretary.

W alter Charnley has been appointed by
the governor as a member of the state board
of accountancy of N orth Carolina to suc
ceed John E. Wilson, former president of the
board. W right T. Dixon was reappointed
as a member of the board.

Kentucky

South Carolina

The personnel of the state board of
accountancy of Kentucky is a t present as
follows: J. W. R. Bradford, president;
W. A. Hifner, secretary, and S. W. Eskew,
treasurer.

The South Carolina state board of ac
countancy held its annual meeting Thurs
day, M ay 13th. The following officers were
elected: president, George E. Olson; vicepresident, Louis A. Searson; secretary and
treasurer, L. L. Wilkinson.

COMMITTEE ACTIVITIES
Special Committee on Public Affairs

given in the new letter-bulletin is widely
distributed.

Copies of letter-bulletin 6 , on bankruptcy
problems, together with requisition blanks
on which to order supplies for circulation,
will soon be sent to members and associates
of the Institute. Prom pt notification of
the number of copies required will facilitate
rapid distribution by the committee.
President Coolidge on M ay 27th signed
an act amending the national bankruptcy
law. The amendments will become effec
tive three months from the date of their
approval by the president, or on August
27th, and this committee believes th a t the
business public will welcome at this time a
concise statem ent of the changes made,
and the reasons for their enactment.
Business and trade organizations, bank
ers and credit men, it is believed, will be
especially interested in a discussion of this
subject, and the committee urges members
and associates to see th a t the information

Continual growth in the number of
members and associates who are performing
some kind of public service is noted by the
committee. Public-service report blanks
are received each month bearing the names
of accountants who have never before re
ported engaging in such service.
The number of members and associates
who have performed some sort of public
service has grown to 465. The committee
does not feel th a t this list is complete. It
includes, however, the name of every mem
ber and associate who has reported per
formance of some public service, as well as
the names of scores of members gleaned by
the bureau of public affairs from newspapers
and other publications, in reports of
speeches made, articles written, or service
performed for some public or quasi-public
organization.
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The committee expects to see the list of
those performing public service grow to a
point where it will represent a large per
centage of the membership of the Institute.
In so far as facilities of the bureau of
public affairs permit, information is pre
pared for members th a t may be used as a
basis for articles in magazines and trade
publications and for speeches.
Public-service activities by 66 members
and associates, performed during May,
were added to the records of the bureau of
public affairs from information contained in
report blanks and from other sources.
This record is the most extensive for one
month th a t has come to the attention of the
bureau during its existence. The record
includes 28 speeches delivered, an average
of more than one each business day; 14
articles published, and 43 items of public
service other than speeches made or articles
written, making a total of 85 distinct activi
ties.
Among the publications in which articles
appeared were five trade magazines, two
commercial publications, two newspapers,
and one chamber of commerce organ.
They are published in six states—Washing
ton, Colorado, Minnesota, Illinois, Penn
sylvania, New York and M assachusetts.
Audiences addressed by members of the
Institute included college students in Texas,
Pennsylvania, New York, Iowa, Indiana
and Nevada; high-school students in Los
Angeles, California; school boys in New
Jersey; cost accountants in Seattle, W ash
ington; in Los Angeles, California; in St.
Louis, Missouri; in Springfield, M assa
chusetts, and in New York; credit men in
New York, including those in the building
trad es; sales managers and advertising men
in Philadelphia; bankers in Los Angeles;
business men assembled a t the annual
meeting of the Chamber of Commerce of the
United States in Washington, D. C .; student
arm y officers and American Legion posts in
Los Angeles; meetings of accountants in
Mississippi, Minnesota, Ohio and Illinois,
and commercial teachers in New York.
Public-service items include work done as
presidents or other officers of local organiza
tions; on committees of credit m en’s organi
zations; on committees of chambers of
commerce; and as officers of accountants’
organizations.
Ernest A. Roden, Cincinnati, has been

chosen as one of three men to serve on a
committee on economy in public expendi
tures. The suggestion th a t such a com
mittee be organized was made by the
president, pro tempore, of the Ohio senate
and the speaker of the Ohio house of repre
sentatives. Their suggestion was th at a
committee of three substantial business men
of each industrial center be appointed to
pass judgment on petitions for appropria
tions made by m inority groups to the state
legislature. The committee is expected to
give the opinion of the business community
on proposed expenditures by the legislature.
The committee has no authority, but is
created merely to give voice to the views of
the taxpayer. The committee representing
Cincinnati was appointed after conference
among various public organizations. The
existence of the committee is expected to
act as an effective check on legislative
appropriations.
Twenty-one speeches were made during
April and M ay by Clem W. Collins, Denver,
Colorado. Seventeen of the addresses were
on the subject of taxation ; two dealt with
Denver’s position with relation to other
cities of the country; and two were on the
subject of college education for accountancy
and business, delivered before the juniors
and seniors of two high schools. These
speeches are not included in the total of 66
items given above.
Edward E. Gore of Chicago, one of the
Institute's representatives at the annual
meeting of the Chamber of Commerce of the
United States, held in Washington, D. C.,
M ay 10th to 13th, was made chairman of
the group of national counsellors for trade
associations, which was charged with the
responsibility of making nominations for
directors representing the trade association
divisions of the chamber. He presided
over the meeting of the section on M ay 10th.
Mr. Gore was recently made chairman of
the Chicago and Cook County citizens com
mittee for popular representation, which is
conducting a campaign for a reapportion
ment of the state.
Commercial arbitration and its develop
ment in various states is claiming the
attention of many members and associates
of the Institute. Efforts to enact modern
arbitration statutes will be made in many
states in 1927, and the preliminary work
6
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soon will be under way. In a number of
cities accountants are actively engaged in
helping to establish arbitration tribunals
and to interest business men in their use.
The committee on arbitration of the
Cleveland chamber of commerce, of which
Lewis W interm ute, an Institute member, is
chairman, recently sent questionnaires to
business men and attorneys of the city in
order to learn how much interest there is in
commercial arbitration. In response to the
questionnaire 515 business men and 35
lawyers said th a t they endorsed the general
principle of arbitration, as against one
business man and three lawyers who did
not favor it; 498 business men announced
th a t they will urge the use of arbitration,
and one said th a t he would not; 37 lawyers
answered th a t they would urge their clients
to arbitrate and three said th a t they would
not; 491 business men and 37 lawyers
expressed the belief th a t the chamber of

commerce tribunal should continue and one
business man and three lawyers disap
proved of the tribunal; six special letters
were sent in behalf of the principle of
arbitration and three against it. The total
number of returns was 516 from business
men and 40 from attorneys.
The American Arbitration Association
announces th a t a new guide to civil and
commercial arbitration will be published
this year through the generosity of a
prominent business man of New York.
The committee on public affairs extended
to the National Association of Credit Men,
which held its annual convention in New
York for the first time in many years,
greetings and best wishes for a successful
convention, together with the hope th a t the
effective working relations existing between
credit men and accountants might be
continued and strengthened.

NEWS OF LOCAL SOCIETIES
Colorado Society of Certified Public
Accountants

Elsie J. Braddock, the only woman prac
tising as a certified public accountant in
Louisiana, and other s. Emile Bienvenu,
chairman of the arrangement committee,
acted as toastmaster.

The annual convention of the Colorado
society of certified public accountants was
held a t the Broadmoor hotel, Colorado
Springs, M ay 29th and 30th. An open
meeting was held in the afternoon of M ay
29th, a t which Henry Swan was the prin
cipal speaker. Business men of the vicinity
were invited to attend the meeting. A
banquet was served a t 7 o’clock a t which
members of the society spoke.

Massachusetts Society of Certified
Public Accountants
The Massachusetts Society of Certified
Public Accountants held its annual meeting
M ay 24th a t the new chamber of com
merce building, Boston. The following
officers were elected: president, Frederick B.
Cherrington; vice-president, Charles F.
Rittenhouse; treasurer, Arthur T . Chase;
secretary, Percival F. Brundage. The
reports for the year were read by officers
and chairmen of committees. The outing
committee has announced th a t June 21st
will be the date of the annual outing of the
Society, which will be held in conjunction
with the Massachusetts chapter of the
American Institute of Accountants.

Society of Louisiana Certified Public
Accountants
The Society of Louisiana Certified Public
Accountants gave a banquet on M ay 6th
in honor of Charles P. Smith and Charles
M. Trammell who were representing the
board of tax appeals in New Orleans.
Over 100 persons attended the banquet.
Speeches were made by Messrs. Smith
and Trammell, W ard Loveless, attorney;
H. Van R. Chase, general manager of the
New Orleans Association of Commerce;
Archie M. Smith, chairman of the Louisiana
state board of certified public accountants;
Henry J. Miller, president of the Society
of Louisiana Certified Public Accountants,

New Jersey Society of Certified Public
Accountants
The annual meeting of the Society of
Certified Public Accountants of the State
of New Jersey took place M ay 11th a t the
7
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need of a coordinating body with relation
to the work of technical committees; the
legislative situation; cooperation on tech
nical m atters between the older and the
younger members; creation of a bureau of
employee information for the use of
members.

Elks club, Newark. The following officers
were elected: president, James F. Hughes;
first vice-president, Maurice E. Peloubet;
second vice-president, William C. Heaton;
secretary, Julius E. F link; treasurer, Morris
J. Hoenig. Arrangements were made for
an all-day meeting to be held during next
October.

N orth Carolina A ssociation of Certified
Public A ccountants
The semi-annual banquet of the North
Carolina Association of Certified Public
Accountants was held a t the Carolina inn,
Chapel Hill, North Carolina, M ay 6th. A
meeting was held in the afternoon at which
Dudley D. Carroll, dean of the school of
commerce of North Carolina university,
delivered an address of welcome to which
Frederick Moore, president of the associa
tion, responded. The following addressed
the meeting: George E. Wood, J. D. Schoolfield and B. C. Campbell.
At the banquet in the evening Clarence
O. Kuester, secretary of the Charlotte
chamber of commerce was the principal
speaker. L. J. M ann also addressed the
meeting. The second session of the semi
annual meeting was held M ay 7th. At
the business session there was discussion
of the method of selecting members of
the state board of examiners of public
accountants. The state board is now
appointed by the governor. A committee
of the association was appointed to inves
tigate the existing situation and consider
possible changes in the method of selec
tion of members of the board. The
members of the association joined the
members of the North Carolina Bankers
Association at a barbecue dinner given by
the university at the country club.

New York S ta te Society of Certified
Public A ccountants
The New York State Society of Certified
Public Accountants held a meeting M ay
10th a t the Waldorf-Astoria hotel, New
York. The following officers were elected:
president, Joseph J. Klein; first vicepresident, Patrick W. R. Glover; second
vice-president, Norman E. W ebster; secre
tary, M artin Kortjohn; treasurer, Harold
A. Wythes. Maxwell S. M attuck, formerly
chief assistant United States district a t
torney, spoke on fraudulent bankruptcies,
and Max Solomon, assistant district a t
torney of New York county, delivered an
address on false financial statements.
Homer S. Pace, retiring president, said
th a t the defeat of the Hutchinson-Downing
bill which was recently proposed in the
New York legislature to regulate the pro
fession of accountancy, was the outstanding
event of the Society’s y e a r. The bill would
have adm itted several thousand unqualified
men to practice as certified public account
ants. During the year the New York
State Society has established and equipped
its own offices at 110 William street and has
been presented with an accountancy library.
A regular monthly meeting of the Society
was held June 14th at the Waldorf-Astoria
hotel. The programme consisted of round
table discussion on problems of mutual
interest. Among the subjects set down for
discussion were the following: proposed
amendments to the constitution and by
laws—one to provide for associate member
ship open to certified public accountants
of other states who practise in New York,
and one to permit increases in membership
of standing committees; better cooperation
between certified public accountants and
credit departments of banks, note brokers,
and commercial organizations; greater co
operation between certified public account
ants and federal and state tax departm ents;
the need of greater cooperation with civic,
commercial and professional organizations;

Ohio Society of Certified Public
A ccountants
The semi-annual meeting of the Ohio
Society of Certified Public Accountants
was held in conjunction with the depart
ment of accounting of the college of com
merce and journalism of Ohio State
University, a t Columbus, Ohio, June 4th
and 5th.
On the evening of June 4th, J. Hugh Jack
son delivered an address on “ Education
in the public accountant’s office” . At the
morning session on June 5th a business
8
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on a sliding scale, thus heavily penalizing large
accumulations of wealth?
9. Do you consider that the present federal estate
tax, which allows a credit of 80% of the state taxes
paid, will have the effect of bringing the states more
in line as regards equal taxation?
10. Some states impose the tax on the right to
receive property and charge it to the beneficiary.
Some states impose the tax on the right to transfer
decedent’s property and it is charged against the
estate.
Which form of tax do you consider the more
equitable?

meeting was held. Walter F. Dodd, at
torney and a member of the Illinois state
board of accountancy, spoke on “ Legal
aspects of the regulation of public account
ancy”. Spurgeon Bell, director of the
bureau of business research, Ohio State
University, delivered an address on “ Ac
counting analysis in management research.”
A talk on “ University extension courses in
accounting” was given by J. B. Heckert,
assistant professor of accounting at the
university.
At a meeting of the board of directors,
R. H. Gravett was elected a director to
fill the unexpired term of C. A. Gano, who
died early this spring. The society paid
tribute to the memory of Mr. Gano.
Officers and directors of the society at
present are as follows: W. D. Wall, presi
dent; L. G. Battelle, secretary and treas
urer; and R. A. Hurst, W. A. Coy, W. E.
Langdon, R. H. Gravett and R. F. Mateer,
directors.

The speakers on the above topics were
J. H. Van Dorn, H. C. Magee, H. H.
McConnell, C. L. Turner, T. E. Ross,
E. P. Moxey, W. R. Main and J. N.
Aitken. After the remarks of the speakers,
the different phases of the subject were
discussed by other members.
During the dinner the committee dis
tributed numbers upon which a prize
drawing would be based. The announce
ment was made that the person who drew
the thirteenth number would be the winner.
The prize consisted of a fountain pen and
pencil and the winner was a guest at the
meeting.

Pennsylvania Institute of Certified
Public Accountants
The Pennsylvania Institute of Certified
Public Accountants held its final monthly
meeting for the season at the Arts club,
Philadelphia, on the evening of May 19th.
The subject for the evening was federal and
state inheritance taxes and the discussion
was based upon the following questionnaire
which had been distributed at the plates
of the diners.

Virginia Society of Public Accountants
The Virginia Society of Public Account
ants held its regular spring meeting, May
29th, at the Richmond hotel, Richmond,
Virginia. At the business session reports
of committees were read. Among them was
the report of a committee appointed to
consider the question of forming a tri-state
association, comprising the states of North
Carolina, South Carolina and Virginia.
The by-laws committee offered an unofficial
report which proposed a revision of the
by-laws of the Society regarding the ad
mission of members. A resolution was
passed that the committee should draft a
new set of by-laws for consideration at the
next annual meeting of the Society in
September. Harold G. Cutright, of the
department of business administration at
Virginia Polytechnic Institute, delivered
an address on the problems of business
education in colleges and universities. The
Virginia Society has adopted a policy of
close cooperation between business edu
cators and practising accountants, and
Professor Cutright was invited to address
the meeting in accordance with the Society’s
belief that such cooperation may be pro
ductive of much good.

1. Do you think either or both federal and state
inheritance taxes are justifiable?
(a) From the viewpoint of social legislation,
(b) From an economic viewpoint.
2. Do you feel that the government, either state
or federal, is entitled to a large share of accumulated
wealth of individuals whose efforts have been suc
cessful in creating a large estate?
3. Do you consider that a tax involving high
rates on large fortunes is a determining factor which
acts to discourage general business activity which
may lead to great wealth?
4. Do you think that the federal government
should continue in the field of inheritance taxation?
5. Do you believe any system of inheritance
taxation should be confined solely to state juris
diction?
6. Do you consider it fair to the body of citizens
for the states to have widely varying rates and dif
ferent bases of measuring the values of taxes?
7. What is your reaction to the taxation of proper
ties owned in other states and at the same time
subjecting the same property to taxation within
home state of the deceased?
8. Do you consider it equitable to base the rates
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REVIEWS
ARTHUR ANDERSEN—“ JUDGING OPERAT
ING RESULTS”

Article published in Manufacturing In 
dustries, April, 1926.
Exhaustive analysis of a company’s profit-and-loss
statements over a period of years is usually necessary
only with relation to financing, says the writer.
Partial analyses are sometimes made in internal
investigations, but are often specialized and supple
mentary to the analysis of some operating problems.
An exhaustive analysis shows the actual performance
of the company and the reasons therefor, and pro
vides a basis for judging the soundness of manage
ment policies. Beyond all else it is necessary that a
business show a demonstrated earning capacity, for
capital has value only in proportion to the return
from its use. The normal rate of return on capital
may be gauged according to the type of enterprise.
The business must be able to earn an adequate return
on the new capitalization if the capital structure is to
be altered, and in considering the return on capital it
is necessary to give attention to more than the senior
securities which may be offered to the public. The
market value of common stock may be seriously
affected by issuing a large block of cumulative pre
ferred stock, and too great an obligation for preferred
stock may destroy the initiative of the active operat
ing management if it holds a large part of the com
mon stock. One must analyze the ratio of earnings
to capitalization and the probable margin of safety.
Operating statements must be used by the investi
gator, and upon the accuracy, completeness and com
parability of these statements rests the value of
analytical conclusions. These statements are based
upon audits. Usually it is desirable to have audits
for each of five years preceding the date of the investi
gation. If the corporation is comparatively new it is
well to procure audited statements of predecessor
companies. In addition to these audited statements
it is often helpful to have condensed statements from
the company records for a ten or fifteen-year period
to permit a study of long-time tendencies, especially
if the industry is subject to cyclic fluctuations.
Earnings must be accurate for the entire period con
sidered as a unit and also for each of the years covered
in the period. It is essential that the company’s
accounting procedures shall have been consistent
from year to year to avoid distortion of earnings.
Depreciation and appreciation have been given new
importance by tax requirements and by fluctuation
in dollar values, and must receive due consideration
for the period in question. From the records and
statements it must be determined whether operations
are normally consistent or whether fluctuations in
earnings are characteristic in the business. The
sources of profit must be studied. Some profits are
outside the results of normal operation, for instance,
profits on sales of assets or interest on securities not
essential to the conduct of the business. The object
of the analysis is to glean from the past some basis for
judging probabilities of the future. In a summary
statement of operations there will appear twelve
items in a natural sequence, as follows: sales; returns,
allowances and discounts; net sales; cost of sales;
gross profit; selling expense; administrative expense;
net operating profit; miscellaneous income; interest

paid; federal taxes; surplus net profits. Some of the
items require supporting schedules, such as gross sales
and net sales. It is important to show the volume of
sales of each of the several products by years.
Geographic distribution of sales is desirable informa
tion, as is the percentage of total sales by years to a
few principal customers.
If the cost of sales can be broken down by sales
analysis, by products, models, etc., it becomes possi
ble to show gross profits by sales classification.
Some products are sold at small profit for the purpose
of introducing other lines. Long experience in
studying gross profits results in the creation of men
tal standards of certain classes of business. For
instance, certain types of industry are known to
require approximately a 60 per cent. gross-profit
ratio in order to produce a satisfactory net profit.
By the law of averages it is possible to see whether a
low net result is due to inefficient manufacturing or
to extravagant selling policies. The accuracy of
gross-profit determination depends largely upon con
sistency in inventory taking and pricing and dis
crepancies between physical and book inventories are
a good index to the accuracy of the current-costs-ofsales figures. Prices must be considered in the grossprofit analysis. The ratio of general expense to sales
will fluctuate almost directly with increase or de
crease in sales. The important points of analysis,
therefore, consist of a study of items making up these
expenses, to determine whether they are justified,
whether they are too large, whether they are extrava
gant, or whether they need better executive control.
It is sometimes possible to control selling and general
expense on the basis of the sales dollar. An analysis
of certain items by years may indicate important de
ficiencies in the policies and the attitude of the
management.
RICHARD H. BROWNE—“SOME PROBLEMS
AND FACILITIES OF A LARGE MODERN
HOTEL”

Address delivered over radio station
WBPI, March 24, 1926.
The speaker said that the average guest at a hotel
has very little idea of the scope and problems of the
modern hostelry. Most of the activities to be found
in a city of fair size are necessary in the large modern
hotel. The population of a hotel often amounts to
more than 5,000 people. The establishment must
have equipment capable of producing 10,000 or
more meals a day. Huge quantities of food are
imported and consumed. The speaker gave statis
tics to impress upon his hearers the magnitude of
such operations. Often the hotel has 2,000 or more
beds and must provide enormous laundry facilities,
handling over a million pieces a month. Hotel
accounting is one of the most intricate and com
plicated accounting systems and consequently has
been one of the slowest to develop. A uniform sys
tem of accounts for hotels, drafted by representatives
of the Hotel Association of New York, was completed
a short time ago. This system is based on the
natural divisions of hotel operation, such as sleeping,
eating and other activities. The last-named classi
fication is wide in its scope, including tea rooms and
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D AVID HIMM ELBLAU— “ DEPRECIATION
A N D OBSOLESCENCE”

candy shops, tobacco shop, Turkish and Russian
baths, swimming pool, beauty parlors, newsstands,
theater-ticket service, valet, florist, etc. When to
this number of activities is added the task of keeping
the record of credits of various customers, the
accounting system for a hotel takes on huge pro
portions.

Article published in Manufacturers News ,
M arch 27, 1926.
The writer opened his article with the statement
that in many disputes between taxpayer and treasury
department the contestants fail to agree upon the
meaning of the points they are arguing. Mr. Him
melblau defines depreciation as the loss in value of
plant due to wear and tear while it is in use. Ob
solescence, according to the writer, is loss due to the
fact that the plant is no longer useful for the purpose
originally intended. Amortization, as distinguished
from depreciation and obsolescence, is loss incurred
because a property is acquired simply to complete a
specified contract and has no value to the owner
after that performance. Mr. Himmelblau does not
believe that the term depreciation can be applied to
inventories, which become obsolete and do not
depreciate. He illustrated his point with the
obsolescence of inventories in the radio industry.
If it is found that a property will be retired before
it is written off the books one may continue to use
the old rate until retirement and then charge the
undepreciated cost against profit and loss, throwing
the entire cost against the year in which the retire
ment is made. A change in the rate is here pref
erable. It is not necessary for a taxpayer to adjust
his books so that the depreciation figured by the
treasury department will correspond with his own
estimate. If the taxpayer does not agree with the
treasury department’s judgment, the two statements
of depreciation may be set forth on a reconciliation
sheet.
Many people use the straight-line method of de
preciation but a better method in many cases is to
deduct for depreciation according to activity. The
writer illustrates by taking the case of a motor truck
and estimating the number of miles it will run during
its life. By writing off depreciation at a certain
per cent. a mile, the charge varies from year to year
according to the amount of service derived from the
truck.

WILLIAM P. FIE LD — “ RELATION OF AM ERI
CAN CHAMBERS OF COMMERCE ABROAD
TO U N IT E D STATES A N D FOREIGN
G O VER NM EN TS”

Address before the Chamber of Com
merce of the United States, Washington,
D. C., M ay 11, 1926.
The speaker said that the object of American
chambers of commerce abroad should be the first
statement in any discussion of their relations with
foreign governments. The speaker had studied a
list of preambles to constitutions of chambers of
commerce abroad which together made a fairly
satisfactory declaration. In all foreign chambers
there seems to be a unanimity of opinion that their
object is to promote trade, commerce and shipping
between the countries in which they are incorporated
and the countries which they represent, and also to
protect the interests of their members abroad. To
cooperate with the diplomatic and consular repre
sentatives of the United States and to advance
friendly relations between the two countries should
be a primary object of all American chambers of
commerce abroad.
The speaker said that the relations of the American
Chamber of Commerce of Cuba have at all times
been friendly with the Cuban government, and the
goodwill which has been developed between the coun
tries has been of economic advantage to each. The
chamber has always received courteous treatment
from the Cuban government and its opinion has
often been solicited by Cuban officers in matters
which related to Cuban dealings with the United
States.
A second object of the chamber of commerce in
Cuba, according to the speaker, is to promote the
interests of Cuba in the United States. A body of
this sort should make common cause with the au
thorities in the country where it is established for the
mutual interest of that country and America. The
speaker then described economic conditions in Cuba
and its relations with the United States which the
American chamber of commerce on the island had an
excellent opportunity to study.
The speaker called attention to the long-estab
lished friendly relations which have existed between
the two countries and mentioned several conditions
which at present seemed to be rather inequitable,
favoring the United States. Among these was the
treaty of reciprocity, which, the speaker claimed,
benefits the United States at Cuba’s cost. Mr.
Field urged upon his hearers the necessity of absolute
fairness in our dealings with the smaller country.
He also urged the establishment of air-mail service
between the United States and Cuba, and an amend
ment in the regulations of the parcel-post system
between the United States and Cuba.

JOHN T. M A DD EN — “ INFLUENCE OF
BANKERS A N D CREDITORS IN BUSINESS
M A NA G EM ENT”

Address delivered before the alumni of
the New York University school of com
merce, April 27, 1926.
The influence of bankers and creditors has a more
powerful influence in displacing bad management in
business than have the votes of stockholders, accord
ing to the speaker. Credit is the life blood of th e
business unit. Expert management and frank pub
licity of results independently verified are far more
conducive to safety than any check provided by the
voting power of common stock. Verification of
financial accounts by independent auditors is a sound
foundation for credit. Capable managers are needed
more than ever before. Frequent complaints are
heard that management of industry is concentrated
in too few hands, but one reason for this is the fact
that so few men are capable of handling the larger
problems of modern activity.
Any new financial device causes a storm of alarm,
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and the latest object of suspicion is non-voting com
mon stock. The speaker said that he saw no reason
for becoming excited over this. In small companies
voting power may afford protection, but it does not
in larger corporations. Honesty and skill in man
agement and full and frank publicity are the safe
guards in institutions of large size. Many stock
holders in any company are not able to manage its
operations or even to vote intelligently on questions
of policy or finance. Efficient managers must have
control of the functions of a large company and
complete publicity is the most efficient gauge of their
honesty and ability.
SAMUEL NEW BERGER— “ W HY AN
ACCOUNTING SYSTEM ?”

Article published in Women's Apparel
Merchant for May, 1926.
The writer says that efficient records are indis
pensable in the conduct of a business. An account
ing system is the watchman for a business and is an

important factor in obtaining profits. The writer
enumerates the records necessary in the accounting
system of a business: the receiving record, stock or
merchandise records, the purchase book, the credi
tor’s ledger, the payroll book, the sales book, accounts-receivable or customers' ledger, the cashreceived book, the cash-disbursements book and the
general ledger. Mr. Newberger briefly describes
each of these records.
The writer says that business is divided into five
groups or functions: manufacturing, wholesale, retail,
service organizations and concerns which combine all
or more than one of the functions of manufacturing,
jobbing, retailing and serving. There is variation in
the problems of these different types of business. A
manufacturer must know the cost of plant operation,
a wholesaler must be familiar with relative types of
merchandise and the capabilities of sales methods.
The writer then listed a number of typical questions
which constantly occur to the business executive,
answers to which may readily be obtained from the
use of a proper accounting system.

COURT DECISIONS
Internal Revenue

cent. tax upon this remainder, resulting in a
tax of some $16,000 less.
It was held th a t the computation of the
bureau of internal revenue was made upon
an erroneous basis, for the effect of the
method adopted was to tax a portion of
complainant’s net income which was in fact
not taxable. When it took the entire in
come of the complainant for its fiscal year
1917 and deducted therefrom the excessprofit tax and computed the 4 per cent. tax
on five-twelfths of the remainder, it carried
into its computation in its basic figures
seven-twelfths of complainant’s net income
for its fiscal year in question which had
fallen within the calendar year 1916, and as
to which year the 4 per cent. tax was not
applicable. (Curtis & Co. Manufacturing
Co. v. United States , court of claims of the
United States, April 19, 1926.)

Corporation income tax. Method of com
puting war income tax under section 4
of revenue act of 1917.
The Curtis & Co. M anufacturing Co.
claimed refund of income and excess-profit
taxes alleged by petitioner to have been
assessed and collected from it for petition
er’s fiscal year ending M ay 21, 1917, by
the commissioner of internal revenue. The
tax involved was the 4 per cent. war income
tax imposed by section 4 of the revenue act
of 1917, as effected in its assessment by
section 1211 , which amended the act of 1916
by adding thereto section 29, which pro
vided th a t “ In assessing income tax, net in
come embraced in the return shall also be
credited with the amount of any excessprofit tax imposed by act of congress and
assessed for the same calendar or fiscal year
upon the taxpayer.” In computing the 4
per cent. tax for the five months of claim
a n t’s fiscal year 1917 falling within the
calendar year 1917, the commissioner first
took the net income for the entire fiscal
year, deducted therefrom the excess-profit
tax and computed the 4 per cent. tax on
five-twelfths of the remainder, while the
complainant as the basic sum for its com
putation took five-twelfths of its income for
the fiscal year, deducted therefrom the
excess-profit tax and computed the 4 per

Internal Revenue
Income tax. Time of “ closing” of sale on
the instalm ent plan for assessing state
income tax.
The New York state tax law provided
th a t a person should be taxed on his dis
tributive share of the net income of a p art
nership for the taxable year, whether dis
tributed or not. A taxpayer was a member
of a partnership which sold property under
a contract made in 1919 which provided
12
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th a t paym ent should be made on the in
stalm ent plan commencing in 1919 and
running through most of 1920. The de
ferred payments were unsecured and the
first two payments were to be withheld
until the validity of the title of the property
was acceptable to the purchaser; a w ar
ranty of title satisfactory to the purchaser
was necessary before the surrender of the
premises; the instruments of conveyance
were to be withheld until the final payment,
and default in the payment of any part of
the purchase price would permit the seller
to sell the property and apply the proceeds
to any part of the purchase price remaining
unpaid, with a right to a deficiency judg
m ent against the purchasers. A tax was
imposed on the theory th a t the purchase
was a closed transaction and th a t the
profits became a p art of the taxpayer’s
distributive share of the partnership in
1919. The taxpayer asked for a writ of
certiorari to review the determination of
the state tax commission.
The court held th a t the sale was not a
closed transaction until 1920 and th a t the
taxpayer was entitled to pro-rate the profit
derived from the sale in proportion to the
am ount received by the partnership in
1919 and 1920. In such a contract provid
ing for payments on the instalm ent plan
running over more than a year, there is no
provision of law which authorizes the im
position of a tax on all income in the year in
which the income was contracted for. The
provision of the tax law th a t a person shall
be taxed on his distributive share of a part
nership whether distributed or not is inap
plicable where the income has not been
received by the partnership during the
taxable year. (People of the State of New
York ex rel M ayer v. Gilchrist, New York
supreme court, app. div., 3rd dept., M ay
22, 1926.)

1913. The leased property was used for no
other purpose than the business of the
corporation in which its taxable income was
derived and the lease became less valuable
each year. The defendant demurred to the
complaint, contending th a t the commis
sioner of internal revenue had held (treas
ury decision No. 3414) th a t a lessee was not
entitled under the revenue acts of 1916,
1917, 1918 or 1921 to an allowance for
depreciation based on the value of his lease
as of March 1, 1913, if acquired prior
thereto. The district court reached the
same conclusion and entered judgment ac
cordingly. Thereafter the commissioner
overruled his former decision and held
(treasury decision No. 3760) th a t a lessee
was entitled under the above revenue acts
to an allowance for the exhaustion of a lease
owned in a trade or business based upon the
value of the lease as of M arch 1 , 1913, if
acquired prior thereto. In an appeal to the
circuit court of appeals on a demurrer, it
was held th a t the last decision of the com
missioner was a correct construction of the
revenue act of 1916, as amended in 1917,
and as applied to the facts of this case, and
th a t the net income should be ascertained
by deducting from the gross amount of the
corporation’s income a reasonable allow
ance for the exhaustion of property such as
a lease, arising out of its use or employment
in the business or trade. (Kaufman-Straus
Co. v. Lucas , United States circuit court of
appeals, 6th circuit, M ay 4, 1926.)

Internal Revenue
Income tax. Time of accrual of right of
action for refund by reason of dividend
treated in return as salary.
The president of a corporation received
from the corporation as salary in 1918 some
$13,000. In his individual income-tax re
turn he included the entire am ount as
salary and paid his tax accordingly on
M arch 15, 1919. In the corporation’s in
come and excess-profits-tax return for 1918
it reported as expense the am ount paid the
president as salary. In December, 1923,
the treasury departm ent disallowed as
salary some $3,000 of the above amount,
treated it as a dividend and assessed the
normal tax thereon against the corporation,
which the corporation paid. In June, 1924,
the president filed a claim for refund because

Internal Revenue
Income tax. Depreciation allowance for ex
haustion of value of leasehold acquired
prior to 1913.
A corporation brought an action against
a district collector of internal revenue to
recover a part of income and excess-profit
tax assessed against it in 1917 and paid
under protest. The corporation owned a
leasehold estate which it acquired prior to
13
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of the normal tax on the $3,000 disallowed
as salary and treated as a dividend to him.
The claim was disallowed by the treasury
departm ent on the ground th a t it was
barred by section 281 (b) of the revenue
act of 1924, providing th a t no refund should
be allowed after four years from the time
the tax was paid, unless before such four
years a claim should be filed by the tax
payer. In an appeal to the court of claims,
the president contended th a t the statute of
limitations had not run since he had no
basis for a claim for refund until after
the disallowance in December, 1923, of the
$3,000 as salary.

The court ruled th a t the president was
barred by the statute. Although the
treasury departm ent held th a t the $3,000
should be accounted for by the company
as a dividend, this does not alter the fact
th a t the president received it as salary and
having received it as such, he was called
upon thus to account for it in his return.
The statu te says th a t a refund claim m ust
be filed within four years from the date
of paym ent of the tax. The paym ent of
the tax by the company in 1923 could not
be construed as a paym ent of the tax by
the president. (Hayner v. United States ,
court of claims of the United States,
M ay 10 , 1926.)

HERE AND THERE
A rthur Andersen & Co. of Chicago
announce the opening of an office in Los
Angeles, California, in the Los Angeles Gas
and Electric Corporation building.

Lybrand, Ross Bros. & Montgomery an
nounce the opening of an office M ay 1st in
the Industrial building, 1060 Broad street,
Newark, New Jersey.

Blumenstock & Sugarman announce the
dissolution of their partnership by m utual
consent on April 1, 1926. M. Blumen
stock and M. Sugarman will continue the
practice of public accounting as individuals
a t n o East 42 nd Street, New York.

The firm of McArdle, Djorup & McArdle,
New York, was dissolved on April 30, 1926.
Philip N. Miller & Co. of New York
announce the admission to partnership of
William L. Keating and John J. McCue.
A. L. Moreton announces his withdrawal
from the firm of Dempsey & Moreton and
his association with Arthur Andersen &
Company, Los Angeles, California.

Buchholz & M arder, 1476 Broadway,
New York, announce the dissolution of
their partnership as of June 1 , 1926.
L. M arder will continue the practice of
public accounting a t the same address.

Peat , Marwick, Mitchell & Co. announce
the reopening of their office at 56 Unter den
Linden, N. W. 7, Berlin, Germany.

Christian Djorup, formerly of the firm of
McArdle, Djorup & McArdle, is now prac
tising on his own account a t 120 Broadway,
New York.

The following information is derived
from reports sent by members and as
sociates of the Institute on blanks dis
tributed by the bureau of public affairs:

Clyde A. Epperson and Clarence N.
Jensen announce the removal of their
offices from 62 W est Flagler street to the
Miami Bank & T rust Company building,
Miami, Florida.

George Armistead, Houston, Texas, de
scribed the objects of the bureau for place
ments of the American Institute of Ac
countants before the school of business
administration of the University of Texas
a t Austin on M ay 15th. At the annual
dinner of Beta Alpha Psi, Mr. Armistead
spoke in acknowledgment of his election as
an honorary member.

George T. Graham of Lamb, Graham &
Co., Oshkosh, Wisconsin, announces the
adm ittance to partnership of Norman N.
Schomisch and the change of the firm name
to George Graham & Co.
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A rthur Andersen, Chicago, is the author
of two articles, on analyzing net worth in
financial and industrial investigations and
on judging operating results, which appeared
in Manufacturing Industries for March and
April, respectively.
William R. Basset, New York, spoke
before a joint session of Philadelphia sales
managers and advertising clubs, April
19th, on common-sense selling.
F. C. Belser, St. Louis, spoke on the ac
countant’s work as related to the banker’s
problems at a meeting of the Association of
Reserve City Bankers held in Atlanta,
Georgia, April 29th.
Andrew Blass, Pittsburgh, wrote an
article on opening a private ledger, which
was published in the Pittsburgh Accountant
for May.
Reynold E. Blight addressed the student
body of Belmont high school, Los Angeles,
on the value of scholarship in business,
M ay 7th, and the Hollywood high school,
M ay 19th, on m ilitary training in education.
At the M ay 20th meeting of the Los Angeles
post of the American Legion, Mr. Blight
discussed radical propaganda in the United
States. On M ay 21st, a t the annual dinner
of the American Institute of Banking held
in San Diego, he spoke on assets other than
financial.
George Cochrane, New York, acted as
accountant for the debtor a t a mock credi
tors’ meeting held by the New York Credit
M en’s Association on April 22nd. Later
Mr. Cochrane addressed the meeting on the
analysis of financial statements.

P. C. Davis, Seattle, has received an
appointm ent from the American A rbitra
tion Association as a representative of ac
countants in the state of Washington.
Christian Djorup of New York is the
author of a book, Foreign Exchange A c
counting, which has been published by
Prentice-Hall, Inc.
Howard F. Farrington, W atertown, New
York, spoke on accountancy as a profession,
mentioning the bureau for placements of
the Institute, before the business economics
departm ent of St. Lawrence University,
M ay 18th. M r. Farrington’s speech was
reported in full in the Watertown Times of
the same date.
Stanley G. H. Fitch, Boston, discussed
the bureau for placements of the Institute
before the students of the college of business
adm inistration of Boston University on
April 8th. On M ay 4th, before the same
audience, M r. Fitch described the responsi
bilities of the certified public accountant in
certifying statem ents of condition of corpo
rations for filing with the departm ent of
corporations and taxation of the common
wealth of M assachusetts.
William J. Forster, New York, wrote an
article on the distribution of overhead,
which was published in the April 24th issue
of the National Hotel Review.
J. Pryse Goodwin, New York, was a
contributor to a series of articles on choos
ing a profession, appearing in the New York
Herald Tribune.

David Himmelblau, Chicago, delivered
an address on M ay 19th before a meeting of
the Illinois Society of Certified Public Ac
countants.

Ernest Crowther, Pittsburgh, addressed
the students of the school of finance and
accounts of Pennsylvania State College on
the work of the bureau for placements of the
Institute, on April 22nd.

J. Hugh Jackson of H arvard University
spoke on recent trends in commercial educa
tion a t the Eastern Commercial Teachers
Association convention held in New York,
April 1st. On M ay 10th, Professor Jackson
addressed the undergraduate student body
of Simpson College, Indianola, Iowa, on the
college graduate in business. On M ay 6th
and 7th, the H arvard business school was
represented by Professor Jackson a t the

Spaulding F. Glass, Kansas City, read a
paper on the income tax and building and
loan associations before the Kansas League
of Building and Loan Associations, which is
a part of the Kansas Bankers Association.
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dedication of the new school of commerce
building of the University of Illinois. A t
the inauguration of Dr. M arsh as presi
dent of Boston University, on M ay 15th, he
represented Simpson College. Commenc
ing October 1st, Professor Jackson will take
charge of the organization of the accounting
departm ent of the new graduate school of
business, Stanford University, California,
having been granted a leave of absence
from H arvard University for the year 19261927.
Joseph J. Klein, New York, addressed the
Antique and Decorative Arts League at
New York, M ay 20th, on cooperation. At
a dinner given in honor of the United
States board of tax appeals in Washington,
M ay 26th, Dr. Klein made a speech on be
half of the New York State Society of Certi
fied Public Accountants.

P. W. Pinkerton, Chicago, spoke before
the Morgan Park M ilitary Academy on
M ay 27th and delivered a memorial day
address before the congregation of All
Souls Church in Chicago. Mr. Pinkerton is
the author, in collaboration with Jefferson
H. Millsaps, of a book on inheritance and
estate taxes, just published.
Henry S. Puder, Newark, New Jersey,
spoke a t McKinley high school, Newark,
M ay 14th, on the value of education. His
address was given under the auspices of the
Kiwanis club in celebration of boys’ week.
George Rea, New York, was elected
president of the New York chapter of the
National Association of Cost Accountants
a t the annual meeting held on M ay 11th.
Morris J. Root of Philadelphia has been
nominated as a republican candidate for the
Pennsylvania legislature.

J. J. Lang, St. Louis, has been active in
organizing a St. Louis chapter of the
N ational Association of Cost Accountants.
A t the meeting held on M ay 5th, Mr. Lang
was elected a director of the chapter.

John R. Ruckstell, San Francisco, spoke
before the students of the University of
Nevada a t Reno, April 23rd, and explained
the bureau for placements of the American
Institute of Accountants.

Ellis LeM aster, Spokane, wrote an article
entitled “ Certified public accountants strive
to aid business men of the country,” which
appeared in the Northwest Banker Investor
for May.

George G. Scott, Charlotte, N orth Car
olina, has written a pamphlet on budget
accounting.

W. Paxton Little has been elected vicepresident and treasurer of the Niagara
Falls Power Company.

Clinton H. Scovell, Boston, president of
the National Association of Cost Account
ants, spoke on burden, distribution and
application before the Los Angeles, the
W ashington State and the St.Louis chapters
of the National Association on April 20th,
April 30th and M ay 5th, respectively. At
the M ay 29th meeting of the W estern Mass
achusetts chapter M r. Scovell discussed
costs in a competitive m arket. Current
Affairs, the organ of the Boston chamber
of commerce, in the April 5th number con
tained an article, “ Neglecting our oppor
tunities,” by M r. Scovell.

Samuel Newberger, New York, is the
author of two articles which appeared in the
M ay issue of Commercial West, on bank
balance-sheets and prevention and detection
of fraudulent failures.
George S. Olive, Indianapolis, discussed
the opportunities in professional accounting
before the school of commerce of Indiana
University a t Bloomington, M ay 13th.
Addison G. Strong, of the San Francisco
stock and bond exchange, was the principal
speaker a t a meeting of the Sacramento
Society of Accountants, held April 8th.
M r. Strong explained the operation of the
stock exchange and accounting problems
with relation to stock sales.

F. D. Stackhouse, Denver, discussed the
subject of accounting of the water depart
m ent of Denver, in a series of three articles
which recently appeared in the Rocky
Mountain News.
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Frederick Albert Ross
Frederick Albert Ross, a vice-president
of the American Institute of Accountants,
died suddenly June 3 0 , 1926, a t his residence
in New York. Funeral services were held
at New Canaan, Connecticut, July 2nd.
Officers and members of the executive
committee of the Institute were present a t
the services.
M r. Ross was born in Brooklyn, New
York, July 31, 1863. After graduation
from high school he had several years’
experience in accounting work with m anu
facturing and commercial concerns. He
entered the professional field in 1900, and
in 1904 he became associated with Marwick,
Mitchell & Company, now Peat, Marwick,
Mitchell & Co. A t the time of his death
he had been a partner of the firm for more
than tw enty years. He was a certified
public accountant of Wisconsin and M inne
sota and a chartered accountant of British
Columbia.
Mr. Ross’ membership in the American
Institute of Accountants dated from 1916,
when he was adm itted by virtue of mem
bership in the American Association of
Public Accountants, the predecessor of the
Institute. In 1920 he was elected a mem
ber of the council for five years and during
th a t time served for two years as a member
of the executive committee. A t the annual
meeting of 1925 he was elected a vicepresident.
Mr. Ross was a member of the Oregon
State Society of Certified Public Account
ants. His interests outside the profession
were many. He was a member of the

Annual Meeting of American Institute
of Accountants
As announced in previous issues of the
Bulletin, the annual meeting of the Insti

tu te will be held a t Atlantic City, New
Jersey, September 20 to 23, 1926. The
committee on meetings has found it neces
sary to change its original plans and the
meeting will be held a t the St. Charles
hotel.
Meetings of council will be held on the
20th and 23rd, and the open meetings will
take place on the 21st and 22nd. All per
sons interested in accountancy are invited
to attend the open meetings. On Septem
ber 21st the usual meeting of the board of
examiners of the Institute and members of
state boards of accountancy will be held.
Several papers on technical subjects will be
presented by able speakers a t the open
meetings.
M any entertainm ent features will be
provided by the committee on meetings.
The annual golf tournam ent will be played
a t country clubs near Atlantic City. Sec
tional teams will compete for the Missouri
golf trophy and the usual individual
matches will take place. The banquet will
be served a t the St. Charles hotel, Wednes
day evening, September 22nd. Special
entertainm ent will be provided for ladies
who attend the meeting. The members of
the New Jersey Society of Certified Public
Accountants will act as hosts to the mem
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“ The organization of large accountants’
offices in connection with the account
a n t’s responsibility,” by H. R. Reder,
Am sterdam ;
“ Education for the profession,” by E. E.
Spicer, London;
“The accounts of local authorities,” by
H. A. Verhey, Amsterdam;
“ The accounts of local authorities,” by
F. Ogden Whiteley, Bradford.

bers of the Institute a t a luncheon to be
held Tuesday, September 21st.
All reservations and requests for infor
mation regarding rates, etc. should be ad
dressed direct to the St. Charles hotel. The
chairman of the committee on meetings is
Will A. Clader. All communications in
tended for the committee on meetings
should be addressed to M r. Clader a t the
offices of the Institute. Further informa
tion will be published in the Bulletin for
August. Notices of the meeting will be
mailed to all members and associates of the
Institute.

Accountants’ Arbitration Committee
Reports
The accountants’ committee of the
American Arbitration Association on June
10th presented through its chairman, J.
Pryse Goodwin, a report of its activities
from the date of its appointment, October
30, 1924, and asked for its discharge. The
committee had two predecessors, the first
having as its chairman the late Edward L.
Suffern and the second being directed by
Harold Dudley Greeley.
The report presented by Mr. Goodwin
said th a t as a result of the activities of the
three committees of accountants, 182 ac
countants and accounting firms were en
listed as members of the American Arbi
tration Association and of its predecessor
organization, the Arbitration Society of
America, up to M ay 31, 1926. The annual
dues paid by the accountant members of the
association aggregated more than $3,000.
On M ay 31, 1926, there were 103 account
ants and accounting firms members in good
standing of the arbitration association.

Institute Member Attends League
Conference
George O. M ay attended the conference
called by the League of Nations a t Geneva
to consider double taxation and fiscal
evasion as one of the two experts whom the
International Chamber of Commerce was
invited to nominate to act in a consulting
capacity.

International Accountants' Congress
The International Accountants’ Congress
was held a t Amsterdam, Holland, July 5,
6 , 7, 8 and 9, 1926. The representatives of
the American Institute of Accountants a t
this meeting were: A. S. Fedde, J. M. Gil
christ, C. E. M ather, W. Ernest Seatree and
J. E. Sterrett. John T . M adden and R. H.
Montgomery, also members of the Institute,
attended the congress as representatives of
New York University and Columbia Uni
versity, respectively.
John T. M adden delivered an address at
the meeting on education for the profession
and Robert H. Montgomery spoke on legis
lation for the profession.
Among other addresses which were given
a t the meeting were the following:
“ Accounting machines, appliances and
methods,” by W. Desborough, London;
“ Legislation for the profession,” by
I. Goudeket, Amsterdam;
“ Standard costs as a basis of manage
ment and industrial control,” by C.
Hewetson Nelson, Liverpool;
“ The accountant’s certificate in connec
tion with the accountant’s responsi
bility,” by Sir William Plender, Lon
don;

Institute Members in Spokane
Entertain Bankers
On June 18th the members of the Ameri
can Institute of Accountants residing in and
about Spokane, Washington, gave a banquet
to the officers of the local banks. Ellis
LeM aster presided. The purpose of the
meeting was to continue the relationship of
accountants with bankers initiated in May,
1925, when a similar meeting was held by
the Spokane Society of Public Accountants.
The meeting was informal and was held for
the purpose of exchanging comments on
problems of mutual interest to accountants
and bankers. The guests expressed their
appreciation of the opportunity to partici
pate in such a meeting.
2

Bulletin of American Institute of Accountants

E.
M. Meyer spoke on the American Management Week Plans Developing
Institute of Accountants, its organization,
Excellent progress is reported by the
membership an d functions. He briefly
sketched the history of the American national committee in charge of arrange
Association of Public Accountants, and ments for management week, especially in
described its reorganization as the Ameri the development of plans for local meetings
can Institute of Accountants. He stressed in various centers.
Members and associates of the Institute
the high standards of professional practice
will
have a part in a number of the meetings
which the Institute has established.
The principal topic was the question of which will be held the last week in October.
accountants’ certificates. Several of the The national committee reports th a t ac
bankers had brought copies of certificates to countants in a number of cities already
the meeting and many types of certificates have signified their willingness to assist in
were discussed. Plans were made to hold a arranging programmes.
Members and associates of the Institute
similar meeting in the fall. The possibility
of a joint meeting of accountants and who are willing to aid this work m ay obtain
members of the Spokane Bar Association is details as to the most effective way in which
they can help by addressing the Institute.
under consideration.
A t the last meeting of the management
week national committee, reports were
Board of Examiners
made to the effect th a t many local organiza
The next examinations of the American tions and institutions of learning are giving
Institute of Accountants will be held No their support to the movement, and th a t a
vember 18 and 19, 1926. Applications more widespread interest in the undertaking
should be subm itted a t least 60 days before is manifest than in any previous year.
the date of examinations.
Plans are being made to collect all papers
Of the candidates who took the M ay prepared and presented during management
examinations of the Institute for certified week, in the hope th a t they may be pub
public accountant certificates in cooperat lished as annals. An attem pt m ay be
ing states, approximately 19 per cent. made to give special recognition to the
passed, 22 per cent. were conditioned and author of the paper deemed to be the most
59 per cent. failed.
constructive of those presented.

REGIONAL MEETING
Boston

J. Hugh Jackson spoke on bankers’ views
of certified statem ents. He discussed the
extent to which certified statem ents are
used by bankers in making loans, and to
what extent the name of the certifying firm
affects the bank’s decision. He also men
tioned the question of the auditor’s obliga
tion to qualify his certificate.
In the afternoon, accountants attending
the meeting proceeded by boat to Pem berton,
where they were received as guests by the
M assachusetts Society of Certified Public
Accountants, which was holding its annual
outing. The afternoon was devoted to
baseball, tennis, water sports, and track
events. A dinner was served a t 6:30 P. M.
and was followed by dancing and special
entertainm ent.

The eighth meeting of the New England
regional district of the American Institute
of Accountants was held M onday, June 21st,
a t the chamber of commerce building,
Boston.
The business meeting took place in the
morning. Harold Dudley Greeley de
livered an address entitled “ A graphic out
line of the law of evidence,” which was a
non-technical explanation of the practical
application of the rules of evidence. The
remarks were illustrated by a specially
prepared chart. The speaker described
procedure in litigation and referred to
actual cases. Mr. Greeley explained why
rules of evidence are necessary, and partic
ularly stressed the introduction of books of
account into evidence.
3
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COMMITTEE ACTIVITIES
Special Committee on Cooperation
with Bankers

whose work was being criticized were not
members of the Institute (no names were
subm itted), nevertheless they resolved to
deal with the m atter on broad lines regard
less of the affiliations of the accountants,
and after careful consideration of these
examples the committee came to the con
clusion th at, if the accountants whose work
had been criticized had followed the provi
sions laid down in the memorandum on bal
ance-sheet audits, circulated by the feder
al reserve board in 1917, m any of the points
of criticism by the bankers would not have
arisen. Accordingly, the Institute committee
caused to be mailed to all members of the
Institute an additional copy of this memo
randum with a letter urging th a t it be fol
lowed as a standard of the minimum re
quirements for a balance-sheet audit.
The Institute committee pointed out to
the bankers th a t technically the statem ents
subm itted are the statem ents of the client,
and while the accountant m ust strongly en
deavor to induce his clients to prepare a
statem ent which is in the best form and
clearly presents the financial position of the
client, still the client may, in spite of the
accountant’s endeavors, refuse to adopt
such a form of statem ent. In such a case,
the client m ay insist upon having his state
m ent stand, but the accountant has the
right and privilege to include in his certif
icate any qualification which, in his judg
m ent is necessary, and in an extreme case
where a misleading statem ent is presented,
he will refuse to give any certificate.
A t a joint conference of the two com
mittees, which was held in the beginning of
1923, the chief points of criticism by the
bankers had to do with the certificates
which the accountants append to the finan
cial statem ents of their clients and also to
the practice of certifying statem ents “ giv
ing effect to the sale of securities.” W ith
respect to the first criticism the bankers
stated th a t in a large number of instances
the accountants’ certificates which they
received were not clear and in m any cases,
there appeared to be an endeavor to avoid
responsibility. On this point the Institute
committee could not very well disagree as
in the m ajority of cases the certificates did
appear to be ambiguous.

A t a regional meeting of the American
Institute of Accountants held a t Cleveland,
Ohio, M ay 22nd, Frederick H. Hurdm an, a
member of the Institute’s special committee
on cooperation with bankers, presented a
paper outlining the activities of the com
m ittee in the past and its plans for the future.
M r. H urdm an’s address, in part, is as fol
lows:
The special committee on cooperation
with bankers was appointed in May, 1922,
as a result of a request by the chairman of
the committee on cooperation with public
accountants of the Robert Morris Asso
ciates th a t the Institute create a committee
to which th a t organization could refer
m atters of m utual interest as they arose.
While this committee does not consider th at
its relations are necessarily confined to the
Robert Morris Associates, nevertheless it
feels th a t close contact with th a t body,
membership in which is made up of officers
in the principal banks of the country who
have to do with credits, probably gives it a
more direct approach to the banks than
could be obtained through any other
channel.
As a result of many meetings of these
two committees and informal conferences
between the chairmen, a fine spirit of
cooperation and sym pathetic feeling for
each other’s shortcomings have been de
veloped. I t is believed th a t the work of
these two committees has done more to
create a better understanding between
bankers and accountants than any other
agency.
The Robert Morris committee had for
some time been collecting evidence in the
form of glaring examples of alleged faulty
work on the p art of accountants, de
veloped through the investigations by the
bankers of statem ents subm itted to them
by their borrowers. These cases involved
such questions as contingent liabilities,
faulty certificates, statem ents giving effect
to financing, and many other m atters con
cerning which the banker was troubled.
While the Institute committee believed
th a t a large num ber of the accountants
4

Bulletin of American Institute of Accountants

With regard to the other matter, the
Institute committee pointed out to the
bankers that as credit men they should be
entitled to the statements of their customers
before giving effect to proposed financing
and that the statement after giving effect to
the sale of securities as at a date subsequent
to the balance-sheet is prepared for an en
tirely different purpose, since what the
prospective investors are interested in is not
the financial position at a past date, which
has been materially changed by new
financing, but the position after the new
financing.
As a result of the criticisms of the bankers
and the discussions which followed, the
Institute committee made the following
recommendations to the council at its
meeting in April, 1923:

insuring as far as possible sound standards
and uniformity of practice with relation to
the issuance of such statements. The sug
gested rules embodied in that report are as
follows:
1. The accountant may certify a statement of a
company giving effect as at the date thereof to
transactions entered into subsequently only under
the following conditions, viz:
(a) If the subsequent transactions are the subject
of a definite (preferably written) contract
or agreement between the company and
bankers (or parties) who the accountant is
satisfied are responsible and able to carry
out their engagement,
(b) If the interval between the date of the state
ment and the date of the subsequent trans
actions is reasonably short—not to exceed,
say, four months,
(c) If the accountant, after due inquiry, or pref
erably after actual investigation, has no
reason to suppose that other transactions or
developments have in the interval materi
ally affected adversely the position of the
company; and
(d) If the character of the transaction to which
effect is given is clearly disclosed, i.e., either
at the heading of the statement or some
where in the statement there shall be stated
clearly the purpose for which the statement
is issued.
2. The accountant should not certify a statement
giving effect to transactions contemplated but not
actually entered into at the date of the certificate,
with the sole exception that he may give effect to
the proposed application of the proceeds of new
financing where the application is clearly disclosed
on the face of the statement or in the certificate and
the accountant is satisfied that the funds can and
will be applied in the manner indicated. It is not
necessary that the precise liability shown in the
balance-sheet before adjustment should actually be
paid out of the new money. It is sufficient, for
instance, where the balance-sheet before the financing
shows bank loans, if the proceeds are to be applied to
bank loans which are either identical with or have
replaced the bank loans actually outstanding at the
date of the balance-sheet. Ordinarily, however, the
accountant should not apply the proceeds of financ
ing to the payment of current trade accounts pay
able, at least not against a normal volume of such
current accounts payable, because there must always
be such accounts outstanding and the application of
new moneys against the outstandings at the date of
the balance-sheet results in showing a position which
in fact could never be attained. The accountant
may usually best satisfy himself that the funds will
be applied as indicated by getting an assurance from
the issuing house on the point.
3. In any description of a statement or in any
certificate relating thereto it is desirable that the
past tense should be used. It should also be made
clear that the transactions embodied have been
definitely covered by contracts.
4. When the accountant feels that he cannot
certify to such a hypothetical statement, probably

1. That all balance-sheet audits should be made in
conformity with the requirements of the federal
reserve bulletin of April, 1917; that is to say, the
requirements of this document should be adopted as
the minimum requirements for a balance-sheet audit.
2. That the accountant’s certificate to a balancesheet should be clear and concise. The committee
feels that the council of the Institute should con
sider formulating one or two model certificates which
should be adopted by the Institute and circulated
among the members for their guidance,
3. While it is difficult, and perhaps undesirable, to
formulate absolute rules for the preparation of state
ments after giving effect to financing consummated
at a date subsequent to the date of the balancesheet, your committee feels that in this case also the
council of the Institute should consider formulating
certain broad rules for the guidance of the members
in preparing statements of this character,
4. In view of the increasing importance which
bankers are attaching to audited statements and a
feeling on the part of the bankers, as expressed by
the Robert Morris Associates, that they should
keep in closer touch with the accountants, your
committee feels that a permanent committee of the
Institute should be appointed to cooperate with the
bankers, to which the bankers could refer for con
sideration various questions as they arise from time
to time, or to which they could make complaints.
Alternatively, the functions of one of the existing
committees might be extended to cover this specific
work, and the associations of bankers should be
advised of the existence of such a committee.

In September of that same year the com
mittee made a report to the council dealing
with the matter of the certification of bal
ance-sheets giving effect to transactions
consummated at a date later than the date
of the balance-sheet and attempted, in th at
report, to suggest certain rules for the
guidance of members of the profession for
5
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1. Q. What distinction, if any, exists between
current assets, quick assets, working assets and
liquid assets.
A. The terms “ current assets,” “ quick assets”
and “ liquid assets” are generally used as almost
interchangeable terms, although strictly they do
not have exactly the same meaning. Current
assets have been defined as cash, receivables from
outsiders, and inventories of stock in trade, which
in the regular course of business will be readily and
quickly realized, together with such additional
assets as may readily be converted into cash with
out impairing a business or enterprise (e.g., mar
ketable securities other than those held for pur
poses of control, notes or accounts receivable from
officers, stockholders or employees). “ Quick
assets” is most commonly used in banking circles
and includes those current assets which consist of
cash or which can and will be quickly converted
into cash, e.g., inventories and accounts and notes
receivable. The balance-sheet included in the
federal reserve bulletin makes just this distinction
between current and quick assets. A sub-total
of quick assets is made including inventories,
accounts and notes receivable, and cash, and to
this sub-total are then added marketable securities
which can be sold without impairing the business,
and notes and accounts due from officers, stock
holders and employees, the resulting total being
described as “ total current assets.”
The meaning of “ liquid” assets in practice is
the same as “ quick” assets. Regardless of the
foregoing distinction, the terms “ quick” and
“ liquid ” assets are often somewhat loosely applied
to the total of the assets described above as current
assets.
“ Working assets” is a term adopted as descrip
tive of assets intermediate in character between
capital and current assets; specifically, assets
which are consumed by an enterprise in the
activities carried on without themselves forming
an integral part of the product, e.g., supplies used
in operations. In practice it is usual in the case
of a manufacturing concern to include the working
assets, such as supplies, under the general caption
of “ current assets.”
In trust deeds and certificates of incorporation,
“ current assets” and “ quick assets” are used as
alternative terms, and such items as supplies, and
also prepaid insurance, etc., are usually specifically
included in the general definition of “ current
assets” or “ quick assets.” In trust deeds the
term “ liquid assets” is used much less frequently
than the other two terms.
2. Q. Is it an acceptable accounting practice to
certify to a financial statement without having
verified with the banks cash balances and obligations
outstanding and is it sufficient to verify only with
the banks that according to the records hold obliga
tions at the date of the statement or should verifica
tion be made with all banks (and commercial-paper
brokers as well, if their services have been availed
of) where obligations may have been held at any
time, say during the previous twelve months or such
other time limit as you may set?
A. It is not good accounting practice to certify
to a financial statement without having verified
with the banks the cash balances and obligations
outstanding.

because of the length of the period which has elapsed
since the accounts have been audited, he may be
prepared to write a letter, not in certificate form,
stating that at the request of the addressee a state
ment has been examined or prepared in which effect
is given, in his opinion correctly, to proposed trans
actions (which must be clearly specified). Such
letters should be given only in very special cases and
with the greatest care.

During the latter part of 1924 the chair
man of the Institute committee and the
chairman of the bankers’ committee had
some correspondence relative to the certifi
cation of statem ents giving effect to financ
ing. The following excerpt from the report
of the bankers’ committee to the members
of the Robert Morris Associates may be of
interest:
“ The general, and what we consider fair, attitude
of the accountants toward this subject in its entirety
is well summed up in the concluding paragraph of
the letter from the chairman of the accountants’
committee, reading as follows:
“ ‘The whole question is a very difficult one and
has grown out of the very natural wish of the
issuing houses to show to the prospective investor
the position of the company after the new financ
ing shall have been consummated. This, of
course, is the situation in which the investor him
self is particularly interested; he is not primarily
concerned in the position of the corporation before
the financing but in the position after giving effect
to the new financing.
“ ‘The whole practice is also predicated upon the
assumption that between the date of the balancesheet which is furnished to the accountant and the
date of his certificate there shall not have occurred
anything which has affected adversely the position
of the corporation. The issuing houses require
the corporation or its representatives to represent
to them that the position of the company at the
date the refinancing actually takes place is at least
as good as the position disclosed by the balancesheet which the accountant certifies and the more
careful accountants and issuing houses themselves
inquire into the intervening transactions to obtain
the necessary confirmation.
“ ‘The statements we are discussing should not be
confused with statements for credit purposes; the
credit man is interested in them only incidentally,
and while they may be extremely useful to the
credit man he should always bear in mind the
purpose for which they have been prepared,
namely, to show to the investing public what the
position of a corporation will be after certain new
financing shall have been consummated. The
credit man should ask for the statements both
before and after giving effect to the financing.’ ”

Early in 1924 the bankers’ committee
subm itted a list of questions having to do
principally with terminology and asked the
In stitute committee to define these points
for their guidance. A few of these questions
may be briefly summarized as follows:
6
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The federal reserve bulletin states that “ certifi
cates must be obtained, as of the evening of the
closing date, from the banks in which cash is
deposited, by or mailed directly to, the auditor
himself. . . . Statements must be obtained from
all banks and brokers with whom the concern
does business, showing all notes and drafts dis
counted or sold by them for the benefit of the
concern.”
3. Q. Is an accountant obligated to mention any
unpaid accumulated dividends?
A. In the accounts of a company where there
are unpaid cumulative dividends, this fact should
be noted on the balance-sheet prepared for the
information of stockholders. As a general rule,
the only interested parties are the holders of the
stock in respect of which the dividends are in
arrears and the holders of securities junior to that
issue. In the case of a balance-sheet which is
issued only for the specific purpose of obtaining
credit, the omission of the reference to arrears of
dividends may be permissible, but in the annual
report of a company such arrears should be noted
on the face of the balance-sheet.
4. Q. May it be taken for granted in accepting a
certified statement that the accountant has inquired
as to the examination of the books by the internalrevenue department and has ascertained that there
is no apparent liability for back taxes, or otherwise
that such liability would be commented upon?
A. The last question should be answered in the
affirmative, that is, where an accountant has
certified a statement it can be taken for granted
that he has made full inquiry into the tax situation
of his client, and if there is any liability for back
taxes or a probability, in the accountant’s opinion,
of additional taxes as a result of an examination
by the internal-revenue department, a provision
should either be taken up in the accounts or the
omission should be noted in the accountant’s
certificate.
Even in cases where no examination has been
made by the internal-revenue department and the
accountant is of the opinion that a liability exists
for additional federal taxes, which liability is not
provided for in the accounts, his certificate should
contain a qualifying clause. On the other hand
it is quite possible that the government might
have claimed a liability for additional taxes which
the accountant might know to be erroneous, in
which case he would be justified in assuming the
responsibility for omitting any reference to the
government’s position.

cordingly, in June, 1924, th a t committee
was supplied with a list of cases where
bankers had issued careless certificates with
relation to the verification of bank loans
and bank balances. Several of these in
stances were brought to the attention of the
bankers.
The bankers’ committee has expressed
itself as glad to get from the accountants'
committee any cases of this kind where ap
parently the bankers themselves have been
a t fault, and it is believed th a t the commit
tee of the Robert Morris Associates has been
very fair in presenting these m atters to the
members of its own organization. The good
feeling and spirit of cooperation which exists
between the two committees is evidenced by
the following resolution which the Robert
Morris Associates passed a t their meeting in
St. Louis in 1924:
“ Robert Morris Associates, in regular meeting
assembled, send greetings and good wishes to the
American Institute of Accountants and record their
sincere appreciation of the cordial, wholehearted
cooperation of that organization in our joint effort
to improve the relations between accountants and
bankers. . . . It is the earnest desire of this organ
ization that we may continue to work together for
the good of our respective fields of endeavor.”

In the m ajority of cases subm itted by the
bankers to the Institute committee the name
of the accountant has been om itted, b u t in
cases where a complaint has been made and
the name of the accountant furnished, the
committee has forwarded the complaint to
the member of the Institute whose work has
been criticized with a request th a t he fur
nish it with the facts, and in such cases it
has forwarded his reply to the chairman of
the bankers’ committee. Generally it has
not been necessary for the Institute com
m ittee to do more than furnish the reply of
the member, th a t reply showing on its face
a sufficient explanation for the issuance of
the statem ent in a form which provoked
criticism by the bankers.
In the report which the bankers’ commit
tee made to its members in October, 1925,
several instances of w hat they term ed
faulty certificates were cited. One or two
citations from this report m ay be of interest.
The chairman of the bankers’ committee
wrote to a firm of accountants inquiring as
to the significance of a certificate such as,
“ We hereby certify th a t the above balancesheet is in accordance with the books and

In submitting what the committee deemed
to be the proper answers to these and other
questions, it was felt th a t a valuable piece
of work was done in clearing up doubts
which existed in the minds of the bankers.
Believing th a t the work of these two
committees should not be altogether one
sided, the Institute committee has felt, as
m atters arose, th a t where it appeared th a t
the bankers were a t fault the accountants’
committee should bring these m atters to the
attention of the bankers’ committee. Ac
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The principal topic considered was th at
bearing on the scope of the audit as evi
denced by the certificate of the accountant,
the query in the mind of the banker being
how far can he accept the statement which
the accountant makes in certifying to the
statement of his customer. The Institute
committee volunteered to attem pt to define
the various classes of audits which an ac
"You are perfectly correct in taking it for granted
countant makes from time to time and to
that I would not lend my name to a statement even
in this way, unless I were willing to have the banks
devise one or two forms of certificates which
believe that I considered the statement a true show might become standard in the majority of
ing—yet I merely certified to the fact that the bal
cases. It was believed that many account
ance-sheet was in accordance with the books of each
ants had developed the use of a stereotyped
of the corporations in question, after closing, on
certain specific dates.
form of certificate which to them appeared
“The truth of the matter is that in each of these
satisfactory but which upon analysis could
cases no check audit was made, but merely an ana
be shown to be ambiguous. The Institute
lytical examination of the books before and after
committee is at work on this difficult subject
closing, for the purpose of preparing and filing the
corporation returns, or for the purpose of preparing
at the present time and hopes to have a
brief condensed financial statements, and on these
report for submission at the annual meeting
statements, the phrase in question was used by me
for the purpose of calling attention to the true condi in September.
Early this year the bankers’ committee
tion, and without any intention on my part of either
deliberately or unwittingly misleading.”
submitted a case in which the statement cer
As a further illustration in this same re tified to by the accountants was dated
port as indicating that all accountants do November 29th, whereas previous state
not agree to the necessity of mentioning ments had been issued as of December 31st.
contingent liabilities, a case involving the Shortly after the issuance of the November
rediscount of several hundred thousand 29th statement this company got into
dollars of customers' paper came to the trouble and an investigation developed the
attention of the chairman of the bankers’ fact that in December the company had
committee who wrote the accountant and contracted for merchandise under letters of
credit amounting to nearly five times its
received the following reply:
net worth. The reply of the Institute com
“ I am a member of the American Society of Certi
mittee to that communication from the
fied Public Accountants and was also a member of
the former American Association of Public Account
bankers may be quoted as typical of the
ants and at various times in partnership with past way in which these cases are handled.
after closing on . . . ” , and asked whether
or not the bankers would be justified in
assuming that the firm was certifying to the
accuracy of the statement, believing that
otherwise the firm of accountants would not
lend its name to the statement. The
reply received from the accounting firm was
as follows:

presidents of the latter, so that I may claim to know
something of the code of ethics obtaining in the pro
fession. From an experience of some forty years in
the profession, both in England and America, I
have never known it to be obligatory to refer to any
contingent debt, either in the balance-sheet or cer
tificate thereto— unless in the opinion of the auditor
the facts would not permit of a full certification.
“An auditor has a duty to his client as well as to the
public and I am sure that duty would be ill per
formed in many cases if all the possible reservations
were made. I need scarcely say that I am anxious
to advance the interests of my profession in any way
practicable, but as you may well realize, there are
many guaranties given in these days the liability
on which is negligible.”

“ Replying to your letter of January 13th, it seems
to me that if the accountant knew of the condition
referred to, he showed a lack of moral courage (to
say the least of it) in agreeing to make his audit and
sign his statement as of November 29th. While he
might not be legally liable for any loss which the
banks might sustain, he is certainly under such
circumstances open to censure.
“On the other hand, it seems to me that whenever
a bank receives a statement at some unusual date,
when they have been accustomed to receiving state
ments at the end of a regular fiscal period, the bank
should immediately inquire into the reason for the
change. It is not unknown for accountants to be
asked to make statements at unusual dates for the
purpose of concealing some such unusual condition
as that mentioned in your letter, but they almost
invariably refuse to lend themselves to the prepara
tion of a statement which, while correct in itself,
would deceive anyone reading the statement.”

In November of last year a joint meeting
was held with members of the bankers’
committee, members of the committee on
coöperation with bankers of the New York
In February of this year the committee
State Society and members of the Institute
committee, when several matters of interest was asked as to whether or not it was good
to accountants and bankers were discussed. accounting practice for an accountant
8
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merely to sign a statement without any
accompanying certificate, and the reply of
the chairman was to the effect that he
would not regard the mere signing of the
name of an accountant to a balance-sheet as
an unqualified certificate, pointing out that
a particular accountant might so regard it
at the time he signs his name, but as, if and
when the occasion arose he would be in a
position to say th at his signature meant
anything he might then wish it to have
meant. Either a lengthy report stating
exactly what he has done to verify a partic
ular statement or, alternatively, a short
certificate which has a conventional mean
ing, is much to be preferred to the very
unusual practice of the mere signing of the
accountant’s name without any explanation
whatever.
A further illustration of some of the mat
ters which are referred to the Institute
committee, is a recent inquiry as to what
was the distinction to be drawn between
the words “ audited” and “ examined”
where a certificate is an unqualified one.
The reply was to the effect that the word
“ audited” as applied to financial statements
covering a period of time, meant that the
auditor had verified all the transactions
appearing in the accounts with supporting
vouchers and inasmuch as it was mani
festly impossible for an auditor to vouch all
the transactions in the accounts of a large
enterprise many accountants have, therefore,
leaned to the use of the word “ examined”
rather than “ audited” since the word
“ examined” implies th at the transactions
represented in the accounts had been verified
by tests rather than by complete check of all
vouchers and other supporting data.
It may be of interest to know th at the
bankers’ committee has placed the members
of the Institute committee as well as the
members of the New York State Society
committee on the mailing list to receive
copies of its monthly bulletins and that
the members of the bankers’ committee are
receiving copies of the Institute Bulletin.

into one of the most useful functions of the
Institute. The bureau was organized to
provide a practical means of bringing suit
able college graduates in touch with mem
bers of the Institute who desire such men for
permanent positions as junior assistants.
Applications for positions have been filed
by 241 graduates of 62 colleges. Of these,
93 were rejected by the committee on the
basis of their application alone as not being
suitable candidates for the positions offered.
The others were interviewed by members of
the Institute residing in or near the cities
where the young men were attending school
and a few applicants were rejected by the
committee as a result of the reports on the
interviews. The others are now in com
munication with members who have asked
for men and some have already been
placed in positions.
Requests for 72 men have been received
from 28 firms who are members of the
Institute throughout the country. Many
of the requests were for one man only but
other firms requested more. The largest
request was for twelve men.
Applications are still being filed by young
men and by firms. The committee hopes
th at all members who wish to assist in this
experiment and who have not already filed
an application will agree to take at least one
man in the near future. It is probable th at
the committee will obtain a considerable
number of applications between the present
time and the end of the year from men who
desired to take a vacation after graduation
and from men who have accepted temporary
positions for the summer months.
The members of the special committee for
placements and the officers of the Institute
have given considerable time and energy to
this work. They have learned much th at
should result in more efficient results in
another year. If they have the full co
operation of the members of the Institute,
they believe th at in a few years many of the
most capable men graduated from our col
leges and universities will be seeking posi
tions as junior assistants with public ac
countants. Many of these men will choose
public accounting as their life work a t the
end of their training period. Others will
find their training in accountants’ offices of
inestimable value in reaching executive
positions with large business enterprises.

Special Committee for Placements
The special committee directing the
operations of the bureau for placements is
much encouraged by the results obtained
thus far and is hopeful th at it may develop
9
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Special Committee on Public Affairs
Circulation of letter-bulletin 6 , on bank
ruptcy problems, has begun. Copies are
being sent to members and associates of the
Institute, together with blanks on which to
request additional supplies. This commit
tee believes that because of the great public
interest in the changes in the bankruptcy
law that are to become effective August 27th
there will be a strong demand for copies of
the letter-bulletin on the part of business
men, bankers, attorneys, credit men and
government officers. Members and asso
ciates are asked to make their requisitions
early, and to begin the distribution of the
letter-bulletin promptly. A limited edition
of 35,000 copies has been printed.
In each city and business center there are
well defined fields to be taken into consid
eration by members in planning distribu
tion. The chamber of commerce should be
consulted about the advisability of making
a limited number of copies available to its
members; trade associations and credit
men’s organizations should be supplied with
copies; bankers may wish to circulate copies
among their clients; and individual business
men and attorneys should be interested in
having the information as to the changes
made in the law and what it is hoped the
changes will accomplish in the way of
additional safeguards for creditors in bank
ruptcy cases.
Fifty copies of the letter-bulletin will be
sent without cost to any member or asso
ciate. For copies in excess of 50, a charge of
3 cents apiece will be made. Requisitions
will be filled in the order of their receipt,
shipments being made as rapidly as the
mailing department’s facilities permit.

quainting the business public with the need
of enacting a new arbitration law. The
measure is pending before the legislature.
With forty or more legislatures scheduled
to convene next December and January,
extensive plans are being made for the in
troduction of commercial arbitration meas
ures in many states. In many instances
accountants in those states who are mem
bers and associates of the Institute are
aiding in the preliminary work of laying the
facts relative to commercial arbitration be
fore the business public and legislators and
of drafting modern comprehensive measures
under which it will be possible to make full
use of the federal arbitration law which be
came effective January 1, 1926. The
bureau of public affairs is cooperating
closely with the American Arbitration Asso
ciation in its work and invites inquiries from
accountants in states on whose legislative
books there are still to be written arbitration
measures containing the provisions which
experience has shown are needed to make
commercial arbitration fully effective.
The Los Angeles chamber of commerce is
preparing an amendment to the arbitration
laws of California in conformity with the
arbitration laws of New York, New Jersey,
Oregon and Massachusetts and with the
federal arbitration act. An article on the
settlement of disputes by arbitration writ
ten by the chairman of the Los Angeles
chamber’s committee on laws and arbitra
tion was published in Southern California
Business for June. Members and asso
ciates of the Institute in California have in
dicated their willingness to assist the
chambers of commerce and other business
interests in th at state in bringing about the
enactment of amendments to the arbitration
law of California.
The Accountant, published in London, in
its May 15th issue printed an informative
article relative to the status of commercial
arbitration in Great Britain which gave
interesting facts as to the relation of the
public accountant to commercial arbitra
tion. In a brief introduction the editor
says:

Interesting developments have marked
the past month in the field of commercial
arbitration. A bill containing the compre
hensive modern provisions which make ar
bitration laws workable and practicable has
been introduced in the Louisiana legislature
with the cooperation of members and asso
ciates of the Institute in that state. R. C.
Lloyd of New Orleans, working in con
junction with the association of commerce
of that city, gave valuable aid in drafting
the measure that was introduced and also
took part in the preliminary work of ac

“ There is happily a distinctly increasing tendency
to resort to arbitration as an alternative to litigation
in commercial disputes, and the selection of a pro
fessional accountant as arbitrator is no uncommon
thing. It is, therefore, highly desirable that
accountants should be familiar with the procedure,
which is described in the following paper.”
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The article, by M. E. Akswith, says in its
introduction:

the subject, and so perhaps a paper upon this subject
should deal with the law as it stands before going on
to discuss the practice.”

“ In these days the practice of an accountant
covers a much wider area than it did fifty years ago.
Commercial machinery and economic conditions
have become much more complex as time has ad
vanced, and with this development the professional
accountant has become an indispensable link in the
chain.
“ The duty of arbitrator, however, is not exactly
new to the accountant, but the appointment of
accountant-arbitrators has become more prevalent
with the increase of trade disputes and other
difficulties.
“ The accountancy student probably comes into
contact with the mere law and theory of arbitration
long before he can obtain any practical experience of

The article then reviews the provisions of
the British arbitration act of 1889.
Public-service report blanks received
during June indicated a continued interest
in this work. Forty-three report blanks
were received showing a total of 115 public
service activities including 68 speeches made,
25 articles and books written and published
and 22 public services performed in an indi
vidual capacity and for various organiza
tions.

NEWS OF LOCAL SOCIETIES
Maryland Association of Certified
Public Accountants
At the annual meeting of the Maryland
Association of Certified Public Accountants,
held at the Southern hotel, Baltimore, June
8th, the following officers were elected for
the ensuing year: Charles C. Croggon,
president; J. Wallace Bryan, vice-president;
Raymond E. North, secretary, and Julian
A. Jenkle, treasurer. The following were
elected trustees: Charles O. Hall, Alexander
L. Tinsley, Elmer L. Hatter and John D.
Brawner. The Maryland Association is
planning an active year in the interests of
the profession.

Delaware Society of Certified Public
Accountants
The Delaware Society of Certified Public
Accountants held its annual meeting June
16th. The following officers were elected:
Peter T. Wright, president; Will-A. Clader,
vice-president; W. H. VanHekle, treasurer,
and Clifford E. Iszard, secretary. Alfred
H. Coe was elected a member of the
executive committee.

Indiana Association of Certified Public
Accountants
At the annual meeting of the Indiana
Association of Certified Public Accountants
held May 8th, at the Indianapolis Athletic
club, the following officers were elected:
F. H. Nelson, president; F. S. Willett, vicepresident; A. R. Chapman, treasurer; S. S.
Yeoman, recording secretary, and H. A.
Roney, corresponding secretary. F. H.
Nelson, F. S. Willett and A. R. Chapman
were elected directors for a term of two
years. O. C. Herdrich was elected a direc
tor to succeed George B. Buist who had
resigned.
The business session occurred in the after
noon when the reports of committees were
presented and plans were laid for the activ
ities of the association during the coming
year. After the banquet in the evening
addresses were delivered by Carl Wilde,
Will A. Haugh and Evans Woollen.

Missouri Society of Certified Public
Accountants
The annual meeting of the Missouri
Society of Certified Public Accountants was
held at the Coronado hotel, St. Louis, June
11th.
The following officers were elected for the
ensuing year: president, William Mayors;
first vice-president, J. J. Lang; second vicepresident, E. M. Lynn; secretary, E. F.
Herold; and treasurer, Edward Fraser.
About fifty members of the state society
and associate members of the St. Louis
chapter gathered for luncheon at 1:00 P.M.
The afternoon was devoted to a golf tourna
ment and a ball game. The annual banquet
was held in the evening, with an attendance
of about 85 members.
11
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The Missouri Society of Certified Public
Accountants stands in the nature of a
parent society to the Kansas City chapter
and the St. Louis chapter, the annual state
meeting being held one year in Kansas City
and the next in St. Louis. The two local
chapters of the state society have their own
officers and look after local accounting m at
ters, rather than state affairs. The by
laws of the local chapters provide for ad
mitting as auxiliary or associate members
men who do not hold C. P. A. certificates or
other qualifications for membership as full
members, provided they are engaged in the
profession of public accounting. This pro
vision gives the junior an opportunity of
attending the local monthly meetings
throughout the year, as well as any state
society meetings.

The following officers were elected for the
ensuing year: president, J. M. Neumayer;
first vice-president, A. J. Saxer; second vicepresident, A. C. Smith; treasurer, William
Mayors, and secretary, Walter F. Scott.
The monthly meetings of the chapter
during the past year have been well a t
tended, the average attendance being about
fifty members.

Oregon Society of Certified Public
Accountants
A joint meeting of the Oregon and
Washington Societies of Certified Public
Accountants and the British Columbia
Chartered Accountants was held in Port
land, Oregon, June 26th. The guests were
given a breakfast at the Benson hotel, and
the rest of the morning was devoted to a
trip to Mount Hood, about 50 miles from
KANSAS CITY CHAPTER
Portland. Luncheon was served at the
home of A. J. Tourtellotte, president of the
The Kansas City chapter of the Missouri Oregon
Society. A banquet was provided
Society of Certified Public Accountants at the Benson
hotel at 6:30. Judge John
elected the following officers at its annual H. Stevenson addressed the meeting on the
meeting held in May: Eugene M. Lynn, tendency toward over-legislation in Amer
president; R. S. Wyler, first vice-president; ica. The speaker advocated simplicity of
T. C. Hansen, second vice-president; F. S. statutory regulation. Arthur Berridge also
Craig, treasurer, and W. E. Baird, secretary. spoke at the banquet. The next annual
meeting of the Oregon Society will be held
ST. LOUIS CHAPTER
in Vancouver in June, 1927.
The annual meeting of the St. Louis Wisconsin Society of Certified Public
chapter of the Missouri Society of Certified
Accountants
Public Accountants was held at the North
The regular quarterly meeting of the
Hills country club on May 28th. A golf
tournament was held in the afternoon in Wisconsin Society of Certified Public
which a large number of the members partic Accountants was held at the Lakeside
ipated. A dinner was given in the eve hotel, Pewaukee lake, Wisconsin, June 22,
ning, and was attended by sixty-five mem 1926. After the business meeting the rest
bers. The entertainment was furnished by of the day was devoted to golf, bathing and
tennis.
volunteers from the membership.

REVIEWS
producing given values of net worth and of the form
of net worth. The analysis paints a picture of the
manner in which assets have been created and liabili
ties incurred. It often determines the financial
policy which has guided the management with regard
to depreciation in relation to earnings, surplus in
relation to capital stock, etc.
Net worth is acquired from three sources: invest
ment by stockholders, retention of earned profits and
capital profits. The first is the principal source.
An investigation of the investment of the stock

ARTHUR ANDERSEN—“ANALYZING NET
WORTH IN THE FINANCIAL AND
INDUSTRIAL INVESTIGATION.”

Article published in Manufacturing In 
dustries, March, 1926.
Careful analysis of the net worth of a business,
says the writer, will usually develop many facts
bearing on the financial policies of the management.
Such an analysis should include a study of conditions
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holders includes an examination of both the financial
history and the capitalization of the company.
Financial history is to be examined from the financial
and operating aspects, showing the steps taken in the
organization of the present corporation. The
operating aspect deals with the business rather than
the purely financial side of the question. The
analysis should distinguish the beginning of the
business itself from the inception of the present
corporation which may be a consolidation of formerly
independent companies. Consolidations may be
formed to eliminate competition, to increase econ
omy in production or to enable management to
operate more efficiently. It is sometimes necessary
to examine the predecessor companies prior to the
consolidation showing development of patents and
the principal steps taken in establishing the products
in which the company now deals.
In making an analysis of original capitalization, if
the corporation being investigated is comparatively
young, the examiner should investigate the predeces
sor companies over a considerable period of years,
especially when the managers of the present corpora
tion were involved in the operation of the predecessor
companies. Analysis of capitalization should show
original investment of the stockholders, additional
investment by stockholders, the amount of stock
dividends which have been paid and added to the
capitalization and the extent of participation of the
original organizers and present managers in the stock
ownership.
The original investment may be represented by
stock issued for cash, for fixed property or other
tangibles not cash or for goodwill. The writer
mentions the details which should be considered in
each of the three kinds of investment. Each kind
should be segregated from the others. Special
attention should be given to the amount of the total
stock investment owned by the original organizers,
which may be a gauge of their faith in the success of
the enterprise. However, the financial ability of
the organizers must be taken into consideration in
this relation.
Often a considerable portion of net worth is derived
from the retention of earnings, and this necessitates
a summarization of net profits by years from the
date of organization to the date of the balance-sheet.
After the history of earnings has been prepared their
disposition is to be considered. It is desirable to
have a summary of cash dividends set forth in a
column parallel to the net earnings by years. Such
a statement would indicate the conservatism or the
contrary of the company’s policy.
Another source of net worth is capital profits,
which arise from transactions outside the regular
business of the company, such as increase in the
value of real estate. If such capital profit is realized
it may be included in the earned surplus, but should
be clearly separated from earnings arising from regu
lar operations. Some capital profits are merely con
structively realized. They represent the accretion
in value of fixed assets by the law of unearned incre
ment. If not actually realized capital profits should
be supported by accurate appraisal and should never
properly be included in earned surplus, but should be
shown as capital surplus.
Stock dividends do not affect the total net worth
of a company except in so far as their declaration
may alter the market quotations of the company’s
stock. Stock dividends are merely a means of

transferring capital and are a permanent investment
of profits rather than a distribution. If stock dividends represent capital profits created by apprecia-tion of fixed assets, this fact should be clearly set
forth in a review of the company’s net worth.
The writer next discusses capital stock, differentiating between the different forms of stock. Preferred stock is apparently more safe, being favored in
the event of liquidation and in the payment of dividends. Common stock offers greater opportunity
for large dividends and is usually held by executives
of the company or by those who have great faith in
its future. Bond holders have greater claims than
stockholders in the event of default, since they may
foreclose on the property.
The writer brought his discussion to a close by
mentioning advantages and disadvantages of differ
ent classes of stock to the investor and to the
corporation.
GEORGE ARMISTEAD—“ THE WEALTH OF
THE INDIES”

An address before the school of business
administration of the University of Texas,
Austin, Texas, February 18, 1926.
The speaker opened his address with the following
quotation:
“He who would bring home the wealth of the
Indies, must carry the wealth of the Indies with
him. So it is in travelling: if one would bring
home knowledge, he must carry knowledge with
him.”
Mr. Armistead showed the analogy between
“ traveling” and the departure of the students from
the university into the world.
He said that commerce and industry are the
greatest of human pursuits and that nothing has.
ever rivaled them in importance. Commerce and
industry are powerful influences in our everyday life
and on them depend all other activities of men and
governments. The business element is present in all
great national movements. Once, under the rule of
royalty, army and clergy, commerce depended upon
the providence of government, but that condition
has changed. The great discoveries of history are
based on the desire for trade. With the growth of
commerce have come the processes for measuring its
values and in orderly fashion setting them down—
the functions of the accountant. Also out of
commerce have arisen foreign exchange, banking,
commercial law, merchandising and credit, manufac
tures, insurance and transportation. These activi
ties are possible only under the direction of trained
and qualified men. Commercial education in the
past was obtained through rigid apprenticeship, but
the departments of business administration in schools
and colleges are supplanting this unfortunate and
difficult system.
Mr. Armistead then mentioned several of the
general qualifications necessary for success in this
huge commercial world. He admired the curriculum
of the college and the opportunities it offered for
instruction in so many important subjects. He
mentioned commercial resources, business statistics,
economics, psychology, and pure mathematics as
some of the subjects important to business men
which were generally unknown except by experts
several years ago. Pure mathematics, according to
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•the speaker, is one of the most important basic
studies. The speaker then mentioned the develop
ment of the art of bookkeeping, and the first published
work on the subject by Luca Pacioli. He said that
the elements contained in Pacioli’s book had not
changed to this day and compared them with basic
theorems in mathematics.
Mr. Armistead then discussed the history of pro
fessional accountancy, mentioning the migration of
British accountants to America toward the end of the
nineteenth century. He also told of the origin of
certified public accountant laws, first in New York
state and then gradually throughout the country.
He said that the accountant must not only be an
expert in the technique of bookkeeping and accounts,
but must be an analyist, a critic, and an economist,
in order to interpret successfully the importance of
figures and to apply the principles discovered to the
operation of commercial enterprise. He warned his
audience of the high-grade competition they would
meet from men who had not had the advantages
of university education, and cautioned students
against overestimating their abilities. He indicated
the difficulties existing in the profession of account
ancy and the great responsibility which an account
ant must bear. An accountant is an expert, and
however difficult the problem, he will be expected to
unravel it successfully.
The speaker exhorted his audience not to neglect
the cultural resources available to them, and showed
the value and comfort to be derived from a knowl
edge of literature, history and the arts. Such
knowledge is necessary for intellectual comradeship
with educated men and women.
WILLIAM B. CASTENHOLZ— “ COMMERCIAL
COST A CC O U N TIN G ”

Article published in Manufacturers News,
February 27, 1926.
The writer mentions the prevailing tendency of
producers to concentrate on standardizing labor
performances in order to obtain a maximum output,
and also upon the efficient control of raw materials
to avoid waste. In the opinion of the writer, the
maximum output from use of plant is equally im
portant, and is a question that is often neglected.
Analysis of machine and plant utilization is an essen
tial of cost accounting. Efficiency in cost account
ing depends largely on cost-accounting personnel.
Cost accountants should exert control over factory
production and product distribution. Advantages
derived from an effective cost system with regard to
factory management and control may sometimes be
dissipated through improper distribution or careless
selling activities.
It is more difficult to determine commercial costs
than factory costs, because the human beings in
volved in the former present more intangible con
siderations than do factory costs.
Annual profit-and-loss statements usually show
net results quite accurately; but monthly profit-and-
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loss statements are often meaningless after the gross
profit is stated, because the group of expenses that
follow bear no relation to the factors that have
created the gross profit against which these expenses
are presumably chargeable. Marketing costs might
be charged in a month during which no shipments
have taken place. A monthly profit-and-loss state
ment would include these expenses as cost of dis
tribution, when no distribution had occurred.
Cost accountants should attempt to find a unit of
commercial cost against products shipped, similar to
the unit of production cost which has been widely
used. The two important functions of a manu
facturer are to produce and distribute his commodi
ties effectively and economically. Application of
cost-accounting principles to distribution costs is an
increasing need, and until such principles prevail
monthly profit-and-loss statements will continue to
be inadequate, and commerical costs can not be
properly controlled.
HUGH

G. HUM PHREYS— “ INCOME A N D
PROFIT-AND-LOSS ACCOUNTS”

Address delivered at the sixth annual
meeting of the American Petroleum In
stitute, Los Angeles, California, January
19-21, 1926.
The speaker said that the committee of the
American Petroleum Institute which had been
appointed to prepare a uniform classification of
accounts for the petroleum industry had not yet
had sufficient time to present a satisfactory classifi
cation including income and profit-and-loss accounts.
A tentative standard balance-sheet had been pre
pared and presented for discussion and revision.
The speaker announced his intention of discussing
the income and profit-and-loss classification.
He said that the adoption of standardized classi
fications of accounts by the oil industry would be of
great aid in presenting essential facts to the public,
producers, distributors, consumers and workers.
Out of such a classification might evolve a jointrelations bureau to establish high standards, reduce
duplication of effort, deal with the disclosure of
undesirable tactics and serve as a clearing house for
complaints. Such a classification would also assist
intelligent resistance of excessive and duplicate
taxes.
The speaker then discussed various forms of pre
senting income figures: income and surplus account;
general profit-and-loss account; departmental profitand-loss accounts; and departmental investment
and income. He listed the special headings and
items which should appear under each caption.
Departmental profit-and-loss accounts were further
subdivided into units, such as oil and gas properties,
pipe lines, crude-oil storage, etc.
The remainder of the address was devoted to
presenting type forms for each of the statements
under discussion.
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HERE AND THERE
Byrnes & Baker announce the removal of
their Newark offices to the 18th floor of the
Federal Trust building, Newark, New Jer
sey.
Morris Goodman & Co. announce the
admission to partnership of Harry Good
man, and the removal of the firm’s office to
the Beacon Trust building, 31 Milk street,
Boston.

The following information is derived from
reports sent by members and associates of
the Institute on blanks distributed by the
bureau of public affairs :
William G. Adkins, Chicago, has been
taking an active part in the ceremonies for
the naturalization of aliens, held by the
courts of Chicago.
Arthur Andersen, Chicago, wrote an
article on operating and balance-sheet
ratios in the financial and industrial investi
gation, which appeared in the June issue of

The firm of Hoenig & Hoenig, 219 E.
Hanover street, Trenton, New Jersey, has
been dissolved. Samuel Leopold will con
tinue in practice on his own account at the
same address in Trenton. Morris J. Hoe
nig and Manuel Hoenig will continue to
practise under the firm name of Hoenig &
Hoenig at the Union building, 9 Clinton
street, Newark, New Jersey.

P u lp and Paper Profits.

George Armistead delivered an address on
public finance at a dinner given by ac
countants of Houston in honor of the state
board of accountancy, June 25th.

Wm. C. Kottemann & Co. announce the
removal of their offices to suite 814-820
Western Pacific building, 1031 South Broad
way, Los Angeles, California.

Reynold E. Blight, Los Angeles, de
livered eleven addresses before high schools,
colleges and various organizations during
June.

Lybrand, Ross Bros. & Montgomery an
nounce the opening of offices in Portland,
Oregon, and Spokane, Washington, on June
15, 1926.

James L. Dohr, New York, addressed the
biennial convention of Phi Chi Theta
fraternity held in New York on June 19th.
His subject was “ Women in business.”

Philip N. Miller & Co. announce the ad
mission to partnership, June 1, 1926, of
William L. Keating and John J. McCue.
The firm has recently opened an office at 800
First National Bank building, Bridgeport,
Connecticut.

A. J. Eby, Harrisburg, Pennsylvania,
addressed the graduating class of the tech
nical high school of that city, April 30th, on
the young man and the profession—ac
counting. In the May number of The
Balance-sheet is an article, written by Mr.
Eby, on commercial teaching as a profes
sion.

Pace & Pace, 30 Church street, New York,
announce the admission to partnership of
Ernest R. Wildbrett.

Howard F. Farrington, Watertown, New
York, spoke on education at the grade
schools commencement, June 22nd. At the
Watertown high-school graduation exercises
held on June 23rd, Mr. Farrington discussed
“ The cold world th at is not so cold.”

Frank P. Stratford has opened an office in
the National Bank of Forest City building,
Forest City, North Carolina.
Urban F. von Rosen, Cleveland, an
nounces the removal of his offices to 858
Hanna building.

Hugh G. Humphreys, Tulsa, delivered an
address at the commencement exercises of
the Oklahoma school of accountancy, on
accountancy as a profession, June 21st.

Arthur Young & Co. announce the ad
mission of D. MacTavish as a partner in the
Los Angeles office, 917 Hellman Bank
building.

Joel Hunter addressed the life under
writers of Georgia, June 24th, on the value of
15
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life insurance in absorbing estate shrinkages.
Mr. Hunter made seven other addresses
during April and May before clubs, univer
sities and colleges and over the radio.
J. Hugh Jackson, Cambridge, is the
author of an article on accountancy as a
profession, which was published in the
January number of the Accountancy and
Commerce Journal.

Frederick W. Kilduff, San Francisco, de
livered an address, “ Capital facilities—
accounting principles and methods,” at a
meeting of the San Francisco chapter of the
National Association of Cost Accountants,
held April 23rd.
Hiram T. Scovill, Urbana, Illinois, ad
dressed the Illinois Society of Certified
Public Accountants on research accounting,
a t the meeting held on June 2nd.

tion exercises of the Dyke school of business,
a t Cleveland, June 11th.
George O. May is the author of an article
entitled “ Rubber—-an inquiry and the
facts,” which appears in the Atlantic
Monthly for June.
John C. McAlpine, Philadelphia, pre
pared for Baking Technology, a table of
bakery costs and profits in 1925 and costs on
percentage of sales.
N. L. McLaren, San Francisco, delivered
an address on “ Securities and the corpora
tion income tax,” at the annual convention
of the California bankers association, held at
Del Monte, California, May 27th.

Francis Oakey is conducting a depart
ment of municipal finance and accounting
in The American City. The first article
H.
F. Seward, New Haven, discussed appears in the July issue.
vocations and avocations at a meeting of
Charles H. Preston, Minneapolis, spoke
the Rotary club of New Haven, held in
on “ Some interesting facts regarding bank
June.
operating costs” before the South Dakota
F.
A. Wright led a discussion of inven bankers association convention held at
tories, raw materials and work in process, Watertown, South Dakota, June 16th.
at a meeting of the Kansas City chapter of
Ernest Reckitt, Chicago, has been ap
the National Association of Cost Account
ants held on June 3rd. As retiring presi pointed by Mayor Dever to serve on a spe
dent, Mr. Wright presided at the annual cial committee of Chicago men to protect
meeting of the Missouri Society of Certified the fireman’s pension fund and to solicit
Public Accountants held in St. Louis on contributions.
June 11th.
Theodore I. Schneider, New York, lec
Charles H. Langer, Chicago, spoke on the tured on budgeting before students of New
opportunities in accounting at the gradua York university on April 21st.
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July 15, 1926.

To Members and Associates of the
American Institute of Accountants:
The board of examiners has given consideration to applications for admission to the
American Institute of Accountants. Ten applicants for admission took the written ex
aminations in May, and 2 passed, 1 was conditioned and 7 failed. The 2 successful are
eligible as members. Six applicants for admission as members and 6 as associates were
given credit for having already passed the Institute examination for a C. P. A. certificate.
Credit for having passed other examinations acceptable to the Institute was accorded 7
applicants as members and 6 as associates. Five applicants for full membership are
recommended for election on the basis of oral examination. The board recommends the
advancement of 6 associates to full membership.
The following is a list of those recommended by the board of examiners for election:
For Advancement to Membership:
George Hewitt Cheyne, Milwaukee
Floyd Chilton, Akron
Frank Wesley Hawley, New York
Harry Lee Karns, Indianapolis
Howard E. Murray, Akron
Emil T. Weiler, New York
For Admission as Members:
Walter Howard Adams, Cleveland
John B. Allred, Wichita Falls, Texas
Joseph Harrison Bridge, St. Louis
John B. Burgee, St. Louis
Jacob G. Calvert, New York
John M. Carson, Philadelphia
Paul A. Cullinan, New York
James Marion Groves, Chicago
Hayes Hall, San Francisco
George F. Heller, New York
Gordon Mandel Hill, Jacksonville
William Earl Hill, Chicago
Louis Kremer, Haverhill, Mass.
Morton Field Locke, New York
Duncan Gordon Mackenzie, Minneapolis
Derrill Hart McCollough, Charlotte
Clarence Fulton Remer, New York

Robert Fulton Riseling, Portland, Oregon
George Thomas Rosson, Mobile
Ralph Richard Trimarco, Chicago
For Admission as Associates:
Harry Altschuler, Chicago
Ross M attis Bacon, New York
Sidney S. Bourgeois, Jr., New Orleans
Gerald M. Conkling, Topeka, Kansas
William Gavin Cullen, New York
Charles Melvoin, Chicago
Nelson Leiter Ott, New York
Lee J. Muren, St. Louis
James P. Rooney, Hartford
Robert Ferrell Smart, Chicago
Seymour Wells, Salt Lake City
Mary Elizabeth Wilcox, Boston

These applicants do not become members (or associates) until they are elected by the
council, which is voting by mail ballot. If protest is to be made against the election of
any applicant on the list, it should reach the offices of the Institute by August 1st.
A. P. RICHARDSON, Secretary.
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As announced in previous issues of the

Business session.
Address: Accountants' Certificates,
by Henry B. Fernald.
Discussion.

p .m .

Bulletin, the annual meeting of the Institute

will be held September 20th-23rd. All
meetings, with the exception of the council
meeting of September 20th, will be held
at the St. Charles hotel, Atlantic City, New
Jersey. The programme of the meeting is
as follows:

T h ursday, S eptem ber

10 a .m .

PROGRAMME OF
ENTERTAINM ENT
M o n d a y , S e p t e m b e r 20, 1926
All day—Golf tournament at Sea View
country club.
Evening—Theatre party.

PROGRAMME OF BUSINESS
20, 1926
Registration—All day
Meeting of council.
Meeting of trustees, American
Institute of Accountants Foun
dation.
Meeting of members of examining
boards.

M onday, S eptem ber

10 A.M.
2 P.M .
3 P.M .

21, 1926
Noon—Luncheon as guests of the Society
of Certified Public Accountants of the
State of New Jersey.
Evening—Moonlight sail on bay or sea,
as weather may permit.
T uesda y, S eptem ber

21, 1926
Registration—All day
Opening session.
Invocation.
Business session.
Reports of officers, council and
committees.
Business session.
Address: Regulation of Account
ancy by Law, by P. W. R. Glover.
Discussion.
Annual meeting, American Insti
tute of Accountants Foundation.

T u esda y, S eptem ber
1 0 a .m .

2 p .m .

5

p .m .

W e d n e s d a y , S e p t e m b e r 22, 1926
Afternoon—Tea and bridge party for
ladies attending the meeting.
Evening—Annual banquet.
All persons interested in accountancy are
invited to attend the open meetings, Sep
tember 21st and 22nd. Requests for hotel
reservations should be addressed to the St.
Charles hotel, St. Charles Place and Board
walk, Atlantic City, New Jersey.
Requests for further information should
be sent to the offices of the Institute, 135
Cedar street, New York.
The committee on meetings is as follows:

W e d n e s d a y , S e p t e m b e r 22 ,

10 A.M.

23, 1926

Meeting of council.

1926
Business session.
Election of officers and members of
council.

W ill-A . C l a d e r , chairman.
T h e o d o r e A. C r a n e ,

G.

H arvey P orter.
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Accountants’ Day at SesquiCentennial
On September 27th there will be an
“ Accountants’ d ay ” at the sesqui-centennial celebration in Philadelphia, under the
auspices of the Pennsylvania Institute of
Certified Public Accountants. The Penn
sylvania Institute will hold an “ open house”
at this time and cordially invites officers and
members of the American Institute of
Accountants to be its guests. Those who
are planning to visit the sesqui-centennial
on their return from the annual meeting in
Atlantic City may take part in the “ ac
countants’ d ay ” celebration. A special
committee has been appointed to arrange
for entertainment.

American Institute of Accountants
Golf Tournament
A golf tournament for Institute members
and associates will be held at the Sea View
country club, Atlantic City, New Jersey, on
Monday, September 20th, one day prior to
the annual meeting of the Institute.
James J. Hastings, Federal Trust Building,
Newark, New Jersey, will act for the
committee. Members should address in
quiries and reservations to him.
The special feature of this tournament
will be the contest between teams of four
players for the cup known as the Missouri
golf trophy presented in 1925 by the
Missouri State Society of Certified Public
Accountants. The contest is open to teams
from the various chapters of the Institute
(or societies if there is no chapter in the
state). The team players must all be
members of the chapter or society which
they represent. Each player must be a
member or an associate of the Institute.
The team matches will be played at medal
play, eighteen holes. The team having
the lowest aggregate gross score (i.e., total
of the four gross scores of its players) will be
declared the winner. The trophy will be
held for a year by the winning chapter or
society team. Players must play through
the eighteen holes. Scores must be kept
by opponents in each instance. Entries
must be received by Mr. Hastings prior to
Monday, September 20th.
In addition to the Missouri trophy play,
there will be prizes offered for the three
lowest gross and three lowest net individual
scores. A contestant playing more than one
round must indicate before starting which
round he wishes counted in the prize play.
A player’s club handicap must be given at
the time of filing entry. Players without
club affiliation will give their three lowest
scores for 1926. No handicap will exceed
27 strokes. An entrance fee of three
dollars for the purchase of prizes and a
greens fee of three dollars, totaling six
dollars, should be sent with entries. Prizes
will be distributed at the annual banquet of
the Institute. The Sea View country club
is about six miles from Atlantic City and
transportation to and from the club will
be provided.

Public Accountant Offers Scholarship
William H. Compton, of Trenton, New
Jersey, has offered a scholarship of $300 to
be presented to a graduate of a New Jersey
high school. The award will be made
through the educational committee of the
Society of Certified Public Accountants of
the State of New Jersey. The recipient
will attend Rider college, Trenton, for a
course of training in accountancy and
business administration, and subsequently
he will be given an opportunity for em
ployment as a junior accountant with some
firm of certified public accountants. The
award will be made annually, principals of
the various high schools nominating candi
dates for the prize from their respective
schools. The members of the educational
committee of the New Jersey Society, who
will have the power of conferring the
scholarship, are as follows: chairman, John
R. Wildman, Walter Staub and James J.
Hastings.
Membership of Special Committee on
Public Affairs Increased
The council of the American Institute of
Accountants, at its meeting of April 12,
1926, recommended that the membership of
the special committee on public affairs be
increased to a number not exceeding thirty.
In accordance with this recommendation
the president of the Institute has requested
a number of members to serve on the com
mittee until the time of the annual meeting
of the Institute in September. These
2
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Philippine Bookkeepers May Use
Chinese Language
The supreme court of the United States
has voided the language law in the
Philippines which provided that all books
and accounts must be kept in English,
Spanish or a local dialect. A Chinese mer
chant who had been charged with violating
this law brought a bill in behalf of himself
and other merchants for an order against
the enforcement of the law by the adminis
trative authorities. It was contended that
the profits of the merchants did not warrant
the additional expense attendant upon
keeping their books in a language other
than their own. It was argued that the
statute would finally result in driving the
Chinese merchants out of business and
would operate to deprive them of liberty
and prosperity without due process of law.
Counsel for the Chinese referred to a treaty
between the United States and China under
which Chinese citizens were held to be en
titled to the same rights, privileges and im
munities as citizens of Great Britain and
Spain.
The government claimed that because of
the inability of tax officers to verify the
accuracy of accounts kept in Chinese
large sums of money in taxes justly due
were lost to the public treasury each year.
The supreme court declared that the law
prohibiting the use of certain languages in
bookkeeping was invalid.

members are as follows: F. B. Andrews,
Albert T. Bacon, Harold Benington, Glad
stone Cherry, John D. Cherrington, Will-A.
Clader, James F. Farrell, L. G. Fisher, C. E.
Iszard, Orrin R. Judd, T. H. Lawrence,
Ellis LeMaster, R. C. Lloyd, John T.
McIver, O. S. Meldrum, C. A. H. Narlian,
John R. Ruckstell, Loyd B. Smith, Andrew
Stewart and W. S. Sutton.
Shortly after the spring council meeting,
the chairman of the committee on public
affairs, Homer S. Pace, in accordance with
personal plans imparted to the president of
the Institute at the time when his appoint
ment as chairman was accepted, tendered
his resignation as chairman of the commit
tee. Pursuant to the previous arrange
ments, but with an expression of regret,
this resignation was accepted. C. Oliver
Wellington of Boston, a former member of
the committee, has consented to serve as
acting chairman for the balance of the
year.

Uniform System of Accounts for Hotels
The Hotel Association of New York has
published a uniform system of accounts for
hotels upon which a committee of the as
sociation has been working for some
months. I t is believed that this system is
the most complete of its kind that has ever
been composed. It includes instructions
for preparing standard financial statements
and schedules of the operating units which
constitute a hotel. Many hotels have al
ready adopted the system.

National Association of Cost
Accountants Elects Officers
At the annual meeting of the National
Association of Cost Accountants, held June
14- 17, 1926, at Atlantic City, New Jersey,
the following officers were elected: presi
dent, C. M. Finney; vice-presidents, C. R.
Stevenson and F. L. Sweetser; secretary,
S. C. McLeod; treasurer, W. O. Cutter;
directors: H. A. Bullis, Addison Strong,
Leon E. Vannais, Carl E. Risley, G. S.
Torrence, J. P. Robertson, P. J. Warner, J.
R. Wildman, H. J. Bock and Grant L. Bell.

Accountant’s Certificate Revoked
The Missouri state board of accountancy
has revoked the certified public accountant
certificate of Leslie N. Simson, of New
York. The action was announced July
7th.
Sources of Foreign Credit Information
The United States department of com
merce, through its bureau of foreign and
domestic commerce, has published a bulle
tin on the sources of foreign credit informa
tion. The material has been compiled
from information obtained in foreign mar
kets by representatives of the departments
of state and commerce. The information
given relates to the principal cities through
out the world.

Petroleum Accountants’ Society
Formed
There has been recently formed in Los
Angeles a society called the Petroleum
Accountants’ Society, consisting of account
ing officers of the oil companies on the
3
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activities of the American Petroleum In
stitute’s committee for the standardization
of petroleum accounting.
The Petroleum Accountants Society will
give its attention to some of the major
problems of accounting for the oil industry.
For purposes of research the industry has
been divided into five functional groups:
producing division, pipe-line division, re
fining division, marketing division, and
marine division.

Pacific coast. The purpose of the society is
to develop, improve and extend, and as far
as possible standardize, petroleum account
ing. Membership is open to accounting
officers or employees whose duties entail
executive supervision over the accounting
for their respective companies. The so
ciety resembles similar organizations com
posed of accounting officers of railways and
other industries. The formation of this
organization is of interest in view of the

BOARD OF EXAMINERS
William Earl Hill, Chicago
The president of the Institute has de
Louis Kremer, Haverhill, Mass.
clared elected as of August 2 , 1926, the
Morton Field Locke, New York
following applicants for advancement and
Duncan Gordon Mackenzie, Minneapolis
Derrill Hart McCollough, Charlotte
for admission to the Institute:

Clarence Fulton Remer, New York
Robert Fulton Riseling, Portland, Oregon
George Thomas Rosson, Mobile
Ralph Richard Trimarco, Chicago

Advanced to Membership:
George Hewitt Cheyne, Milwaukee
Floyd Chilton, Akron
Frank Wesley Hawley, New York
Harry Lee Karns, Indianapolis
Howard E. Murray, Akron
Emil T. Weiler, New York

Admitted as Associates:
Harry Altschuler, Chicago
Ross M attis Bacon, New York
Sidney S. Bourgeois, Jr., New Orleans
Gerald M. Conkling, Topeka, Kansas
William Gavin Cullen, New York
Charles Melvoin, Chicago
Nelson Leiter Ott, New York
Lee J. Muren, St. Louis
James P. Rooney, Hartford
Robert Ferrell Smart, Chicago
Seymour Wells, Salt Lake City
Mary Elizabeth Wilcox, Boston

Admitted as Members:
Walter Howard Adams, Cleveland
John B. Allred, Wichita Falls, Texas
Joseph Harrison Bridge, St. Louis
James B. Burgee, St. Louis
Jacob G. Calvert, New York
John M. Carson, Philadelphia
Paul A. Cullinan, New York
James Marion Groves, Chicago
Hayes Hall, San Francisco
George F. Heller, New York
Gordon Mandel Hill, Jacksonville

The next examinations of the Institute
will be held November 18 and 19, 1926.

STATE LEGISLATION
Sec. 2. That every certificate of registration which
has not been renewed during the month of January
in any year, shall expire on the 1st day of March in
said year and thereafter the holder of said permit
who has not renewed the same, as herein provided,
shall not be authorized to practise his or her said
profession.
Sec. 3. That a registered certified public account
ant or public accountant, as provided by law, whose
certificate has expired, may have his or her certificate
restored only upon the payment of the fee herein
provided.
Sec. 4. That the state board of certified public
accountants is authorized to charge for each renewal
the sum of three ($3.00) dollars, payable in advance,
which shall be paid on or before January 1st, 1927,
and on or before January 1st of each succeeding
year, which fee shall be paid to the treasurer of said
board.
Sec. 5. That the fee herein provided shall be in
addition to other fees now authorized by law.
Sec. 6. That all laws or parts of laws in conflict
herewith be and the same are hereby repealed.
Approved by the governor, July 8, 1926.

Louisiana
The legislature of Louisiana has passed
and the governor has approved an act re
quiring each certified public accountant and
public accountant in the state to renew his
certificate of registration annually, and
providing a fee therefor. The bill was in
troduced as senate bill 216 and has become
chapter 159 of the laws of 1926. The text is
as follows:
Section 1. Be it enacted by the legislature of
Louisiana, that every registered certified public ac
countant and public accountant who continues in
active practice, either in his own name or as an em
ployee of a certified public accountant or public ac
countant or as a member of a firm of certified public
accountants or public accountants, shall annually,
on or before the 1st day of January, renew his or her
certificate to practise his or her profession.
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COMMITTEE ACTIVITIES
Committee on Cooperation with
Bankers
On July 20th the Institute’s committee on
cooperation with bankers held a joint
meeting with a similar committee of the
New York State Society of Certified Public
Accountants at the offices of the Institute.
The general subject of discussion was the
accountant’s certificate.

Copies of the letter-bulletin are being
used by a number of leading firms of ac
countants for their staff training classes in
preparation for certified public accountant
examinations. The committee on public
affairs of the Rhode Island Society of Cer
tified Public Accountants plans a distribu
tion in that state.
The Robert Morris Associates requested
a supply to mail to members with the
monthly bulletin of the organization.
The Electrical Credit Association, central
division, Chicago, requested 800 copies of
the letter-bulletin for distribution to its
members.

Special Committee on Public Affairs
Circulation of copies of letter-bulletin 6
on bankruptcy problems passed the 20,000
mark within two weeks of the time when the
first copies were sent out, and at the time
this report is written is in excess of 25,000
The committee on public affairs has
copies. Indications are that the edition of received word that a last-minute effort to
35,000 copies which was authorized will be enact a new arbitration law in Louisiana
completely distributed by the end of the proved unsuccessful. The measure, practi
month.
cally identical with the federal arbitration
In response to the committee’s request law, was introduced in the Louisiana legisla
for information as to the manner in which ture a few hours before the time limit ex
letter-bulletins were distributed by mem pired for offering new laws. It was passed
bers, many interesting replies were re unanimously by the senate, but was de
ceived. They indicate that few business feated in the house, 40 to 30.
and professional interests will be over
Another effort will be made to enact a
looked in the distribution by members and modern, comprehensive measure at the
associates of the Institute.
next session of the legislature, two years
Among the local credit men’s associations hence, and in the meantime an intensive
to which supplies of the letter-bulletin were programme of educational work with rela
sent by the bureau of public affairs on tion to arbitration will be conducted in
request for circulation to their members are Louisiana to obtain the endorsement of
those of Tampa, Florida; Mobile, Alabama; various trade bodies.
Pittsburgh, Pennsylvania; Dallas, Texas;
The committee on arbitration of the
Savannah, Georgia; Lehigh Valley, Penn Boston chamber of commerce has con
sylvania; C harlotte, N orth C arolina; ducted its first arbitration hearings. Quite
Roanoke, Virginia; Peoria, Illinois; Syra a ceremony was made of the filing of find
cuse, New York; Chicago, Illinois; Kansas ings with the clerk of the superior court.
City, Missouri, and Knoxville, Tennessee. Current A ffairs , the publication of the
Included in the list of chambers of com Boston chamber of commerce, described
merce which are distributing letter-bulletins the filing of the findings as a ceremony
are Akron; Philadelphia; Erie; Springfield, which “ marked an important step toward
Massachusetts; Eldorado, Arkansas; Green the goal of progressive business—eventual
ville, Mississippi; Montgomery, Alabama; self-regulation.” Massachusetts is one of
Duluth, Minnesota; Knoxville, Tennessee; the four states of the union which has on its
Fort Wayne, Indiana; Denver, Colorado; books a comprehensive arbitration statute.
Liberty, New York; and the Merchants
Association of the city of New York.
The American Bankers Association re
Lewis Wintermute, Cleveland, has been
quested a supply of copies of letter-bulletin reappointed chairman of the committee on
6 for distribution to members of committees commercial arbitration of the Cleveland
of that association.
chamber of commerce.
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STATE BOARDS OF ACCOUNTANCY
Herbert H. Rapp, Andrew G. Scarborough
Arkansas
and
Oscar F. See.
G.
Russell Brown was elected president
of the Arkansas state board of accountancy,
Maryland
June 26th, as a successor to Simon Bloom,
At the expiration of the term of Ray
who recently resigned. Mr. Bloom is now
mond C. Reik as a member of the Maryland
treasurer of the board.
state board of accountancy, May 1, 1926,
District of Columbia
the governor of Maryland appointed as his
The following candidates were successful successor Robert C. Morrow. The chair
in the certified public accountant exami man of the board, Thomas L. Berry, offered
nations given by the board of accountancy his resignation to be effective May 1, 1926,
of the District of Columbia in May, 1926: and J. E. Stegman has been appointed a
Otto H. Chmillon, Richard H. Crook, member for the unexpired term.
NEWS OF LOCAL SOCIETIES
Pennsylvania Institute of Certified
California State Society of Certified
Public Accountants
Public Accountants
The annual meeting of the California
On July 19th, the Pennsylvania Institute
State Society of Certified Public Account of Certified Public Accountants held its
ants was held June 12th at the Jonathan last meeting for the year 1925-1926. The
club in Los Angeles. The following offi meeting was preceded by a luncheon at the
cers and directors were elected: president, Art club, Philadelphia. After luncheon a
H. Ivor Thomas; first vice-president, Nor regular business session ensued.
man L. McLaren; second vice-president,
George M. Thompson; secretary-treasurer,
P it t s b u r g h C h a p t e r
John F. Forbes; directors: C. P. Carruthers,
The Pittsburgh chapter of the Pennsyl
H. J. Cooper, J. L. Pagen, George Satchell, vania Institute of Certified Public Account
A. J. Watson, H. R. Weile, E. B. Cassidy, ants held a smoker Friday, June 3rd, at the
F. F. Hahn, A. D. MacLeod, H. M. Thom Pittsburgh athletic association. The com
son, and H. A. Wheeler.
mittee which arranged the meeting con
After the business meeting the members sisted of the following: Harry B. Scott,
of the society resident in Los Angeles acted chairman; Irwin C. Snyder, Ira G. Flocken,
as hosts at a luncheon to the members from Richard H. Mohler and Frank Wilbur Main.
San Francisco.
The recently elected officers of the chapter
The society will hold its 1927 meeting at are: Frank A. Willison, chairman; Adrian
San Francisco.
F. Sanderbeck, secretary; W. W. Colledge,
Indiana Association of Certified Public treasurer; executive committee: David A.
Allen, J. M. Cumming, Otto G. Richter,
Accountants
Harry B. Scott and J. E. Wilson.
The first monthly dinner of the Indiana
Association of Certified Public Account Virginia Society of Public Accountants
ants took place Saturday evening, June
12th, at the Indianapolis athletic club.
The annual meeting of the Virginia So
The committee on public affairs of the ciety of Public Accountants will be held at
association, through its chairman, Charlton Richmond, Virginia, September 4, 1926.
Carter, presented for discussion the rough The committee on arrangements is making
draft of its first letter-bulletin, “ What the every effort to provide an attractive pro
C. P. A. certificate means to the banker.” gramme. The committee on constitution
The second monthly dinner of the asso and by-laws will sit in executive session at
ciation was held July 10th. The discus 10 A. M., September 3rd, when an opportu
sion of letter bulletin No. 1 was continued nity will be afforded each member of the
and plans were made for the issuance of society to present suggestions for the con
future bulletins.
sideration of the committee.
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COURT DECISION
Action to Recover for Services as a Tax
Expert
The following is the opinion of the referee
in the case of Rusch v. General Carbonic Co.,
an action to recover for services as a tax
expert:

in the aggregate to $162,154.88. The taxes, interest
and penalties, therefore amounted all told to
$568,506.86.
These taxes and penalties were delivered to the
collector of internal revenue at Albany for collection
and he thereupon on July 12, 1923, served the usual
notice upon the defendant demanding payment and
stating that if they were not paid within ten days it
would be his duty to collect them with costs by
seizure and sale of property.
The defendant employed a Mr. Hussey, a certified
public accountant, to look after its interest in con
nection with said tax and penalties and he, acting
for the defendant, filed with the commissioner of
internal revenue a claim for the abatement of such
penalties and a hearing upon such claim was ap
pointed to be held before the sales tax unit of the
internal revenue department at Washington on the
12th day of September, 1923. Pending such hearing
Mr. Hussey informed some of the officers of the
defendant that he desired help at the hearing and the
plaintiff, who resides at Washington, was recom
mended to them as a tax expert by a friend, to aid
Mr. Hussey. He was accordingly employed for that
purpose. All his services and of his assistant in
connection with the matter were rendered on three
days, September 10th, 11th and 12th, 1923. On the
10th he had several interviews about it with Mr.
Maddox, technical advisor to the commissioner of
internal revenue. He was advised by him that no
postponement of the hearing could be had and that it
would have to be proceeded with on the 12th. The
plaintiff on the 10th also had an interview with Mr.
Hussey and on the 11th had a further conference
with Mr. Maddox and explained to him the financial
troubles of the defendant in connection with the
disappearance of its president with a large amount of
its funds. He was advised by Mr. Maddox that
there was nothing for him to worry about and that
they should go ahead with the hearing on the 12th.
The plaintiff had planned to be in New York on that
day and he therefore arranged with a certified public
accountant and tax expert then employed by him
and who has since become his partner, a Mr. Wallerstedt, to attend the hearing in his stead. No brief or
papers were prepared or filed, however, by the plain
tiff or his assistant on such hearing.
The hearing was had on the 12th before Mr. Jones
and Mr. Schermerhorn as “ conferees'' of the depart
ment. It was attended by Mr. Hussey and by Mr.
Wallerstedt, although each of these conferees swore
that he had no recollection that Mr. Wallerstedt was
present and no record was made of his attendance.
Mr. Hussey and Mr. Wallerstedt, on the other hand,
each testified that both were there and I assume that
their recollection should be taken when the “ con
ferees” had so many other matters of this kind
before them continually.
The plaintiff was in New York on the day of the
hearing and called upon Mr. Wait, then vice-presi
dent, secretary and counsel of the defendant at its
office there, and told him that Mr. Wallerstedt had
telephoned from Washington that the conferees had
agreed to cancel the penalties, to reduce the interest
charges from one per cent. to one-half of one per
cent. a month and to accept the tax itself in monthly
instalments of $10,000.

The plaintiff by this action seeks to recover from
the defendant the sum of sixteen thousand, nine hun
dred and fifty ($16,950) dollars for services and ex
penses as a tax expert. In the complaint it is al
leged that the reasonable value “ and the price agreed
to be paid by the defendant” for such services and
expenses was the sum of fifteen thousand ($15,000)
dollars. On the trial the plaintiff was allowed to
amend his complaint by increasing his claim to six
teen thousand, nine hundred and fifty ($16,950)
dollars. In the answer the alleged value of the serv
ices was denied, and it was also denied that there
was any agreement as to the amount to be paid
therefor.
In respect to the alleged agreement to pay, the
plaintiff testified that such an agreement was made
with Mr. Wait, representing the defendant. Mr.
Wait, on the other hand, testified that no such agree
ment was ever made and that the amount of plain
tiff’s charges was never discussed between him and
the plaintiff and that he never knew what amount he
claimed until a bill therefor was received some time
thereafter. It appears, therefore, that the alleged
agreement as to the price of the services is not sup
ported by a fair preponderance of the evidence.
It is conceded by the defendant that the plaintiff
rendered certain services for it and there is little if
any controversy as to their character or as to the
amount of time consumed in rendering them. The
principal question therefore to be determined is as
to their reasonable value. On this question the
parties are widely apart.
The defendant is engaged in the manufacture and
sale of carbonic acid gas with its principal office at
Saratoga Springs. Under the United States revenue
act of 1921 (Sec. 602 Subd. f.) a sales tax is imposed
upon this commodity. It was the duty of the presi
dent and general manager of the defendant to make
a monthly return of the amount manufactured and
to pay the tax thereon to the collector at Albany.
It appears that the officer mentioned had failed for
over a year to make such return and pay the taxes
imposed and on May 10th, 1923, absconded with
over three hundred thousand ($300,000) dollars of
the defendant’s moneys. When new men were
chosen to manage the company they immediately
made a disclosure and return to the collector at
Albany. This resulted in an assessment of a sales
tax against the defendant in May, 1923, of four
hundred and six thousand, three hundred and fiftyone dollars and ninety-eight cents ($406,351.98)
and there was also assessed a penalty of five per
centum of the amount of the tax, amounting to
$20,317.59 and interest at the rate of 1 per cent. for
each full month since the tax became due amounting
to $40,249.29. There was also assessed a penalty of
25 per cent. of the amount of the tax, for failure to
file the return at the time prescribed by law, amount
ing to $101,588, such penalties and interest amounting
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Both Mr. Jones and Mr. Schermerhorn, the con
ferees above mentioned, however, testified that at
the hearing Mr. Hussey was told that the collection
of the tax was wholly in the hands of the collector of
internal revenue, that it was the governmental
practice to leave to the collector the matter of defer
ment of payment of back taxes and that arrange
ments would have to be made with the collector, if
back taxes were to be paid in instalments. Mr.
Schermerhorn testified that he told Mr. Hussey that
they would suggest to the collector that the tax be
paid in instalments and that the penalties would be
held in abeyance until the tax had been paid and
then the question of compromising the penalties
would be taken up, and the witness testified further
that it was the general practice of the collector to
accept their suggestions after a hearing.
The theory of the plaintiff is that he and his as
sistant secured an absolute agreement with the sales
tax unit of the internal-revenue department at
Washington that the tax could be paid in instalments
of $10,000 each, payable monthly, to abate the
penalties and to reduce the interest from one per
cent. per month to six per cent. per annum. It is
evident that no binding agreement of that character
could be made by them with the sales tax unit at
Washington under the law and practice of the de
partment, when the tax was in the hands of the
collector at Albany for collection. There is no claim
that the plaintiff or his assistant ever took the matter
up with such collector or rendered any service before
him.
Mr. Wait testified that the plaintiff when he was
at the defendant’s office in New York on September
12th, 1923, told him:
“ . . . that he had heard from Washington and
had come to report the result of the hearing.
He said that the result of that conference, as
reported to him, was that the conferees were
prepared to recommend to the local collector
that the General Carbonic Company be per
mitted to pay its tax in instalments in an
amount not less than $10,000 per month, pro
vided the General Carbonic Company could give
the local collector satisfactory security, evidenc
ing its responsibility to finally pay the tax. He
said that upon the company having paid the
tax in full, with interest, that the invariable
practice of the department was to remit all
penalties in any case where there was no fraud or
other militating circumstance, and that the
conferees had said that that would no doubt be
done in this case, and that the interest to be
paid, instead of running at the statutory rate of
twelve per cent., would be reduced to simple six
per cent. interest. He said the conferees stood
prepared to recommend this to the local col
lector.”

but he would be glad to take it up later when we
had our balance-sheet completed, and then he
left.”
It appears that later a completed balance-sheet
was left with him in Washington for his examination
and advice concerning the possibility of compromis
ing the principal of the tax. What was done con
cerning this matter is claimed as a separate service
from that rendered concerning the hearing in Sep
tember, 1923.
The plaintiff testified that he devoted from six to
eight days during a period of two weeks in examining
this balance-sheet and in conferences with officers of
the internal-revenue department and in substance,
that, as the balance-sheet showed that the defendant
was solvent, he advised the officers of the defendant
that he did not believe a reduction of the tax could
be had. He also testified that the value of his serv
ices in this respect was from $750 to $1000 and that
his necessary disbursements in all these matters
were “ probably two hundred or three hundred dol
lars; about that amount,” without stating, except
generally, the items of such disbursements.
The plaintiff testified, as did Mr. Wallerstedt, that
the services performed with respect to procuring the
suggestions above mentioned made by the conferees
covering portions of three days were reasonably
worth $16,000. This amount no doubt is computed
on a percentage basis, that is, at ten per cent. of
$160,000, the approximate amount assessed against
the defendant as penalties.
On the other hand three experts testified for the
defendant that in the absence of an agreement, serv
ices of the character of those rendered by the plain
tiff were reasonably worth not exceeding one hundred
dollars per day and one of the witnesses for the de
fendant who resides in Washington, and who has
been a lawyer for nearly twenty-five years but during
nearly six years of that time was connected with the
internal-revenue department and for three and onehalf years down to September 1, 1924, was chairman
of the estate-tax-bureau committee and among other
duties had charge of the sales-tax board, testified
that if there was no agreement the usual practice
with most tax experts in Washington was to charge
for their services on a per diem basis, and that a
reasonable charge would not be in excess of $100 per
day.
It is apparent that the suggestion above mentioned
made by the conferees to Mr. Hussey and to the
plaintiff or his representative was adopted by the
collector, for he thereafter for several months ac
cepted payments on account of the tax from the
defendant in instalments of $10,000 per month.
Notwithstanding this, on or about June 18, 1924,
the acting commissioner of internal revenue sent a
notice to the collector at Albany stating that the
claim which had been filed for the abatement of the
penalties was rejected. Thereafter the defendant
received a notice dated June 20, 1924, from such
collector demanding payment of said penalties and
interest and stating that if such taxes, penalties and
interest were not paid within ten days it would be his
duty to collect them with costs by seizure and sale of
property.
The defendant thereafter ceased making further
payments of said instalments.
The defendant, some time in September, 1924,
made an application under the law (Sec. 3229 U. S.

In the same conversation Mr. Wait testified:
“ I asked him if he thought there was any possi
bility that we could compromise the principal of
the taxes, and he said that that all depended
upon whether the company was insolvent or
not. I showed him a balance-sheet and told
him that it was a tentative one and that we
would have a definite balance-sheet shortly.
He said that on the face of the statement he did
not think we could compromise the principal,
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Rev. Stat.; Vol. 3 Fed. Stat. Annotated 2nd Ed. p.
1038) to the commissioner of internal revenue to
compromise the tax. That application, after a long
and critical examination of the affairs of the de
fendant by government experts acting for the reve
nue department, resulted, with the advice and
consent of the secretary of the treasury, in a com
promise and settlement of the tax and interest and an
abatement of all penalties on the payment by the
defendant all told of the sum of two hundred twenty
thousand ($220,000) dollars, including the payments
hereinbefore mentioned made in instalments. The
defendant thereupon was given a full release and
acquittance.
The plaintiff had nothing to do with this com
promise and rendered no services in connection there
with and the matter is mentioned here only for
whatever bearing, if any, it has on the question of the
value of the services, herein mentioned, which the
plaintiff in fact rendered.
There is no difference between the counsel on the
opposite sides in the case as to the rules of law ap
plicable to fixing the compensation for expert or
professional services. I think the same rules ap
plicable to the services of an attorney are applicable
to the service of a tax expert, both being of a pro
fessional character. With respect to the services of
attorneys the circumstances to be considered in de
termining their compensation are well stated in 6
Corpus Juris at 750, as follows:

the tax the sum of seven hundred and fifty ($750)
dollars.
With respect to the three days spent by him and
his assistant upon and concerning the hearing before
the conferees, a somewhat more difficult question is
presented. The parties are widely apart as to the
value of these services. The plaintiff has failed to
prove by a preponderance of the evidence that there
was any agreement as to the amount to be paid
therefor. The plaintiff is no doubt a tax expert of
excellent standing in his calling, and he had several
years of experience in an important position in the
revenue department, mostly, however, with respect
to income taxes rather than sales taxes. Neverthe
less, the matter could have been presented to the
officers of the revenue department by any person of
ordinary intelligence, who was familiar with the
facts, and the same result reached. This result was
simply the suggestion which the conferees said they
would make to the collector which was the usual sug
gestion in kindred cases and which did not in any
way bind the collector but which it was his usual
practice to follow. The real value of these services
to the defendant was that, while the collector might
not adopt the suggestions and might change his mind
concerning them at any time, he did adopt them and
permitted the tax to be paid for several months in
instalments and then changed his mind. During
this period the defendant had time to go into a
thorough examination of the financial condition it
found itself in by reason of the disappearance of its
president with a large amount of its money. It also
furnished the defendant a reasonable “ breathing
spell,” to make an effort to find ways and means to
extract itself from the consequences of its president’s
defalcation.
The plaintiff is not entitled to over-much credit
for this phase of the case but it is fair to be taken into
view in fixing the value of his services. As I view it,
his services here were of greater value per diem than
when engaged in examining the financial statement.
After giving careful consideration to all the evi
dence in the case and the law applicable thereto, I
have reached the conclusion that the reasonable value
of the plaintiff’s services for the three days mentioned
is seven hundred and fifty ($750) dollars.
This amount of seven hundred and fifty ($750)
dollars with the sum of seven hundred and fifty
($750) dollars first above mentioned and two hun
dred ($200) dollars expenses aggregate one thousand
seven hundred ($1,700) dollars for which last-named
sum the plaintiff is entitled to judgment against the
defendant with costs and disbursements.
The plaintiff's claim for judgment in excess of
$1,700 is hereby dismissed.
The defendant’s attorney may prepare a report in
harmony with this opinion and submit it for signa
ture.
(Louis Edward Rusch v. General Carbonic Co.,
supreme court, Saratoga county, New York, May,
1926.)

“ The circumstances to be considered in deter
mining the compensation to be recovered are the
amount and character of the services rendered;
the labor, time and trouble involved; the nature
and importance of the litigation or business in
which the services were rendered; the responsi
bility imposed; the amount of money or the
value of the property affected by the contro
versy, or involved in the employment; the skill
and experience called for in the performance of
the services; the professional character and
standing of the attorney; the results secured;
and whether or not the fee is absolute or con
tingent, it being a recognized rule that an attor
ney may properly charge a much larger fee when
it is to be contingent than when it is not. The
financial ability of defendant may also be con
sidered by the jury, not to enhance the amount
above a reasonable compensation, but to determine whether or not he is able to pay a fair and
just compensation for the services rendered, or
as an incident in ascertaining the importance
and gravity of the interests involved in the
litigation. But what is a reasonable fee must in
a large measure depend upon the facts of each
particular case, and be determined like any
other fact in issue in a judicial proceeding.
While opinions are receivable and entitled to
due weight, the courts are also well qualified to
form an independent judgment on such ques
tions, and it is their duty to do so.”

Herbert M. Temple, of St. Paul, Minne
sota, has been invited to present a paper on
accountancy as a profession at the annual
meeting of the National Association of
Professional Men’s Clubs, to be held in
September, 1926.

With these rules of law in mind I have concluded
to allow the plaintiff for his expenses the sum of two
hundred ($200) dollars and for his service for the six
or eight days which he says he spent in examining the
financial statement furnished him by the defendant
and in conference with the solicitor of the treasury
department in an attempt to procure a reduction of
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REVIEWS
ROBERT H. MONTGOMERY — “ LEGISLA
TION FOR THE PROFESSION"

An address delivered at the International
Accountants’ Congress, held in Amsterdam,
Holland, July 5-9, 1926.
The speaker opened his address with the state
ment that legislation for accountancy is divided
into two classes: that which permits practitioners
to organize societies and regulate their own ac
tivities, and legislation which purports to recognize
accountancy as a profession and grants certain
privileges to those who qualify. He said that it
was not his intention to discuss the first of these
classes, but rather to consider legislation which
affects the profession in its contact with the public.
In this kind of law-making there is a great lack of
uniformity in different countries and within the
United States.
The speaker mentioned the various nomenclatures
of accountants which may have hampered useful
legislation. Accountants are known as chartered,
certified, incorporated, registered, authorized, expert
and special. According to the speaker, agitation for
regulation of accountancy by law is not only for the
benefit and protection of the public, but often in
cludes a desire for monopoly on the part of some
accountants. There has been little demand by the
public in the United States for legislation restricting
the profession. Most of the C. P. A. laws have
been passed for and by the profession itself. Great
Britain is apparently content without general
restrictive legislation for accountants. The recent
statute enacted in Illinois, which practically wiped
out the classification of certified public accountants
was detrimental to the present tendency toward
general recognition of the title. He compared with
legislation for accountancy the statutory regulation
of the legal profession in certain states, and found
that in cases where regulation was most severe the
lawyer had made the least progress. He took as
a parallel New York state, in which C. P. A. legis
lation is severely restrictive. In this state many
of the leading accountants do not hold New York
certificates and apparently the business public does
not differentiate in its respect for accountants
certified in New York and in other states. He
assumed this to prove that a discriminating public
refuses to recognize any superior merit in account
ants around whom the mantle of legislation has
been thrown. The estimation of clients is a surer
gauge of ability than legislative recognition. For
thirty years he had vainly sought a public demand
for legislation affecting accountants. He said that
whatever demand has been apparent has been
created by accountants themselves and has not been
spontaneous. He inferred that there is no need for
legislation, as apparently no one suffers from a
lack of it.
The profession has advanced greatly in the last
thirty years, but the speaker believed that the im
provement has been due largely to higher edu
cational standards and greater facilities offered by
schools, universities and accountants’ societies.
He mentioned the question that is often asked, why
accountancy does not need legislation as well as
other professions such as law and medicine, but he
pointed out that in medicine especially there is
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bound to be a demand by the public for a legal
standard of proficiency. Even then restriction is
apt to result in evil, as unqualified practitioners may
obtain official licenses and the public will then place
unmerited confidence in them. The speaker then
gave a brief summary of legislation and attempts at
legislation in the United States and in other coun
tries. In his opinion the title C. P. A. is of little
value except as a stimulus to higher educational
ideals in students; that is, the preparation which
the candidate for a certificate undergoes is bene
ficial, but non-certified accountants often occupy
positions in the public estimation which are as high
as those held by certified public accountants.
In the summary it was found generally that
attempts at restrictive legislation have been unsuc
cessful throughout the world, and the speaker drew
the conclusion that accountancy is a profession which
does not require legal protection and that legal
recognition is not followed by the significant results
which might be expected. In the United States
C. P. A. legislation largely ignores the necessity for
organizations of accountants having branch offices
in twenty or thirty cities. The growth of “big
business” in the country has made it practically
impossible for an individual practitioner situated in
one city only to handle consolidations or mergers
of corporations doing business in many different
places. The establishment of large accounting
organizations has resulted in the condition that
many accountants who have large practices are not
certified or registered in the states in which they
practise. There are six states in which restrictive
legislation exists and these laws are not uniform nor
is it certain that they will be considered constitu
tional. The speaker advocated regulation by
societies of accountants themselves, who may set
the examinations and qualifications to practise and
who may determine and enforce proper rules of
ethics. He also favored the existence of only one
society in a vicinity, saying that competition of
societies leads to the lowering of standards. He
expressed thorough approval of the control of the
profession by its own members and freedom from
bureaucratic or political regulation.
In closing, he summarized the advantages and
disadvantages of compulsory registration. In the
absence of control by a society compulsory regis
tration may raise the standards of the profession.
Simultaneously with registration new fields of pro
fessional service may be exploited. All public or
quasi-public accounts may be subjected to the
compulsory scrutiny of the profession. Legal
recognition may raise the fees or compensation.
On the other hand, as part of the price of enactment
of restrictive laws, many unqualified persons are
usually admitted in the beginning. Because of
wider recognition and the placing of practitioners on
a more common level the fees of the more qualified
may be lowered and those of the less qualified in
creased. State jurisdiction tends to equality at the
expense of efficiency and initiative. Professions
which have had compulsory registration have
appeared to gain little in public estimation or pe
cuniary reward, whereas accountancy has grown
rapidly in both ways without registration.
Effective control and discipline, the speaker said,
can be exerted more proficiently by the profession
itself through a society than under political influence.
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JOHN T. M A D D EN — “ EDUCATION FOR
T H E PROFESSION”

Address delivered at the International
Congress of Accountants, held at Amster
dam, Holland, July 5-9, 1926.
The speaker introduced his discussion by enumer
ating the causes for the rapid growth of accountancy
during the last thirty years. Modern business is
largely responsible. Accounting was introduced
as one of the artificial means of transcending the
limits of human capacity. Financial statements
were becoming necessary more than once in a year.
Commerce and industry became material factors
in social progress. By far the larger portion of the
population in the United States now engages in
industrial pursuits, and commercial schools, in
stitutions of secondary and higher learning, and
agencies of education in accounting have increased
correspondingly.
The speaker briefly described the history of ac
counting in the United States, mentioning the pas
sage of the first C. P. A. law in New York state and
the subsequent enactment of similar statutes in all
the other states and territories. He explained the
system in New York whereby the regulation of the
professions rests in the hands of the regents of the
university of the state of New York, and empha
sized the fact that anyone could practise as a public
accountant without hindrance, but that only those
who had properly qualified could practise as certified
public accountants. The lack of uniformity among
the various C. P. A. laws in force in different states
is a great disadvantage to the profession, he
said.
Traces of an interest in the educational aspects
of accounting may be found as far back as 1826.
However, until about 15 years ago there was a dearth
of American literature on the subject, the principal
textbooks being of English origin. In the year
1900 the New York State Society of Certified Public
Accountants induced New York university to organ
ize its school of commerce, accounts and finance.
The society guaranteed the university against any
financial loss arising from the operation of the school.
The first dean was Charles Waldo Haskins, who was
largely responsible for the success of the new project.
Accountants felt that members of their profession
should be university men, possessing some knowl
edge of the entire field of business in addition to
training in their particular vocation.
The improvement in educational facilities was
followed by improvement in the personnel of practi
tioners. The quality of the work became higher,
a code of ethics was promulgated and the accountant
became recognized as an important contributor
to social welfare. The speaker compared this pro
gression with the processes of development which
have been experienced by other professions. He
stated his belief that the schools should not be ex
pected to turn out men capable of practising im
mediately. Scholastic training provides only a

background in the scientific theory of a profession
and it must be supplemented by actual experience
before the student may become an accountant.
The speaker described the system of apprentice
ship which has found favor in England, whereby
a young man is articled to some accounting firm
for a certain number of years without pay and often
after payment of a bonus. The services of the
apprentice are supposedly amply compensated by
the knowledge which he may gain from his employer.
Although this plan has advantages, it operates to
the disadvantage of the poor boy and has never been
popular in America. Also it requires a much greater
length of time for the student to obtain a conception
of the profession in its broadest aspects than does
school training. The speaker mentioned the sea
sonal fluctuation in employment of accountants
in America, due to the almost universal calendaryear closings, and called it one of the weakest spots
in the profession in the United States. He men
tioned the efforts which have recently been com
menced by the American Institute of Accountants
through its committee for placements to induce
university men to enter the profession in order that
permanent staffs of high-class men may be built up.
In approaching a discussion of the component
parts of an ideal curriculum for an accountant’s
advanced education, he said that the difference
of opinion was bound to be so great that he could
do no more than submit some suggestions as a basis
for discussion. Grammar and literature, it may
be assumed, should be a part of every accountant’s
training. The preparation of reports demands also
a facility in composition. Economics is the science
of business and accountants particularly should
be expected to have more than a cursory knowl
edge of this subject. The application of economic
principles to the daily work and discoveries of the
accountant should be productive of much interest
ing and valuable material. The complexity of the
relations of government to business in taxation,
price and operation regulation, tariff laws, etc.,
make a knowledge of political science, public and
private economy and history almost indispensable
to the accountant. The course of study should
also include formal instruction in production, fac
tory management, personnel administration, public
and private finance, history and theory of banking,
marketing methods and processes. The speaker
favored examinations for public accountants em
bracing all these fields unless the candidate shall
have completed satisfactory courses in a school of
recognized standing. By practice in the class
room the student may be trained in analysis; he
may be taught to reason from the abstract; to ex
press facts clearly and in technical form; to inter
pret facts which resemble conditions encountered in
actual practice. The speaker concluded by saying
that he had attempted for the information of his
audience to outline conditions only in the United
States and to offer his opinion of a course of in
struction which any accountant might pursue with
advantage.

Louis Toth, New Rochelle, wrote an
article on a simplified bookkeeping manual
for the small hotel, which was published in
Hotel Management for June.

J. Hugh Jackson, Harvard university,
wrote on recent tendencies in commercial
education for the June issue of The Account
ing Review.
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OBITUARY
Janies Jasper Smith
James Jasper Smith died of heart failure
June 9, 1926, at his home in Jersey City,
New Jersey. Mr. Smith was admitted as
a member in the American Institute of
Accountants in 1916. He was a certified
public accountant of New Jersey and a
member of the Society of Certified Public
Accountants of the State of New Jersey.
He had been maintaining offices for the
practice of public accounting at 140 Nassau
street, New York.

Henry N. Greeley
Henry N. Greeley, a member of the
American Institute of Accountants and
a certified public accountant of Massachu
setts, died April 1 1, 1926. Mr. Greeley had
been a member of the Institute since 1916.
He was also a member of the Massachusetts
Society of Certified Public Accountants.
At the time of his death his address was 53
State street, Boston.

HERE AND THERE
Barrow, Wade, Guthrie & Co. announce
the opening of an office in the Santa Fe
building, Dallas, Texas.

James E. Tallent announces the opening
of offices in the Farmer’s Loan and Trust
Company building, 475 Fifth avenue, New
York, N. Y.

The firm of Harvey S. Chase & Co.,
Boston, Massachusetts, has been dissolved
by mutual consent, incident to the retire
ment of Harvey S. Chase from public prac
tice. A new partnership, Seamans, Stetson
& Tuttle, 84 State street, Boston, has suc
ceeded to the practice of the old firm.

Touche, Niven & Co. announce the ad
mission to partnership of Edward L. Barette
and the amalgamation of the practice of
Edward L. Barette & Co. of Los Angeles
with their own. The Los Angeles office
of Touche, Niven & Co. has been removed
to the Los Angeles Stock Exchange build
ing.

John A. Corben announces that he will
henceforth practise on his own account at
60 Beaver street, New York.

*

*

*

*

The following information is derived
from reports sent by members and associ
ates on blanks distributed by the bureau of
public affairs:
H. C. Anderson, Washington, D. C., has
been appointed a member of the committee
on manufacturers of the Washington cham
ber of commerce.

The Corporation Audit Company an
nounces the removal of its offices, July 1,
1926, to 55-57 Rust building, 1001 Fifteenth
street, N. W., Washington, D. C.
Paul L. Loewenwarter announces the
formation of a partnership with Maurice
Teich, under the firm name of Paul L.
Loewenwarter & Co., with offices at 522
Fifth avenue, New York.

Joseph B. Baerncopf, Indianapolis, In
diana, has been appointed to the board of
governors of the Jewish Community Center
Association of that city and will act as
chairman of the finance committee.

Walter S. Mangs announces the opening
of an office at 63 Wall street, New York,
August 2, 1926.

A. Bowman, New York, has been reap
pointed a member of the committee on
commercial law of the Merchants Associa
tion of New York.

William Steinberg Klein announces the
opening of offices in the Farmer’s Loan and
Trust Company building, 475 Fifth avenue,
New York, N. Y.

Stuart Chase, New York, is the author
of a book, The Tragedy of Waste, which has
just come from the press.
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Annual Meeting of the Institute
The annual meeting of the American
Institute of Accountants will be held at the
St. Charles hotel, Atlantic City, New Jer
sey, September 21st and 22nd. Executive
sessions of the council will take place on the
20th and 23rd. The programme for the
meeting was published in the Bulletin for
August 16th. A detailed report of the
meeting will appear in the Bulletin for
October.

SERIES B, No. 29

Holland, last July, has submitted the
following informal report:
“ In attempting to report on the International.
Accountants’ Congress held at Amsterdam during
the six days beginning July 5th, which I had the
privilege of attending as a representative of the
Institute, so many pleasant recollections come to
mind that it will be difficult to be brief.
“ This was the second international accountants’
congress or convention held, the first having taken
place at St. Louis in 1904. The great success of the
one this year led to the formation of a committee to
make plans for another to take place probably in
three years.
“ The convention succeeded in the exchange of
ideas through prepared papers on subjects of general
interest, discussions of those subjects and informal
exchange of ideas man to man as the occasion
offered itself; also, and in no less degree, in the form
ing of acquaintanceship and friendship between
accountants of various nations, and this feature was
given equal importance at the convention, through
the entertainment provided by our Dutch hosts on a
scale and in a manner indicative of a great-hearted
and happy people.
The papers covered a range of ten subjects as
follows:
“ (1) The accountant’s certificate in connection
with the accountant’s responsibility.
“ (2) Industrial organization and management.
“ (3) Legislation of the profession.
“ (4) Standard costs as a basis of management
and industrial control.
“ (5) Valuation for the balance-sheet and profit.
“ (6) The accounts of local authorities.
“ (7) Education for the profession.
“ (8) Increasing and diminishing returns in
connection with cost price.
“ (9) Office machines, appliances and methods.
“ (10) The organization of large accountants'
offices in connection with the account
ant’s responsibility.

Board of Examiners
The semi-annual examinations of the
American Institute of Accountants will be
held November 18th and 19th. Appli
cations should be received by the board of
examiners sixty days before the date of
examinations. Examinations will be con
ducted in New York and other cities, to
be selected to suit if possible the conven
ience of applicants.
Elijah Watt Sells Scholarship
The Elijah W att Sells prize for excellence
in the May, 1926, examinations of the
American Institute of Accountants was
awarded by the board of examiners to Mary
Elizabeth Wilcox of Boston. Miss Wilcox
has been admitted to the Institute as an
associate.
International Accountants’ Congress
A. S. Fedde, who was appointed by the
president of the Institute as one of the dele
gates to represent the American Institute
of Accountants at the International Ac
countants’ Congress, held in Amsterdam,

“ On most of the subjects there were two or three
papers prepared which were translated into several
languages and distributed beforehand by mail to
those whose attendance was expected. While in
Paris I received copies of all the papers in English
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and they made a stack two inches thick. The
continental breakfast requires very little attention,
so instead of the usual gastronomic performance, I
was able to go through (mentally only) the papers
on eight of the subjects before leaving for Amster
dam. That it was possible to read them on a holiday
in Paris should be sufficient comment on their
quality. Any discussion or summary of the papers
would make this report too long and it is difficult to
select any one subject as having the greatest interest.
A fact which might be noted, however, is that the
Netherlands Institute of Accountants has a very
high standard for admission. The young man is
required to take about eight years of commercial and
accountancy studies so that he is not ready from the
standpoint of education for admission into the
Institute until he is about 26 years of age.
“ There were twenty-four papers of which four
were prepared by Americans, namely, Robert H.
Montgomery of Columbia University and member
of the American Institute of Accountants, subject
number 3; J. M. Clark of Chicago University,
subject number 5; John T. Madden, of New York
University and member of the American Institute of
Accountants, subject number 7, and William S.
Kemp, member of council of the National Associa
tion of Cost Accountants, subject number 8.
“ The papers were not read in meeting but were
presented as printed, with a brief oral digest by the
author. Accountancy societies of practically all
European countries were represented by delegates.
The discussion was in Dutch, German, French and
English—much of it in English.
“The entertainment features comprised a recep
tion by the municipal officers at the town hail in
Amsterdam (including a collation); visit to a
diamond-polishing factory; orchestral concert offered
by the municipality of Amsterdam and given by
Mengelberg's orchestra; trip to Rotterdam and
reception by the municipality (including a collation);
‘convivial lunch’ at Rotterdam given by Rotterdamsche Droogdok-Maatschappij, meaning of course
the Rotterdam Dry-dock Company; ‘convivial
non-official dinner’ at the kurhaus of Scheveningen,
the coast resort of the Hague; official dinner of the
congress at the concert-hall of Amsterdam, and an
all-day trip to Vollendam and the island of Marken.
All the facilities and entertainment were provided by
the Dutch, not even a registration fee being charged
the visitors. When it is realized that prices are as
high in Holland as in the United States and that
there were over 250 visitors from other countries
entertained, it will be indicated what the accountants
of the little country of Holland did in the w ay of open
ing their hearts and purses.
“ The translation of the Dutch ‘informal’ into
‘convivial' on the English programmes was not
without justification, as those occasions, as well as
the official dinner, were decidedly jovial and festive
with toasts and short speeches, but entirely devoid
of the results which accrue at some festivities when
hard liquor is substituted for the wines of France.
The official dinner at the concert-hall of Amsterdam
was a work of culinary art. No suitable dining
room in Amsterdam was sufficiently large to accom
modate the 500 diners, so the beautiful concert-hall
was specially decorated and a kitchen was built
therein for the preparation of the one dinner.
“ The perfection in detail shown in a Rembrandt
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is a quality permeating everything undertaken by
the Dutch, and in their hospitality no pains were
spared on detail to make each occasion perfect.
We became so accustomed to receiving that I believe
some expected to receive diamonds as souvenirs of
our visit to the diamond-polishing factory.
“This report would not be complete without
mention of the luncheon given by the English
contingent, headed by officers and representatives of
the Society of Incorporated Accountants, to the
Americans, which was the opportunity taken to
further the good feeling which exists between ac
countants of the two nations.
“ The morning of the first day was principally
given to salutation speeches. It was presided over
by the president of the congress, E. van Dien, of
Amsterdam, who made his announcements and re
marks in English, French, German and Dutch, and
salutations were made by representatives of each
country in one of those four languages. About 700
persons attended the opening session, including
about 200 ladies, and each session thereafter was
attended by 400 to 500. Mr. van Dien presided as
president over all meetings, and representatives of
various societies acted as chairmen over the ten
presentations and discussions of papers. I had the
honor to act as chairman of the last meeting which
gave me the opportunity to express for myself and
the American Institute of Accountants our great
appreciation of the kindness of our hosts and felici
tations upon the notable success of t he congress."

Dominion Association Annual Meeting
The Dominion Association of Chartered
Accountants will hold its annual conven
tion at Montreal, September 29 to October
1, 1926. Approximately 300 accountants
will be present at the meeting. It is ex
pected that the Honorable L. A. Taschereau,
premier of Quebec, will speak at the opening
session. Committees and auditors will be
appointed at the morning session and there
will be a business session in the afternoon.
A technical subject will be presented for
discussion at the afternoon meeting on
October 1st and officers and committees
will submit their reports. Several enter
tainment features have been arranged, in
cluding a golf tournament, a trip around
the harbor and the annual banquet.
Minnesota Chapter
The Minnesota chapter of the American
Institute of Accountants held a banquet
August 13th at the Hotel Duluth, Duluth.
An address was delivered by O. J. Larson
who urged accountants to take an active
part in politics in the interest of better
government. W. S. McCormick addressed
the meeting on the importance of proper ac
counting in public offices. R. T. Schneider
presided and J. E. McGregor acted as
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National Commercial Teachers
Federation
The twenty-ninth annual meeting of the
National Commercial Teachers Federation
will be held in Chicago, December 28, 29
and 30, 1926. Regional chairmen repre
senting every part of the country have been
appointed.

toastmaster. The following men also
spoke: C. H. Preston, Emil Kroeger, E. A.
Waldo, J. A. Boulay, H. C. J. Peisch,
A. C. Brude, James S. Matteson, Oscar
Thayer and Irving S. Grover.

Accountants’ Day Celebration
There will be an “ Accountants’ d ay ”
celebration at the sesqui-centennial exposi
tion in Philadelphia on Saturday, Sep
tember 25th. The Pennsylvania Institute
of Certified Public Accountants extends an
invitation to accountants to accept its
hospitality in Philadelphia on that day.
The Pennsylvania Institute will hold open
house and the committee’s headquarters
will be the Franklin room of the Benjamin
Franklin hotel. Cards of invitation and
programmes for “ Accountants’ d ay ” will be
distributed at the St. Charles hotel, At
lantic City, during the annual meeting of
the American Institute of Accountants. It
is hoped that accountants attending the
Institute meeting will stop in Philadelphia
on their return journey and take part in
the “ Accountants’ day” activities.

Analysis of Basic Industries
The Robert Morris Associates, an organ
ization of credit officers of banks, through its
research committee, is planning to under
take a study of many of the basic indus
tries in this country. The analyses will
include descriptions of manufacturing pro
cesses (as they might affect credit men),
price competition, consumption, etc. The
studies will be published from time to time
in the bulletin of the Robert Morris Asso
ciates. The research committee has com
posed a general outline for the analysis of
any industry which is as follows:
GENERAL INDUSTRY STUDY
OUTLINE
I. Historical introduction.
II. Factors influencing location of in
dustry.
(a) Raw material.
(b) Fuel and power.
(c) Transportation and freight
rates.
(d) Labor supply.
(e) Markets.
III. Factory construction and equipment.
IV. Raw material.
(a) Kinds.
(b) Sources—Foreign.
Domestic.
(c) Terms of purchase.
(d) Financing.
V. Manufacturing processes.
(a) Preparation of raw material.
(b) Fabrication of raw material.
(c) Relation of labor to machinery.
(d) Time required to convert raw
into finished.
(e) By-products.
VI. Storage and distribution.
(a) Seasonal nature.
(b) Methods of storage.
(c) Terms of sale.
(d) Selling territory.
(e) Limitation by freight rates.

Public Accountant Honored
The accountants of Baltimore gave a
dinner on August 4th in honor of Raymond
C. Reik, at the Merchants club. Mr. Reik
has recently been admitted to the firm of
Haskins & Sells and will in the future be
stationed in Buffalo, New York. About
seventy guests were present at the dinner.
Among those who spoke were William P.
Ryan, Ernest E. Wooden, Thomas L.
Berry, Samuel K. Dennis, Charles C. Croggon and Folger McKinsey. J. Wallace
Bryan acted as toastmaster. The com
mittee which made arrangements for the
dinner was composed of J. W. Bryan,
Charles H. Schnepfe, Elmer L. Hatter,
Raymond E. North and Edward J. Stegman.
University Instructors in Accounting
A meeting of the American Association
of University Instructors in Accounting
will be held December 29th and 30th at the
Hotel Statler, St. Louis, Missouri. The
meeting is to be held in conjunction with
the American Economic Association.
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(f) Methods of distribution—
Wholesale.
Jobber.
Retailer.
Direct.
(g) Uses of product.
VII. Operating statistics.
(a) Production costs.
1. Relation of labor cost to
raw material and over
head costs.
2. Relation of total cost to
average selling price.
(b) Turnovers.
1. Material.
2. Receivables.
3. Net worth.
(c) Profits.

VIII.

IX.
X.

X I.

COMMITTEE
Special Committee for Placements
The special committee for placements has
prepared its report for the fiscal year ended
August 31, 1926, which will be submitted
at the annual meeting of the council.
The committee feels that its work of or
ganization and its initial campaign to bring
the attention of college graduates to the
profession of accountancy have been nota
bly successful. Although the brief exist
ence of the bureau for placements has not
permitted operations as extensive as are
intended, the committee feels that the next
year will show a great increase in its
activities.
Members of the Institute who will be in
need of junior assistants for permanent
positions between now and next spring are
urged to communicate with the bureau for
placements. The bureau has on file appli
cations from a number of desirable college
graduates who wish to enter the field of
accountancy.
It is interesting to note that more than
fifty per cent. of the applicants who have
obtained positions with accounting firms
through the bureau are graduates of liberal
arts courses. The committee believes that
this indicates that employers do not insist
that their new assistants shall be techni
cally trained men, but are willing to accept
men who have a good academic background
and may subsequently acquire training in
the technical features of the work.
4

1. On sales.
2. On net worth.
Typical balance-sheet.
(a) 100% statement.
(b) Current ratio.
(c) Plant investment.
(d) Plant productivity.
(e) Owners’ equity.
Financing the industry.
Future of the industry.
(a) Competition—Foreign.
Domestic.
(b) Substitutes.
(c) Improvements in machinery.
(d) Possible developments.
(e) New uses for product.
Conclusion.

ACTIVITIES
Special Committee on Public Affairs
The distribution of letter-bulletin No. 6
on bankruptcy problems has continued
throughout the month of August at a
normal rate. The total circulation of this
letter-bulletin is now approximately 30,000.
The total edition printed was 35,000.
Many expressions of appreciation have been
received from individual persons and organ
izations that have been presented with
copies of this bulletin. An officer of the
supreme court of the District of Columbia
writes as follows:
“ Having read with deep interest and
profit your letter-bulletin No. 6 , bank
ruptcy problems, if it would not impose
upon your generosity it would be deeply
appreciated if you would send me twelve
copies of said bulletin, and they will be
placed in the hands of deeply appreciative
readers. For my personal files I should be
under renewed obligations if you will send
me one copy each of the letter-bulletins
previously issued, namely Nos. 1 to 5 in
clusive.”
H. P. Grundy, who delivered an address
on the Canadian bankruptcy act before
the Canadian Credit Men’s Trust Associa
tion, mentioned in his speech letter-bulletin
No. 6 and used it as a basis for a comparison
of the Canadian law with th at of the
United States.
The Indiana Association of Certified
Public Accountants has offered its assist
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ance in the circulation of the latest letterbulletin. The association has requested
1200 copies for distribution to the Indiana
bankers’ association, and 500 more for the
Indianapolis chamber of commerce which
will distribute them to a selected group of
local business men. Dissemination of the
letter-bulletins in any community through
the agency of the local society of public
accountants has been found to be one of the
most effective methods of circulation, and
the assistance of the Indiana association in
this way is highly valued.
Because of the slackening of accounting
work during the summer months and the
absence of a large number of members on
vacation, personal public-service blanks
have not been distributed during the last
two months. However, several members
have achieved public service of importance
and some of their acts have come to the
attention of the bureau.
Edward E. Gore, of Chicago, has been
appointed by the president of the Chicago
association of commerce as one of the con
ferees who are to cooperate with trustees of
the sanitary district in correcting unsound
and wasteful methods and practices in dis

trict expenditures. An accounting investi
gation has already been made, covering four
and one half years, between January 1,
1921, and June 30, 1925, and the newly
appointed committee has met with the
sanitary district trustees to discuss what
procedure may be advisable as a result of
the audit report. It is expected th at the
reduction of expense of the sanitary dis
trict will result in a large saving to the tax
payers of Chicago, and that a considerable
increase in efficiency will result from the in
vestigation. In addition to Mr. Gore, who
is the only accountant member, the com
mittee is composed of one architect, one
engineer and one banker.
Edward Brady of Los Angeles has been
elected secretary of the Petroleum Ac
countants Society, a new organization
composed of accounting officers of oil com
panies on the Pacific coast.
In all, during August, thirty-four items
of public service came to the attention
of the bureau of public affairs. Seven
speeches were delivered, thirteen articles
by members appeared in various publica
tions, and fourteen miscellaneous activ
ities are credited to nine individuals.

STATE BOARDS OF ACCOUNTANCY
by this board, shall be submitted by the applicant
Kentucky
to the state board of accountancy of the state,
The state board of accountancy of district or territory of which he is a resident, with the
Kentucky has adopted a resolution concern request that said board transmit the application to
Kentucky board with an endorsement showing
ing the eligibility of applicants for admission the
whether or not the applicant would be permitted to
to certified public accountant examinations. take
the examination in that state, district or terri
The resolution is as follows:
tory.
Rhode Island
Whereas, The board has found it impossible in
many instances to obtain such information as will
The Rhode Island state board of ac
enable it to properly determine the eligibility and
qualifications of applicants for admission to exami countancy has adopted the following
nation, and
amendment to its rules and regulations
Whereas, It is the desire of the board that no regarding candidates for certified public
applicant be admitted to the examination who
would not, under similar circumstances, be admitted accountant examinations:
to an examination held by the board of his resident
state,
Therefore, Be it Resolved, That, hereafter, all
applications for admission to the examination held

“ It is required that candidates shall have three
years’ public experience or graduation from a rec
ognized school of accountancy together with two
years’ public practice.”

NEWS OF LOCAL SOCIETIES
hotel, Denver, August 13th. Senator Rice
Colorado Society of Certified Public
W. Means spoke on foreign affairs. It was
Accountants
decided to extend an invitation to organ
The Colorado Society of Certified Public izations of accountants to hold their 1927
Accountants held a meeting at the Albany conventions in Denver.
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Pennsylvania Institute of Certified
Public Accountants

Indiana Association of Certified Public
Accountants
The fall meeting of the Indiana Associa
tion of Certified Public Accountants was
held at the cottage of Frederick S. Willet,
Klinger Lake, Michigan, beginning Sep
tember 4th and extending over labor day.
In addition to the business sessions, the
members present took part in many amuse
ments such as fishing, boating, golf and
water sports.
State Society of Louisiana Certified
Public Accountants
At the annual meeting of the State So
ciety of Louisiana Certified Public Ac
countants, held Thursday, August 12th,
the following officers were elected: Curtis
F. Scott, president; Lanaux Rareshide,
vice-president; George A. Treadwell, secre
tary, and Charles L. Seemann, treasurer.
The officers, with H. J. Miller, E. J. Rovira
and L. E. Schenck, who were also elected,
constitute the executive board.
The reports of various committees showed
considerable activity of the society during
the year. Several society luncheons and
some public meetings have taken place. A
dinner was given in honor of the members of
the federal board of tax appeals holding
sessions in New Orleans. Efforts were
made for the adoption by the state legisla
ture of a statute providing for arbitration of
business disputes, but the attem pt to effect
the passage of such an act was unsuccessful.
The society has inaugurated a publicity
campaign to inform the public of the
functions of public accountants.

P it t s b u r g h C h a p t e r

The Pittsburgh chapter of the Pennsyl
vania Institute of Certified Public Ac
countants held a dinner meeting at the
Pittsburgh Athletic Association, August
30th. The guests of honor at the dinner
were members of the state board of ac
countancy who are making plans for the
annual examination of certified public ac
countant candidates. The members of the
board are: Horace P. Griffith, Frank Wilbur
Main, Joseph M. Pugh and Robert L.
Wallace.

Virginia Society of Public Accountants
Carlyle H. Morrisett of the Virginia state
tax commission was the principal speaker at
the annual meeting of the Virginia Society
of Public Accountants held September 4th.
His subject was the new state tax laws. A
large part of the discussion at the meeting
was devoted to the question of revising the
by-laws of the society.
Washington Society of Certified Public
Accountants
The Washington Society of Certified
Public Accountants held its annual meeting
at the New Washington hotel, Seattle,
August 28th. The following officers were
elected for the ensuing year: president,
James P. Robertson; vice-president, Pearce
C. Davis; secretary-treasurer, Frederick W.
Buff, and auditor, Eugene J. Calloway.
James P. Robertson and Frederick W.
Buff were elected directors.

COURT DECISIONS
Arbitration
Several statements concerning the ap
plication of the theory of arbitration in
business were made by the court of appeals
of New York in the case of American Eagle
Fire Insurance Company, et al v. New Jersey
Insurance Company. The points of interest
are as follows:
“ Law forbids an arbitrator, though he
acts with good intentions, so to conduct
himself as to defeat the purpose of the
arbitration by acting either for his own

convenience or in interests of party by
whom named, except that he has power
under civil practice act, 1453, to withdraw
before all proofs and allegations are heard.
“ Under submission agreement providing
that, if arbitrator ceases to act as such, a
substitute should be appointed, one of three
arbitrators may not prevent other two from
making a valid award, and his withdrawal
on the threshold of a formal award did not
end the authority of the other two to make
an award.
6
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Fictitious reserve. Whether receiver of
bank can recover amount of fictitious de
posit illegally created to evade banking law
as to reserves:—
A superintendent of banks, as receiver
of the A bank, sued to recover a sum
claimed to be on deposit in defendant bank.
The president of the A bank, representing
that the reserve of his bank was low, en
dorsed and gave the defendant bank certain
notes, all with the notations “ without re
course" endorsed thereon. By oral agree
ment between the presidents of the two
banks the defendant bank gave the A bank
credit on its books for the face value of the
notes and defendant bank was authorized
to charge them to the A bank’s account
when they fell due. This authority was
verified in writing.
The court held that despite the endorse
ment “ without recourse”, the transaction
was really a loan secured by the notes, the
purpose of which was to establish a fictitious
reserve account for the A bank and thus
deceive the state banking authorities and
evade the banking law requiring main
tenance of a reserve account. The real
intent of the parties was that there should
be a repayment of the amount credited.
Under the contract defendant bank was
granted the right to charge the indebted
ness of the A bank, agreed to by the con
tract, against the deposit and return the
collateral security. As defendant admitted
collecting one of the notes, it must pay the
proceeds thereof to plaintiff and return all
other notes held as collateral. As the posi
tion of the creditors had not been changed
to their disadvantage by reason of the ficti
tious entries, defendant bank was not
estopped from asserting its defenses in this
action.
Bon Homme County Bank v. Dakota
National Bank, supreme court of South
Dakota, May 18, 1926.

“ Where arbitration agreement provided
that if arbitrator ceased to act a substitute
should be appointed, held, fairly and equi
tably interpreting such agreement in har
mony with civil practice act, pp. 1451 and
1453, that the vacancy caused by the with
drawal of an arbitrator need not be filled if
the case has been heard, considered and prac
tically decided.”
Banking
Liability of bank for payment of bondinterest coupons where they have been lost
or destroyed:—
A plaintiff in an action for recovery of
payment for lost bond coupons was the
owner of the three coupons which had
been attached to bonds of the kingdom of
Italy but had been lost or destroyed.
The coupons provided that the kingdom of
Italy promised to pay to bearer at the office
of the defendant bank in the city of New
York six months’ interest due on the bonds
to which they had been attached. On de
mand the bank refused to pay the amount
of the coupons because the coupons were
not presented for payment. It was agreed
that the kingdom of Italy had supplied the
defendant with funds wherewith to pay
the coupons on their presentation and
surrender to it, but not otherwise.
It was held that the plaintiff could not
recover the amount of the coupons as the
money sent by the Italian government to
the bank for the purpose of paying interest
on the bonds did not create a trust in favor
of the holders of outstanding coupons.
In such circumstances, the relation of the
bank and the kingdom is that of debtor
and creditor and for breach on the part of
the bank of its obligation the depositor
alone could sue. There had been no such
breach here, as the bank was merely obli
gated to pay the amount of coupons on their
presentation and surrender to it, but not
otherwise. The Lawrence v. Fox doctrine,
(20 N. Y. 268) does not apply in this case,
for directions standing alone to a bank do
not constitute an agreement by the bank
for the benefit of a third party, such as this
plaintiff. The funds were not deposited
with the bank under an agreement made
upon consideration to pay the money so
received to a third party.
Erb v. D i N apoli, court of appeals of
New York, May 25, 1926.

Bankruptcy
A rule as to the effect of careless book
keeping methods on a bankrupt’s right to
discharge was stated by the district court,
southern district, New York, in re Schiff et
al. Careless method of bookkeeping is not
ground for denial of discharge of bankrupts
unless books disclose an interest on part of
bankrupts to conceal their financial condi7
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the common stock and 300 shares of the
preferred stock of the Electric Bond and
Share Company. For taxation and other
reasons the General Electric Company had
transferred to a new corporation, formed as
the Electric Bond and Share Securities
Corporation, all of the said stock in the
Electric Bond and Share Company, in con
sideration of which the new corporation
issued solely to holders of the common stock
of the General Electric Company shares of
its common stock in the ratio of one share of
said common stock for each share of the
common stock of General Electric Com
pany.
It was held that the trustee should credit
to income and should not treat as capital
the shares of the Securities Corporation
which he received because of the common
stock of the General Electric Company held
in trust. The transaction by which the
stock of the Securities Corporation was dis
tributed must be treated as a cash dividend
payable to the beneficiaries of the trust.
The form adopted by the General Electric
Company did not make the distribution
a distribution of capital of the General
Electric Company, for that form was used
so that the shares of the Electric Bond and
Share Company would be held as capital
by the new corporation for federal incometax purposes and did not change the
character of what was in fact done so far as
this proceeding was concerned.
Old Colony Trust Co. v. Jameson, supreme
judicial court of Massachusetts, May 28,
1926.

tion and bolster up fictitious accounts en
tered in the schedules, and the books have
been so falsely kept that the true financial
condition of the bankrupts can not be ascer
tained by a competent accountant.
Priority of claims of director general of
railroads against insolvent corporation:—
A corporation did acts which amounted
in substance to a voluntary assignment of
all its property within the meaning of
Revised Statutes , section 3466, providing
that the United States should be first satis
fied when a debtor, not having sufficient
property to pay all its debts, makes a volun
tary assignment thereof. The director
general of railroads presented claims to the
receiver of the corporation and asked for
priority of payment.
The court held that the director general
was not entitled to priority. Whereas
debts due directly to the United States in
such proceedings are ordinarily entitled to
priority, if the estate of the corporation
were being administered under the bank
ruptcy act, the claims of the director gen
eral would not be entitled to preference
under the decisions. Similarly, under sec
tion 10 of the act of March 2 1 , 1918, dealing
with law actions of railroads while under
federal control, the same result would
follow. Section 10 subjected the director
general to the laws theretofore applicable
to common carriers and forbade him to
defend in any suit against him as an
operator of such carriers on the ground that
he was an instrumentality of the federal
government. To permit the claimed prefer
ence would conflict with the spirit and pur
pose of section 10.
Mellon v. Michigan Trust Co., supreme
court of the United States, May 24, 1926.

Internal Revenue
Income tax. Right of taxpayer to
maintain suit for refund while appeal on
another item is pending before board of tax
appeals:—
In an action for refund of part of an in
come tax the pleadings showed that the
plaintiff had paid an income tax for the year
1917 of over $6,000. In the return for th at
year the plaintiff had included as taxable
income certain stock dividends which he
had received during th at year. After the
decision by the United States supreme
court holding that stock dividends were not
taxable, the plaintiff filed with the com
missioner of internal revenue a claim for
refund of such part of the tax already paid

Corporations
Whether a certain stock distribution was
capital or income:—
A trustee petitioned for instruction as to
whether to distribute as income or treat as
capital certain shares of the Electric Bond
and Share Securities Corporation distrib
uted by the General Electric Company.
He held as part of a trust fund shares of the
General Electric Company which owned all
8
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by him as arose from the inclusion of stock
dividends as taxable income in his return.
The commissioner notified the plaintiff that
he was entitled to a refund as far as the
matter of the taxability of the stock div
idend was concerned, but that in view of
an audit of his income-tax return for the
year 1917, and of his books and accounts, he
was liable for an additional income tax for
the year 1917 in the sum of nearly $10,000,
after giving him due credit for the stock
dividend. Plaintiff’s appeal to the United
States board of tax appeals was still pending
at the time this action was brought.
The court decided that the revenue acts
authorized the refunding of a tax paid “ in
excess of that properly due. The amount
of tax properly due from the plaintiff for the
year 1917 was found by the commissioner to
be nearly $17,000, of which there had been
paid only some $6,000. From this finding
the plaintiff has appealed, but until the
board finds against him and he files a claim
for refund or credit, this court is without
jurisdiction to pass on the question of
plaintiff’s tax liability in the premises.
The plaintiff can not separate one item from
his tax return for which he is admittedly
entitled to credit and use that as a basis of
conferring jurisdiction on this court to
determine the total tax liability for the year."
Suhr v. United States , United States
district court, western district of Pennsyl
vania, June 4, 1926.

The founder of an automobile-distribut
ing business in New England started as
agent for the Buick Company when it was
small, and grew up with it in a business way,
helping it financially during times of need
and entering perennial contracts by which
his corporation was appointed exclusive
Buick distributor. These contracts carried
no right of renewal, were terminable at the
option of either party on thirty days’ notice
and were non-assignable. An excise-tax
return for the years 1923-24 was made
by the corporation which did not include
any goodwill. The tax commissioner
estimated the value to the corporation of
the contract with the Buick Company and
assessed a tax accordingly. In an action
for refund of this tax paid under protest, the
corporation showed that its president (the
agent) was only able to continue the con
tracts with the Buick Company because of
his personal relations with its officers, that
similar contracts were not customary with
the Buick Company, and that the company
had notified the corporation that it would
no longer enter into such contracts as soon
as the president severed his relationship
with the corporation.
The district court held that the tax could
be recovered. The goodwill of such a
business is dependent on the life of its
owner, and on the continuance of a friendly
feeling for him by the managers of the other
company. Goodwill resting on such an
insecure foundation would not be salable
for any substantial sum to a reasonable
person and accordingly could not be valued
and taxed.
Noyes-Buick Company v. Nichols, United
States district court, Massachusetts, Au
gust 26, 1926.

Corporation excise tax. Goodwill as
taxable when based on personal contract
between president of corporation and
another:—

REVIEWS
the doctor or lawyer. Accountancy renders service
to corporations, partnerships, individuals, institu
tions and to all forms of industry, commerce and
finance. The accountant examines and verifies
earnings and operations as indicated by books and
accounts, and the result of his analysis may lead to
development of more profitable lines of endeavor or,
on the other hand, to the exposition of unprofitable
activities or poor management. The audit and
certification of balance-sheets and earnings by public
accountants are often the bases upon which man-

J. PRYSE GOODWIN— “ TH E ACCOUNTANT”

One of a series of articles appearing in the
New York Herald-Tribune on “ Choosing

a Profession.”
The writer says that many high-school and college
graduates hold the opinion that accountancy is a
monotonous profession, but he asserts that the
accountant does not fall into a rut and that he has as
great an opportunity for service and remuneration as
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bonds seem to offer an exceptionally attractive
opportunity for investment at the present time.

agement obtains working capital from investors.
Such systems are of value to the public as a gauge
of the desirability of investments. The installation
and improvement of systems of accounts and of
internal controls effected by accountants often in
crease production and the rate of turnover, thereby
reducing cost. Modern cost systems enable manu
facturers to pursue their activities with accurate
knowledge of their financial situation. In taxation
accountants assist the taxpayer in determining the
fair amount of his taxes and materially aid the gov
ernment in collecting what is due. The work of
accountants is a factor in reduction of crime. Peri
odical audits and an internal check discourage de
falcations by employees.
The profession of accountancy primarily demands
a knowledge of mathematics, bookkeeping, account
ing, economics, statistics, commerce, finance and
commercial law. Personality is an important factor
in an accountant’s success and he must have the
faculty of dealing successfully with many different
kinds of persons. The writer says that the profes
sion is making an increasingly wide appeal to men of
higher education. He mentions the bureau for
placements of the American Institute of Accountants
which offers a means of bringing college graduates in
touch with professional accountants with the purpose
of attracting university men to the profession. The
opportunities in accountancy for studying the
financial structure of multifarious commercial organ
izations are a valuable means of familiarizing the
student with industrial methods. There is also an
opportunity for travel. The experience thus gained
is later frequently valuable in filling executive posi
tions of responsibility in private organizations.

FRANCIS OAKEY— “ SAFEGUARDING T H E
C IT Y ’S TREASURY BY SOUND
ACCOUNTING”

Article published in The American City
for July, 1926.
The writer says that the city treasurer is the cus
todian and the receiving and disbursing officer of
public funds. He is responsible for the accounting,
recording and disbursing of all moneys received by
his office. These duties necessitate a sound account
ing system with controls maintained over cash, un
collected taxes, investments, unexpended balances
of funds, appropriations and outstanding debts.
The writer says that these controls minimize the
possibility of errors or defalcations passing unde
tected. They automatically indicate failure to col
lect and deposit all required income; they exert a
check over expenditures made without due authority;
they make it possible readily to prove the accuracy
of unexpended balances of funds, and the regularity
of issue, redemption and exchange of bonds. If the
accounting system does not meet these requirements
the funds of the city are not adequately safeguarded.
The treasurer often has in his possession the cash
balance and securities of invested funds which must
be safeguarded. There must be due authority, says
the writer, for the withdrawal of cash or securities
from the bank or vault. These depositories should
conform to required standards and must be operated
with modern methods of protection. A detailed
record of each bank account must be proved each day
to the cash control. Bank balances must be re
viewed each day, with regard to distribution of
deposits, to prevent the increase of balances beyond
legal limitations. The receipts-and-disbursements
record must be kept in detail, showing sources from
which receipts are derived and funds to which dis
bursements are to be charged. The record of in
vestments must be kept with regard to both cost and
par value and proved on both bases to the control
at least once a month. According to the writer, the
two fundamental requirements in a system of ac
counting for cash and securities are complete control
and clearness of detailed records.
All cash received must be carefully accounted for.
The treasurer may receive cash from the tax collec
tor, from interest on bank balances, from income on
investments, from individuals, firms and corpora
tions—the money to be held in trust for various
purposes; and from the state for schools or other
purposes. Totals from each source must be readily
available for verification. The amount of interest
on bank balances and income on investments is
affected by the treasurer’s discretion, and he should
obtain the highest rates of interest consistent with
safety. In other cases he merely accepts and
accounts for the amounts received. Receipts from
taxes should be verified according to the records of
other departments, and the same procedure applies
to receipts from individuals, firms, corporations and
state. In government affairs it is advisable to
audit claims before payment. The warrants of
comptroller or auditor performing the audit consti
tute orders on the treasurer to pay. The latter must
be assured of the validity of the warrants, and the

NORMAN L. McLAREN— “ SECURITIES AND
T H E CORPORATION INCOME T A X ”

An address delivered before the annual
convention of the California Bankers’
Association at Del Monte, California, May
27, 1926.
The speaker referred to the saving effected in
individual income taxes by the change in federal tax
rates, but stated that corporation income-tax rates
had been slightly increased and would be further
increased in subsequent years. According to the
speaker, it is generally concluded that there can be
no further tax cut before the next presidential elec
tion. The tendency toward increased appropria
tions makes the possibility of decreased taxation
more remote. The speaker referred to a buildings
appropriation bill, providing for the expenditure of
about $125,000,000, as one of many deferred expenses
which will affect the government finances for some
years. He said also that political considerations
might influence the legislature to reduce taxes on
luxuries which are felt directly by the people
rather than corporation taxes. Assuming that the
present tax schedule on corporate incomes may be
anticipated for four or five years, many banks
will pay a greater percentage of their earnings
than ever before. In this situation the relative
merits of tax-exempt and taxable securities deserve
careful consideration, said the speaker. He quoted
statistics relative to municipal and corporation
bonds and drew the conclusion that municipal
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signature of a duly constituted authority must ap
pear on them. The treasurer designates the bank
on which they are to be drawn and the warrants then
should be registered in the bank accounts, the total
entered in the record of cash disbursements and the
warrants then transmitted to the payees.
There is great risk involved in issuing bonds.
Coupon bonds are put in the possession of the public;
title passes by delivery; the holders in due course are
not known; there is constant risk of redeeming
counterfeit or stolen bonds or even of redeeming the
same bond twice. In the case of registered bonds
the promissor undertakes the serious responsibility
of identifying and thus protecting the owner. An
absolutely trustworthy engraver must be employed
and he must render a complete accounting of all
bonds engraved. A control must be established over
the total issue and in this control a record of the bond
numbers is essential. A complete record of the
bonds issued is necessary. Coupons on unissued
bonds should be canceled when due. Bonds re
deemed should be canceled after proof that they
are genuine. A ledger of registered bondholders
must be kept and frequently balanced with the
control. The supervision of bonds and the keeping
of related records must be delegated to certain per
sons so that the responsibility may be clearly fixed.

total direct payroll. Requisitions are issued for
materials and trimmings, and their cost is added to
the cost of manufactured garments. A percentage
of direct labor is added to cover overhead.
The first method is so inaccurate as to be practi
cally valueless. It offers no trustworthy reasons for
profit or loss. The second method provides for a
severe check over all costs, although errors occur, of
course. The system itself is sufficiently accurate,
but its results are often learned too late to be of
great benefit. The “ pre-determined ” or “ standard ”
cost system meets the requirements of both accuracy
and promptitude in displaying results. A simple
standard cost system might be installed in the follow
ing way: Two purposes should be in mind: (1) to
establish bonus rates and (2) to establish standard
costs on which selling prices were to be based. The
bonus rates for operators in addition to a weekly rate
for minimum performance accelerate greater produc
tion than is found under a flat weekly rate system.
After the bonus and standard rates have been
established, a permanent record is made on a standard
cost card indicating the garment number, operation,
operation number, bonus rate time for each opera
tion, bonus amount, standard time and standard
amount. The standard amount column is the basis
used for costs. To the standard cost of labor is
added overhead, material, trimmings and packing.
This gives the production cost, to which must be
added commercial burden and profit in order to
determine the selling price.
The writer then describes the progress of a
garment, showing how a record of its history is kept
in order that the cost may finally be accurately
determined. Each operator notes each day's
performance on a card and a daily labor summary
is made up of the totals of these cards. This sum
mary shows the executive the correctness of his costs
and the efficiency of his operators. A copy may be
given to the factory superintendent in order that he
may remedy deficiencies.
Standard prices of material are fixed at an esti
mated average cost for the year. Under abnormal
fluctuation of the market it might be advisable to
change the standard, but this is not usually neces
sary, according to the writer.
Factory overhead is based on the number of
operators multiplied by average number of working
hours, divided into the estimated total of rent,
depreciation, non-productive labor, etc. This over
head is then applied to the standard time required
to complete a dozen garments. The factors of
labor, material and overhead give a standard fac
tory cost, and with the addition of commercial
expense and profit, the final selling price. The
great advantage of this system is that costs may be
known daily.

H. F. SEW ARD— “ VOCATIONS A N D AVOCA
T IO N S”

Address before New Haven Rotary club.
The function of a public accountant as a reporter
of facts and the growing importance of the public
accountant in the community as an advisor were
explained by Mr. Seward. The speaker called at
tention to the fact that the trend of modern account
ing is in the direction of simplification, particularly
in relation to system work. Public accountants, he
said, are contending for simplification of tax laws in
the hope that the cost to taxpayers of preparing
returns may be reduced.
HERBERT H. TWOSE— “ STANDARD COSTS
IN THE CLOTHING IN D U S T R Y ”

Article published in Clothing Trade Jour
nal, June 19, 1926.
The writer says that the two general methods for
figuring costs in the clothing industry are: to esti
mate time, cost of material and trimmings of a
single garment, add a percentage for overhead, and
abide by the result; or to use the “ balancing system ”,
in which total charges to cost are controlled through
a general ledger account. Operators’ wages are
charged to the cost of garments on which they have
worked, the total of these charges agreeing with the

HERE AND THERE
L. H. Conant & Co. announce with pro
found sorrow the death of Edward Ruther
ford Conant, a member of the firm, July 26,
1926.

Hein & Greene, Binghamton, New York,
announce the admission as a member of the
firm of B. C. Wolcott and the changing of
the firm name to Hein, Greene & Wolcott.
11
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William Mills Corliss announces the
removal of his offices from the Real Estate
Trust building to the municipal pier,
Chestnut street and Delaware avenue,
Philadelphia.
A. J. Lynn announces the opening of an
office for the practice of public accounting
at 497 Starks building, Louisville, Ken
tucky.
The Lyons Audit Co. announces the re
moval of its offices to 716-21, Fabian build
ing, Paterson, New Jersey.
The firm of Rodger & McLeod has been
dissolved as of September 1, 1926. Louis
A. Rodger will continue in practice at the
Terminal building, Rochester, New York,
under the name of Rodger & Co. Thomas
L. McLeod will carry on his practice at 639
Lincoln-Alliance Bank building, 183 Main
street, east, Rochester.
Touche, Niven & Co. announce the
admission to partnership of William C.
Bechert.

Abraham Greenspan, Holyoke, Massa
chusetts, received in June the degree of
bachelor of law from Northeastern univer
sity.
J. H. Kauffman, Columbus, Ohio, is the
author of an article which appeared in the
June number of Ohio Schools on “ Why pub
lic institutions lack funds.”
J. J. Klein, New York, spoke on coopera
tion of credit men with accountants at a
meeting of accountants and credit men from
the Silk Association of America, June 15th.
W. B. Lathrop and John Medlock are
sponsors of the Chicago and Cook county
citizens’ committee for popular representa
tion.
A. J. Lynn, Louisville, Kentucky, has
been admitted to membership in the So
ciety of Industrial Engineers.
Samuel Newberger, New York, wrote
an article, ‘‘Is the service of an accountant
necessary?” for the June 30th issue of the
Tobacco Record. Mr. Newberger is the
author of two articles, which appeared in the
August numbers of Highway Transportation
and Starchroom Laundry Journal, respec
tively. The New York Telegram of August
25th contained an item by Mr. Newberger
on “ Safety first.”

Arthur Andersen, Chicago, is the author
of “ Operating and balance-sheet ratios in
the financial and industrial investigation”
which appeared in P ulp and Paper Profits
for June. The June number of Manu
facturing Industries contained an article on
operating and turnover ratios written by
Mr. Andersen.

Samuel F. Racine, Seattle, Washington,
is the author of two books, Annuity
Studies, and Estate Accounts, recently
published.

Archibald Bowman, New York, has been
reappointed a member of the committee on
commercial law of the Merchants Asso
ciation of New York.

Charles F. Rittenhouse, Boston, has been
appointed instructor in corporation ac
counting at Northeastern university.

George B. Buist, Fort Wayne, is serving
this current year as treasurer of the budget
ing and accounting committee of the Fort
Wayne community chest. Mr. Buist is
also a member of the legislative committee
of the credit men’s association and the
chamber of commerce.

Erratum
An error was made in the “ Here and
there” column of the Bulletin for August,
1926. In the announcement that William
Steinberg has opened offices in the Farmers
Loan and Trust Company building, 475
Fifth avenue, New York, the name was
incorrectly printed as William Steinberg
Klein.

Clem W. Collins, Denver, addressed the
Colorado Society of Certified Public Ac
countants, June 26th, on the subject of
accountants’ reports.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Secretary’s Report Distributed
Copies of the secretary’s report for the
ten years 1916 to 1926 are being distributed
to all members and associates with this
Bulletin , in accordance with the order of
the Institute at the last annual meeting
that the report be given as wide-spread
publicity as possible. The report is a
chronicle of the development of the Insti
tute from the time of its formation in 1916.

lantic City. A. S. Fedde, chairman of the
Institute board of examiners, presided, and
a number of members of state boards of
accountancy were present. Questions re
lated to certified public accountant exam
inations and the plan of cooperation offered
by the Institute to state boards were
discussed.
At the opening session of the meeting of
Tuesday, September 21st, the Reverend
George W. Yard of Atlantic City offered
the invocation. The report of the president
was presented by President William H.
West. This report was printed in full in
The Journal of Accountancy for October.
The president welcomed E. S. Read, a
representative of the Dominion Association
of Chartered Accountants. Mr. Read in
responding indicated his pleasure at being
able to be present.
The report of the committee on by-laws,
containing a proposed codification of the
constitution and by-laws under the title of
by-laws, was unanimously adopted.
At the afternoon session, September 21st,
P. W. R. Glover of New York delivered an
address on “ Regulation of accountancy by
law”, which was published in The Journal
of Accountancy for October. The reading
of the paper was followed by discussion.
A letter from H. Ivor Thomas, president
of the California State Society of Certified
Public Accountants, inviting the Institute
to meet in California was read. John R.
Ruckstell of San Francisco supported the
invitation expressed in Mr. Thomas’ letter.

Annual Meeting, 1925
The annual meeting of the American
Institute of Accountants was held at the
St. Charles hotel, Atlantic City, New
Jersey, September 21 and 22, 1926. Coun
cil meetings took place on September 20th
a t Washington, D. C., and September 23rd,
at Atlantic City. The proceedings will be
reported in full in the 1926 year-book of the
Institute, but a brief summary is presented
in advance in this Bulletin for general
information.
At the council meeting of Monday,
September 20th, reports of officers and
committees were received. At this meeting
the council convened as a trial board to
hear charges preferred against a member of
the Institute for alleged violation of the
rules of professional conduct. The action
of the council sitting as a trial board will be
reported in The Journal of Accountancy for
November.
On the afternoon of Monday, September
20th, a meeting of accountancy examiners
took place at the St. Charles hotel in At
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It was unanimously resolved to hold the
next meeting of the Institute in Del Monte,
California, in September, 1927.
At the morning session of September
22nd, the first business brought before the
meeting was the election of officers and
members of council. The following were
unanimously elected:

Henry B. Fernald of New York delivered
an address entitled “ Accountants certifi
cates” , which was published in The Journal
of Accountancy for October. The address
was followed by discussion.
The members expressed by a vote of
thanks their appreciation of the courtesies
extended during the annual meeting by the
Society of Certified Public Accountants of
the State of New Jersey.
The secretary read a letter from Cecil S.
Ashdown, who represents the Institute on
the national committee in charge of man
agement week and who was unable to be
present at the meeting. The letter outlined
plans for management-week activities and
urged all members and associates of the
Institute to cooperate with the local units in
observing management week.
The annual banquet was held a t the St.
Charles hotel at 7:45 p.m., September 22nd.
Carl H. Nau of Cleveland acted as toast
master. The principal speaker of the eve
ning was George O. May, who read a paper
on “ Corporate publicity and the auditor”,
which will appear in The Journal of A c
countancy for November. Other speakers
at the banquet were the president, William
H. West, Edward E. Gore of Chicago,
E. S. Read, representing the Dominion
Association of Chartered Accountants, and
A. P. Richardson, secretary of the Institute.
At the council meeting of September 17th,
A. P. Richardson was elected secretary for
the ensuing year. The council voted to
grant the secretary a leave of absence and
named F. H. Hurdman of New York as
acting secretary during the secretary’s
absence. A vote of thanks was extended to
Mr. Hurdman.
The following committees were elected:

President:

William H. West, New York
Vice-presidents:

F. H. Hurdman, New York
John R. Ruckstell, California
Treasurer:

Arthur W. Teele, New York
Council for five years:

George Armistead, Texas
Will A. Clader, Pennsylvania
John F. Forbes, California
P. W. R. Glover, New York
Francis R. Roberts, Illinois
T. Edward Ross, Pennsylvania
Edwin H. Wagner, Missouri
Council for four years:

James Hall, New York
W. Q. Sharp, Mississippi
Council for three years:

C. O. Hall, Maryland
Lewis Wintermute, Ohio
Council for one year:

H. W. Hennegin, Arkansas
Auditors:

L. E. Mendelsohn, Massachusetts
M. E. Peloubet, New York

The following committee on nominations
was unanimously elected:
(By the council):
Lewis G. Fisher
Ernest A. Roden
(By the Institute):
N. L. McLaren
Elkin Moses
Andrew Stewart
John A. Stolp
Charles H. Tuttle

Executive:

Arthur H. Carter
W. Sanders Davies
J. E. Masters
John B. Niven
T. Edward Ross

The report of the committee on public
affairs, referred by the council to the meet
ing, was read by C. Oliver Wellington,
acting chairman of the committee. As a
result of the discussion arising out of the
report it was the sentiment of the meeting
that the work of the bureau of public
affairs should be continued as an activity of
the American Institute of Accountants.
It was also resolved that a special com
mittee be appointed for the purpose of
obtaining subscriptions to support the
work of the bureau.

Professional Ethics:

Ernest Reckitt, chairman
Stanley G. H. Fitch
John F. Forbes
James S. Matteson
Carl H. Nau
Board of examiners for three years:

John F. Forbes
Charles E. Mather
C. Oliver Wellington
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Harold B. Atkins having tendered his
resignation as a member of the board of
examiners, the council accepted the resig
nation with regret and elected Joseph H.
Pugh of Philadelphia to succeed Mr. Atkins.
At the annual meeting of the American
Institute of Accountants Foundation, held
Thursday, September 23rd, the following
officers were elected:

Committee on State Legislation:
Lewis G. Fisher, chairman, Rhode Island
George M. Clark, Tennessee
R. T. Schneider, Minnesota
Committee on Terminology:
Walter Mucklow, chairman, Florida
C. T. Bryan, New York
Leon E. Vannais, Connecticut
Special Committee on Administration of Endowment:
G. O. May, chairman, New York
P. G. Goode, California
W. M. Lybrand, New York
S. R. Mitchell, New York
Arthur Young, New York
Special Committee on Cooperation with Bankers:
W. B. Campbell, chairman, New York
Joel Hunter, Georgia
F. H. Hurdman, New York
C. G. Robinson, Louisiana
William Sutherland, Illinois
H. N. Sweet, Massachusetts
H. Ivor Thomas, California
Special Committee on Definition of Earned Surplus:
Arthur E. Andersen, chairman, Illinois
G. B. Buist, Indiana
L. L. Perrine, California
Special Committee on Procedure:
L. G. Peloubet, chairman, New York
C. L. Rotzel, Minnesota
J. H. VanDorn, Pennsylvania
Special Committee on Public Affairs:
Carl H. Nau, chairman, Ohio
Percival F. Brundage, Massachusetts
William H. James, Georgia
Lincoln G. Kelley, Utah
Henry E. Mendes, New York
Albert G. Moss, Texas
John R. Ruckstell, California

President, William H. West
Vice-president, F. H. Hurdman
Treasurer, Arthur W. Teele
Secretary, A. P. Richardson

The following members of the board of
trustees were re-elected for the ensuing
year:
Arthur H. Carter
J. E. Sterrett
Carl H. Nau
Waldron H. Rand

Institute Committees
The president of the Institute has ap
pointed the following committees to serve
for the fiscal year 1926-1927.
Committee on Arbitration:
O. R. Judd, chairman, New York
J. C. McAlpine, Pennsylvania
O. L. Niles, New York
Committee on Budget and Finance:
R. J. Bennett, chairman, Pennsylvania
David Elder, New York
J. D. Glunts, Massachusetts
Committee on By-laws:
C. L. Swearingen, chairman, Ohio
John D. Cherrington, Ohio
William Whitfield, Oregon
Committee on Credentials:
John P. Dawson, chairman, Oregon
F. F. Hahn, California
G. R. Keast, California
Committee on Education:
For three years:
J. H. Jackson, Massachusetts
G. V. W. Lyman, Louisiana
Committee on Federal Legislation:
Edward E. Gore, chairman, Illinois
R. W. E. Cole, California
Francis Oakey, New York
Committee on Meetings:
John F. Forbes, chairman, California
R. E. Blight, California
N. L. McLaren, California
Committee on Publication:
H. C. Freeman, chairman, New York
Albert T. Bacon, Illinois
J. S. Escott, Kentucky

Golf at Annual Meeting
Through the courtesy of the Sea View
golf club members of the Institute were
enabled to play the Sea View course in the
annual golf tournament, held Monday,
September 20th. Two teams competed for
the Missouri golf trophy, which was pre
sented by the Missouri Society of Certified
Public Accountants in 1925 to be played
for annually by teams composed of members
of the Institute from state societies or
chapters. The cup was won by the New
York team with the following score:
H. A. W ythes ................................
Robert S. Pasley.............................
Andrew Stewart ............................
George Cochrane.............................

82
88
82
100
------

352

An individual accountants’ tournament
also took place with the following results:
Low gross:
Percival F. Brundage.................
2nd low gross: Andrew Stewart...........................
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3rd low gross:
4th low gross:
Low net:
2nd low net:
3rd low net:
4th low net:

expected that local meetings will be held in
not less than 150 centers. The subject of
discussion will be “Progress in waste elimina
tion” . The organizations sponsoring man
agement week this year are the American
Institute of Accountants, American Society
of Mechanical Engineers, American Man
agement Association, Society of Industrial
Engineers, Taylor Society and the division
of simplified practice of the United States
department of commerce.
Members of the Institute are urged to
cooperate with local committees. Any
member desiring information regarding
meetings to be held in his own vicinity is
requested to communicate with the offices
of the Institute.

H. A. W ythes................................ 82
Eugene M. L ynn.......................... 85
E. A. Ford Barnes............... 92-23-69
T. A. Crane........................... 86-11-75
Robert S. Pasley.................. 88-13-75
Robert C. Brown....................85-9-76

C. Oliver Wellington won the New
Jersey prize.

Board of Examiners
The next examinations of the American
Institute of Accountants will be held No
vember 18th and 19th, as announced in
previous issues of the Bulletin. Examina
tions in New York will be held a t the offices
of the Institute, 135 Cedar street. Exami
nations will be arranged in other cities to
meet, so far as possible, the convenience of
applicants.

Accountants to Develop Arbitration
At a meeting of the accountants’ com
mittee of the American Arbitration Asso
ciation in New York, September 16th,
J. Pryse Goodwin, chairman, presented a
programme of activity by which account
ants may further the cause of commercial
arbitration throughout the country. The
plan submitted was adopted by the com
mittee. It includes a plan of organization
of members and an attendant assignment
of duties proposed to foster the develop
ment of interest in arbitration by account
ants through the following agencies:
national accountancy organizations, state
accountancy organizations, public and pri
vate technical educational schools interested
in accountancy and boards of examiners
in accountancy. The duties of the various
members of the accountants’ committee of
the association are outlined in the following
order:
(1) The chairman and secretary of the
committee are to discharge the usual duties
related to their offices and to act as execu
tives, aiding the work of all subcommittees.
(2) Six members of the committee are
charged with developing interest in com
mercial arbitration in national accountancy
organizations by arranging for addresses
on the subject at national conventions; by
the distribution of literature of the Ameri
can Arbitration Association to the members
of national accountancy organizations; by
obtaining publicity of the activities of the
association and the accountants' committee
in the publications of the national accoun

Northern Ohio Chapter of Institute
The annual meeting of the Northern
Ohio chapter of the American Institute of
Accountants took place October 9th at
6:30 P. M. at the Hotel Cleveland, Cleve
land. Special entertainment was provided
during the dinner. A business meeting was
held a t which the following officers and
directors were elected: President, Howard E.
Murray; vice-president, Arthur G. Potter;
secretary, Lewis Wintermute; directors,
William V. P. Goonan and Frank C. Bru
baker.
Reports of officers and committees were
submitted. A report of the annual meeting
of the Institute a t Atlantic City, held
September 20th to 23rd, was given for the
information of the members who were
unable to attend. The meeting concluded
with a general discussion of the plans of the
chapter for the ensuing year.
Illinois Accountants Give Dinner
An informal dinner was given at the La
Salle hotel, Chicago, on Thursday, October
7 th, by Illinois accountants in honor of
Mr. and Mrs. A. P. Richardson, who were
en route to the Orient. John A. Stolp
presided. The principal message of God
speed was delivered by Edward E. Gore.
Management Week
Management week will be observed
during the week of October 25th to 30th.
Active interest is being displayed in this
movement throughout the country and it is
4
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state arbitration laws and their administra
tion. Arrangements will be made, if possible,
for the inclusion of one or more questions on
arbitration law in law examinations for the
certified public accountant certificate and for
the inclusion of arbitration law in the curri
culum for C. P. A. degrees. This subcom
mittee will furnish boards of examiners in
accountancy with examination questions on
commercial arbitration for use in their
examinations.

tancy organizations; by encouraging direct
affiliation of the national accountancy
organizations with the American Arbitra
tion Association; by effecting the appoint
ment of arbitration committees in national
accountancy organizations to cooperate
with the American Arbitration Association.
(3) A number of members of the com
mittee are to be responsible for similar
activities among state accountancy socie
ties, chapters and regional meetings of
states which have arbitration laws or are
already active in obtaining their enactment.
Ten states are included in this classification.
This subcommittee will in various ways
endeavor to stimulate the interest of
accountants and local accounting organiza
tions in the subject of commercial arbitra
tion. It will endeavor to persuade state
organizations or individual members to
finance scholarships in local universities
where arbitration is taught and will seek
the cooperation of local chambers of com
merce and merchants’ associations.
(4) Other members of the accountants’
committee will direct their efforts toward
obtaining the cooperation of state accoun
tancy societies, chapters and regional meet
ings in states which have no arbitration law.
Thirty legislatures of such states are to
meet in 1927. This subcommittee will
prosecute a campaign of education in com
mercial arbitration and will endeavor to
obtain the support of local societies in
encouraging the enactment of arbitration
laws in the various states.
(5) Another group will work among
public and private technical educational
schools interested in accountancy and will
prepare a course of instruction in arbitra
tion law for use in such schools. All
possible publicity will be given to the course,
and through the establishment of scholar
ships in arbitration it is hoped that interest
may be aroused in the subject among edu
cational institutions. This subcommittee
will cooperate and collaborate with the
American Arbitration Association in the
preparation of books on arbitration.
(6) Another group of accountants will
have the responsibility of obtaining the aid
of boards of examiners in accountancy in
developing commercial arbitration. This
subcommittee will study the relationship
between arbitration and accountancy and
will become conversant with national and

Accountants’ Day Celebration
The Pennsylvania Institute of Certified
Public Accountants entertained as guests a
large number of visiting accountants from
various states at the accountants’ day
celebration held at the sesqui-centennial
exposition, Saturday, September 25th. The
official registers of the exposition designated
the day as “ Accountants’ day.”
The programme was patriotic as well as
entertaining. Members and guests as
sembled in the Franklin room of the
Benjamin Franklin hotel at 10:30 a . m . and
proceeded on a sight-seeing tour across the
great Delaware river suspension bridge and
then to the exposition grounds. A brief
stop was made at Independence hall, where a
wreath was placed on the liberty bell.
Guides conducted guests about the exposi
tion grounds describing the buildings and
points of interest. The convention hall at
the Pennsylvania state building was set
aside for the exclusive use of the accoun
tants. About noon the accountants as
sembled there and patriotic songs were
sung. Henry C. Magee, president of the
Pennsylvania Institute, greeted the visiting
accountants and introduced Dr. Davis,
representing the mayor of Philadelphia,
who on behalf of the city and the exposition
officers, welcomed the visiting members of
the profession.
After these exercises luncheon was served
at the Alpine Haus, accompanied by musical
entertainment. The accountants then di
vided themselves into groups for explora
tion of the attractions of the exposition
grounds.
Hotel Accountants Association
The Hotel Accountants Association re
cently published a uniform system of ac
counts for hotels. The Association now
proposes to hold meetings for the purpose
5
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of familiarizing auditors and members of
accounting staffs of hotels with the subject
m atter of the uniform system of accounts.
The definite date of the first meeting has not
yet been announced.

Turkish Books Must be Kept in Native
Language
All corporations or institutions of Turkish
nationality must keep their books and
records in the Turkish language, according
to a law which will take effect January 1,
1927. Foreign corporations domiciled in
Turkey are required to use Turkish only in
their correspondence or their business
transactions and in their relations with
Turkish departments or citizens, as well as
in such documents and registers the use of
which is obligatory.

Rules Governing Tax Appeals
Chief Justice Taft has summoned a con
ference of senior federal circuit judges for
the purpose of formulating rules governing
appeals from decisions of the board of tax
appeals to circuit courts for review.
University Offers Courses in
Accounting
The night division of the school of re
tailing of New York University an
nounces that it will offer two courses in
retail accounting: one on the data of retail
accounting problems and one on retail ac
counting, which includes merchandising de
partments, expense accounts, balance-sheet
accounts, etc.

Accountancy Students Graduated
Sixteen students of accountancy received
diplomas from the Pittsburgh School of
Accountancy at the commencement exer
cises, September 24th. The principal ad
dress of the evening was delivered by
Charles Reitell, professor of accounting at
the University of Pittsburgh on ‘‘The re
quirements and opportunities of the ac
countant.”

TERRITORIAL LEGISLATION
Philippine Islands
The Institute has received from the
board of accountancy of the Philippine
Islands a copy of an act amending certain
sections of the law of the territory regulat
ing the practice of accountancy. The text
of the amendatory act is as follows:

Interim vacancies shall be filled by appointment for
the unexpired term only.
“ Sec. 4. The board of accountancy, the majority
of which shall in all cases have the powers of the
board, is vested with authority, conformably with
the provisions of this act, to issue and to suspend
temporarily or revoke the validity of certificates of
registration for certified public accountants, or for
public accountants. The board shah study the con
ditions affecting the practice of public accounting
in all parts of the Philippine Islands and shall exer
cise the powers herein conferred upon it with a view
to the maintenance of efficient ethical and technical
standards in the public accounting profession.
Subject to the approval of the secretary of commerce
and communications, it shall determine the qualifi
cations of persons applying for certificates under
this act, and shall make rules for the examination
of same, which shall embody the following:
“ (a) Examination shall be held by the board at
least once in each year, at such times and places as
may be determined by them. The time and place
of holding such examinations shall be advertised
for not less than three consecutive days, not less
than thirty days prior to the date of such examina
tion, in at least two daily newspapers printed and
published in the Philippines. The examinations
shall be ‘theory of accounts,’ ‘practical accounting,’
‘auditing,' and ‘commercial law ’ as affecting ac
countancy.
“ (b) Applicants for certificates, before taking
the examination, must produce evidence satisfac
tory to the board that they are over twenty-one
years of age, of good moral character, a graduate of
a high school with a four-year course, or have an

A N ACT TO A M EN D CERTAIN SECTIONS OF
ACT NUM BERED THIRTY-ONE H U N 
D R E D A ND FIVE A N D FOR OTHER
PURPOSES
Be it enacted by the senate and house of represen
tatives of the Philippines in legislature assembled
and by the authority of the same:
Section 1. Sections two, four, five, eight, eleven,
twelve and sixteen of act numbered thirty-one hun
dred and five are hereby amended to read as follows:
“ Sec. 2. The secretary of commerce and com
munications shall, within thirty days after the taking
effect of this act, appoint three persons who are citi
zens of the Philippine Islands or of the United States,
who shall constitute the board of accountancy. At
least two members of the board shall have been
engaged in the reputable practice as public account
ants for a continuous period of three years immedi
ately preceding the passage of this act, in the Philip
pine Islands. The persons first appointed shall hold
office for one, two and three years, respectively;
thereafter appointees shall be certified public ac
countants who hold certificates issued under the
provisions of this act and shall serve for three years.
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equivalent education, and that they have had at
least three years’ practical experience as professional
public accountants, or three years of study in ac
counting and commercial subjects as certified by a
college or university recognized by the government.
“ Sec. 5. All candidates for examination provided
for in this act obtaining a rating of seventy-five per
cent. or over on each subject shall be entitled to
registration as certified public accountants and
as such receive a certificate of registration from the
board.
“ Sec. 8. Each member of the board shall re
ceive from the Insular funds as compensation the
sum of ten pesos for each application for examination
or renunciation accepted by the board. The secretary-treasurer shall receive from Insular funds in
addition to his allowance as member of the board a
compensation at the rate of two hundred forty
pesos per year, one-half of which amount shall be
paid on the thirtieth of June and one-half on the
thirty-first of December of each year. If any gov
ernment employee shall be appointed a member of
the board, or elected secretary-treasurer, he may
receive the compensation herein provided for in
addition to his salary.
“ Sec. 11. The board may, in its discretion,
waive the examination of any person of competent
age, of good moral character, and who is the lawful
holder of a certified public accountant’s certificate
issued under the law of any state or territory of the
United States or the District of Columbia, which
extends similar privileges to certified public ac
countants of the Philippine Islands; provided, that
the applicant has resided in the Philippine Islands
one year immediately prior to his application.
“ Sec. 12. All public accountants who have not
qualified as certified public accountants and who
have been in continuous practice in the Philippines
for their account as individuals or as senior ac
countants for any firm of public accountants for a
period of one year immediately preceding the pas
sage of this act and who shall satisfy the board as
to their good moral character and professional ex
perience, shall be allowed to practise as public ac
countants and to be styled as such, but not to be
allowed the title of certified public accountants,
or the use of the abbreviation “ C. P. A.” provided
that application for their registration shall be filed
with the board within sixty days after the passage
of this act.

“ Sec. 16. Any person who represents himself
to the public as having received a certificate as
provided in this act, or shall assume to practise as
certified public accountant, or use the abbreviated
title ‘C. P. A.,’ or any similar words or letters, to
indicate that the person using the same is a certified
public accountant, without having received such
certified public accountant’s certificate, or shall
assume to practise as a public accountant, without
having received such public accountant’s certificate,
or having received such certificate was thereafter
deprived of the use of the same by temporary sus
pension or revocation, shall be punished by a fine
in a sum not exceeding five thousand pesos, or by
imprisonment for a period not exceeding two
years, or both, at the discretion of the court, for
each such offense, and each day that such person
shall so practise or hold himself out as a certified
public accountant, or public accountant, shall be
deemed a separate offense.
“ A certified public accountant, or person em
ployed by a certified public accountant, shall not
be required to, and shall not voluntarily, disclose
or divulge the contents of any communication made
to him or her by any person employing him or her
to examine, audit, or report on any books, records,
or accounts, nor divulge any information deriving
from such books, records, or accounts in rendering
a professional service, except by express permission
of the person employing him or her or of the heirs,
personal representatives, or successors of such person.
Any person violating this provision shall be subject
to the same penalty as in the first preceding paragraph
provided.
“ Any person practising in the Philippine Islands
as a certified public accountant, or public accountant
under this act, who wilfully falsifies any report or
statement bearing on any examination, investiga
tion, or audit made by him or her, or under his
or her direction, shall be subject to the same penalty
as in the first preceding paragraph provided.
“ This section shall also apply to all partnerships,
or corporations all the members of which have not
received such certificates to practise as certified public
accountants, and the penalties provided shall apply
to all members of such partnerships or corporations.”
“ Sec. 2. Nothing in this act shall be construed
as invalidating any certificate heretofore issued by
the board.
“ Sec. 3. This act shall take effect on its ap
proval.”
Approved, December 7, 1925.

REGIONAL MEETING
Cleveland, May 22nd, John W att of Pitts
burgh was designated as the general chair
man for the meeting this fall. The other
members of the committee are: A. J.
Farber, O. G. Richter, J. E. Wilson and
William A. Wood. The committee has
drawn up plans which it hopes will result in
an unusually attractive meeting. All ac
countants or persons interested in ac
countancy are invited to attend.

Pittsburgh
A regional meeting of the American In
stitute of Accountants will be held at
Pittsburgh on Saturday, November 20th, at
the William Penn hotel. This region
comprises Indiana, Ohio, Michigan, West
Virginia and the western sections of
Pennsylvania and New York. At the
spring meeting of the same region held at
7
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STATE BOARDS OF ACCOUNTANCY
countants in Michigan is contained in the
register, copies of which have been sent to
Michigan bankers, municipal officers and
business organizations.
Missouri
Edward Fraser has been re-appointed for
a third term as a member of the Missouri
state board of accountancy.
New York
It has been announced that the certified
public accountant examinations of New
York state will be held November 15-17,
1926.

Kentucky
The state board of accountancy of
Kentucky has announced that its next
examinations for the certified public ac
countant certificate will be held October
18, 19, and 20, 1926, at Frankfort, Ken
tucky.
Michigan
The Michigan state board of accountancy
has published its first annual register which
contains information relative to certified
public accountant law and administration
in the state. A list of all certified public
accountants and registered public ac

NEWS OF LOCAL SOCIETIES
Alabama Society of Certified Public
Accountants
The eighth annual convention of the
Alabama Society of Certified Public Ac
countants was held at Montgomery, Ala
bama, September 6th. The election of
officers resulted as follows: Walter K.
Smith, president; John F. Andrews, secre
tary, and William J. Christian, council
chairman. New council members are:
James E. Dowe, Conrad Sauer, Jr., W. H.
Boreland and Frank L. Hammond.
One of the principal acts of the meeting
was the decision to establish a scholarship
in the school of commerce of the University
of Alabama, beginning with the present
school year. The scholarship will be
known as the “ certified public accountants’
scholarship” and will be awarded to some
worthy man or woman who will be selected
by a special committee appointed for the
purpose. The scholarship provides for a
full four-year course.
A public relations committee of the
Alabama Society was also created at the
meeting. The services of the committee
will be offered to all branches of the state,
county or city governments, free of charge,
and each member of the society will be ex
pected to contribute his services to the
work for a definite period of time each year.
It is expected that the public relations
committee will be able to render valuable
assistance to governmental bodies on ques
tions of taxation and finance.

The next annual meeting of the society
will be held in Mobile in September, 1927.

Massachusetts Society of Certified
Public Accountants
The first fall meeting of the Massachu
setts Society of Certified Public Account
ants was held at the chamber of commerce,
Boston, September 27th. Thomas H.
Saunders, assistant professor of industrial
accounting at the Harvard business school,
spoke on the various methods of inventory
valuation. George L. Bishop of the Massa
chusetts state board of accountancy related
the results of the last examination for the
certified public accountant certificate.
Members of the Massachusetts chapter of
the American Institute of Accountants were
present at the meeting as guests.
Ohio Society of Certified Public
Accountants
CINCINNATI CHAPTER
At the annual meeting of the Cincinnati
chapter of the Ohio Society of Certified
Public Accountants held September 28th, the
following officers were elected: Fred W.
Fuller, president; William Meis, vice-presi
dent, and Edward J. Moehringer, secretary
and treasurer.
Virginia Society of Public Accountants
At the annual meeting of the Virginia
Society of Public Accountants, held Septem
ber 4th, the following officers were elected:
8
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Guy M. Scott, president; J. Beverly Red
ford, vice-president, and George Durham,
secretary and treasurer.

Public Accountants, and the secretary of
the American Institute of Accountants were
guests at the meeting.

Washington Society of Certified Public
Accountants
On August 28th the Washington Society
of Certified Public Accountants held its
annual meeting at the New Washington
hotel, Seattle. The following officers and
directors were elected: James P. Robertson,
president; Pearce C. Davis, vice-president;
F. W. Buff, secretary-treasurer; trustees:
A. S. Hansen and Charles S. Cowan, and
auditor, E. J. Galloway.
A subsequent meeting was held at Seattle,
October 11th. J. Porter Joplin, former
president of the American Association of

Wisconsin Society of Certified Public
Accountants
At the annual meeting held at the
Milwaukee athletic club on Monday, Sep
tember 13th, the Wisconsin Society of
Certified Public Accountants elected the
following directors: George A. Einbecker,
Shepard E. Barry, Carl Penner, B. A.
Kiekhofer, George T. Graham, Hugo
Kuechenmeister and C. I. Smith.
Officers for the ensuing year are as fol
lows: Carl Penner, president, Shepard E.
Barry, vice-president, and George A. Ein
becker, secretary-treasurer.

REVIEWS
mercial teachers have therefore relaxed. Commer
cial teaching is easy to leave because of its immediate
contact with practical business, making the step
from instructor to practitioner a direct and a natural
one. Commercial teaching is a difficult field to stay
in. The teacher must accept responsibility for
establishing educational standards and for the
accreditment of his graduates—a difficult responsi
bility. The business man is a keen critic of the
results achieved by the commercial teacher. The
teacher may educate and graduate but the employer
reserves the power to validate.
The proper correlation of technical and pro
fessional subjects should be the basis of the com
mercial teacher’s training. Professional subjects
are divided between the sciences and arts of edu
cation. The sciences are the history of education
and psychology, which respectively inform the
teacher in training of past contributions to the
educational programme and the object of his own
activities. The art of education comprises, first,
general principles and then a detailed study of
methods of teaching commercial subjects. The
professional training culminates in observation and
supervised practice teaching. Accompanying the
study of professional subjects should be the tech
nical ones, bookkeeping, shorthand and type
writing, supported by mathematics, business prac
tice, commercial law and English. The commercial
teacher must provide the correct correlation of
commercial subjects for his students.
The writer says that it is a valuable custom to ask
business men what they expect of commercial
training. The value of such an interview is due
not only to the specific information obtained, but to
the benefits of keeping in touch with the practical
world. Also such questions impress the business
man with the value of commercial education and
crystallize his opinions on what such education
should produce. The commercial teacher must be
qualified to be the leader of his students. He must
be able to do all the things he teaches and he must
have had, therefore, a proportion of practical ex
perience with his theoretical training. He should

ANDREW H. BLASS—“ OPENING A
PRIVATE LEDGER”

Article published in the Pittsburgh A c
countant for May, 1926.
The writer says that one of the primary purposes
of a private ledger is segregation of confidential
information and the preservation of its privacy.
Items relating to corporation assets, capital liabilities,
proprietorship accounts and inventories are segre
gated in the private ledger. The customary pro
cedure in opening a private ledger is to close out by
journal entry the accounts mentioned, charging and
crediting them to a private ledger controlling account.
In the new private ledger these accounts will be
established with offsetting debits and credits made to
a general ledger controlling account. The two
control accounts thus interlock the ledgers and the
items of information in the private ledger are not
available for general observation. The writer gives
an illustration of the procedure in opening a private
ledger, emphasizing the interlocking of the new
ledger with the general ledger through controlling ac
counts. The writer suggests the following method to
assure keeping confidential the information concern
ing fixed assets, fixed liabilities and net worth:
Instead of transferrring these confidential items from
old records to the new private records, reverse the
procedure, retain the old journal and ledger for use
as private records and transfer to the new general
records the general items. Mr. Blass then gives an
illustration of this procedure.
AARON J. EBY—“ COMMERCIAL
TEACHING AS A PROFESSION”

Article published in the Balance-Sheet
for May, 1926.
The writer says that commercial teaching is the
easiest department of teaching to enter and the
easiest to leave. The first condition is true because
the demand for business practitioners has lessened
the supply of teachers and the standards for com
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2. Location, adequacy and attractiveness of
premises and status of leases when property is not
owned.
3. Likelihood, or the reverse, of increased competi
tion.
4. Management and staff, their personality and
ability, how long they have been with the business
and whether or not they will continue.
5. Reputation for carrying merchandise of a
character to appeal to the buying public.
An unfavorable verdict regarding any of these fac
tors affects the property right and the resulting value.
If th e verdict is unfavorable regardingseveralof them,
consideration should be given to the cost of starting
ROBERT H. MONTGOMERY— “ THE
an entirely new business compared with the cost of
APPRAISAL OF GOODW ILL”
purchasing the old. In the absence of monopoly
Article published in the bulletin of the resulting from patents, trademarks or franchises, the
of new competition must be recognized.
National Dry Goods Association, March, possibility
Many goodwill valuations have been made at a
1926.
time when an entire industry was prosperous. At
The writer says that goodwill value differs from
such times the capitalization of earnings as the con
that of any other asset in that it is supposedly
trolling factor in appraising the value of goodwill
permanent or increasing in value. No provision for
is wholly fallacious. Generalizations regarding the
the depreciation of goodwill is made, yet it is often
relation of the goodwill of one concern to that of
overvalued. Mr. Montgomery suggests that good others are reliable only at a period immediately
will often may not be sold to another for the value
after years of depression.
which the owner places upon it. If estimates have
Some mistakes in valuations of goodwill arise from
been based upon fallacious theories, trouble may
over-emphasis attached to personnel, including the
result in the future. Companies of good standing
owner. True goodwill demands a continuance of
whose future seems assured but whose cash divi personal relations en masse, not necessarily individ
dends are not expected to be above established
ual relations. One can be transferred, the other
limits, sell, not upon the basis of earnings in good
can not.
years but upon average cash dividends over a period
Goodwill arising from intelligent and skilful ad
of years. The writer says that many persons are apt
vertising is a good asset if all the cost has been writ
to capitalize the earnings of their concerns at the
ten off. Goodwill arising from advertising, how
end of the most prosperous years.
ever, requires continuous advertising of equal or
According to the writer, a safe way to appraise the
better quality to keep it alive.
value of goodwill is for a term including several years
The writer states that the net earnings used as a
of poor business. The real worth of a business
base for capitalization in determining goodwill
should be measured by results over the full business
value must, of course, be net of all costs, expenses,
cycle, represented by depression, revival, prosperity
depreciation, taxes and reasonable management
and crises.
salaries.
Before appraising the goodwill in a merchandising
Goodwill value can not be appraised until after
business two equally important factors should be
net earnings for a period of years have been de
considered: skill in buying, which can be accurately termined. In the calculation of excess earning power
verified by a study of the past, and changes in the price
which is to be capitalized, allowance must first be
level, which are largely a matter of chance but which
made for an adequate rate of return on the net in
are often successfully prognosticated in some estab vestment in all assets other than goodwill. If
lishments. Excluding any value which can not readily
patents or any intangibles other than goodwill are
be transferred, there is still an intangible asset which
owned allowances must be made for an adequate
constitutes property. When the term is thus limited
return therefrom. If the average earnings covered
its application is confined to the goodwill of a busi a representative period of years, and the future
ness. The major element is transferability. When
prospects are as favorable or more so than the past,
goodwill is valued on the basis of past earnings it
the final step in the appraisal of goodwill has been
must be certain that all and not only a part of the
reached, says the writer. In an appraisal of good
earning factors are transferable. The following are
will the future must be regarded as well as the past.
important factors to be considered:
The writer recommends that owners or executives
1.
Length of time business has been established, check up the money value of the goodwill of their
and its sales and earning record for a long period of
businesses at least once each year, considering all the
years.
factors mentioned in the article.

follow a definite programme of study and practice
during his career as a teacher. The writer believes
that no teacher should enter his profession without
practical experience in commerce.
The writer mentions four components of man:
physical, mental, moral and spiritual qualities,
represented by the home, school, state and the
church. Three of these institutions exert a vital
influence from the beginning of life until the end, but
the school is often abandoned at an early period.
The writer advocates inclusion of continued edu
cation in any scheme of a complete life. He says
that if a teacher can not study, he can not teach.

COURT DECISIONS
Bankruptcy
the former president presented a claim for
Corporations. Officers. Financial state money lent to the corporation. Another
ment prepared by officer as estopping him creditor asked for priority on its claim over
the claim of the president on the theory that
to claim against corporation:—
After a corporation became bankrupt he had estopped himself to make the claim
10
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leged to have been illegally collected as in
come tax for the years 1919 and 1920.
Plaintiff was a member of a partnership
which had loaned a resident of Germany
over a million marks in 1916 and 400,000
marks in 1919. Plaintiff had filed his
individual income-tax return for 1919 based
upon his proportion of profits of the partner
ship which included the cost of the marks,
instead of their current value. The value
of the mark had depreciated and the loan
had not been paid.
The court held that the plaintiff as an
individual did not have the right to deduct
from his gross income the depreciated value
of the marks. Section 214 of the internalrevenue act of 1918 permitted the deduc
tion of losses sustained during the taxable
year and “ depreciation of use, wear and
tear” . Any shrinkage in the value of the
mark without any actual loss did not come
within th at section; therefore plaintiff was
not entitled to a deduction. This case
was held similar to th at of the depreciation
of securities which had not been sold during
the year, in which case the courts have held
that such depreciation did not come either
under the clause relating to “depreciation
of use, wear and te a r” nor “ losses actually
sustained.”
Haviland v. Edwards, U. S. district court,
south district of New York, September 9,
1926.

by his action while president. It appeared
that while president and manager he had
made a statement, when borrowing money
from a bank for the corporation, which
covered not only the financial affairs of the
corporation, but his own financial status
as well, and in which, apparently, no men
tion was made of his loan to the corpora
tion. A similar statement was given to
Dun & Company to be furnished to a
creditor in a distant state. Through a
credit association one of these statements
came into the possession of one of the other
creditors. At the time the other creditor
permitted his indebtedness to arise no
financial statement was furnished him.
The court held, that the other creditor
was not entitled to priority over the
president’s claim. The fact that this
creditor got possession of a copy of the
statement from an outside source is not
sufficient to work an estoppel since the
statement was not made for the purpose of
influencing the creditor to extend credit.
W. E. Dooley & Co. v Seattle Electrical
Supply Co., supreme court of Washington,
August 20, 1926.
Internal Revenue
Income tax. Whether certain deduction
for depreciation of German marks was
proper:—
Plaintiff sought to recover from the col
lector of internal revenue an amount al

HERE AND THERE
Sidney 6 . Bourgeois, Jr., announces the his own account at 120 Broadway, New York.
removal of his offices to 1603 Pere Marquette The firm of Kenworthy & Pierce has been
building, New Orleans, Louisiana, where dissolved.
he will practise public accounting under his
Lingley, Baird & Dixon announce th at
own name. The firm of Williams & Bour
they have arranged for representation in
geois has been dissolved.
Canada under the direction of Messrs.
The firm of Bradley & Lauder, Bingham Riddell, Stead, Graham & Hutchison,
ton, New York, has been dissolved as of 80 St. Francois Xavier street, Montreal,
September 1, 1926. Robert Bruce Lauder and for representation in Tulsa, Oklahoma,
will continue the practice of public ac by Messrs. Rice, Hays & Co., Clinton
counting under his own name at the Press building.
building, Binghamton, New York.
Kennon W. Parham announces the open
John W. Dawson announces that he is ing of an office at 601 Odd Fellows building,
no longer affiliated with the Outdoor Raleigh, North Carolina.
Amusement, Inc.
Reckitt, Benington & LeClear announce
A. W. Kenworthy announces th at he will the dissolution of the co-partnership owing
henceforth practise public accounting on to the retirement of Ernest Reckitt from
11
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public practice. Harold Benington and
Walter M. LeClear have entered into a new
co-partnership under the firm name of
Reckitt, Benington & LeClear, and will
continue the practice of the old firm.

Eric L. Kohler, a member of the Insti
tute, in collaboration with Paul L. Morrison,
is the author of a book called Principals of
Accounting , published by A. W. Shaw Co.,
New York.

The firm of Ricker, Rogers & Montgomery
has been dissolved as of October 31st, 1926.
John L. Ricker and Herman Oeschger will
continue the practice of public accounting
under the firm name of Ricker, Oeschger &
Co., 1007 Franklin Trust building, Phila
_____
delphia.
Robert A. Wood and James D. Patton
announce the formation of a partnership
under the firm name of Wood & Patton,
108 North Brady street, DuBois, Penn
sylvania.
_____

Samuel D. Leidesdorf will act as chair
man of the accountants’ committee of the
tenth anniversary campaign for the support
of Jewish philanthropic societies.

The following paragraphs report the public-service activities of members and asso
ciates of the Institute:
“ Some problems connected with branch
accounting” , an article by Cecil S. Ash
down, was published in the bulletin of the
National Association of Cost Accountants
for June 1, 1926.
Grant L. Bell has written an article on
“ Distribution of burden” which was pub
lished in the National Association of Cost
Accountants bulletin for August 1, 1926.

George O. May has written an article,
“ Double taxation” , which appears in
Foreign Affairs for October, 1926.
Robert H. Montgomery has donated to
the school of business of Columbia Univer
sity a collection of rare books illustrating the
history of accounting. Some of the volume s
are dated in the sixteenth, seventeenth and
eighteenth centuries.
Samuel Newberger of New York has been
appointed an editor of Business Survey.
Paul W. Pinkerton, Chicago, a member of
the Institute, in collaboration with Jefferson
H. Millsaps, a certified public accountant
and member of the Chicago bar, has re
cently published a book on inheritance and
estate taxes.

Frank C. Belser delivered an address
called “ An auditor’s comments” at the
annual convention of the Association of
Reserve City Bankers at Atlanta, Georgia,
April 29th.
_____

Louis Toth is writing a series of articles
entitled “ A simplified bookkeeping manual
for the small hotel ” which is being published
in Hotel Management. The eleventh article
of the series appears in the September issue
of the magazine.

Thomas J. Burke delivered an address on
the value of balance-sheet ratios to the
paper industry at the 17th annual meeting
of the Cost Association of the Paper Indus
try, held September 24th at Holyoke,
Massachusetts.

Spaulding F. Glass of Kansas City de
livered an address on the income tax at the
30th annual convention of the Kansas
State League of Building and Loan Asso
ciations which was held at Wichita, Kansas,
May 19th and 20th.

Edwin M. Bush spoke on “ Balance-sheet
valuations as viewed by the banker, credit
man and manufacturer” a t a meeting of the
Cost Accountants Association of York,
Pennsylvania, September 7th.

An article by J. Pryse Goodwin, New
York, entitled “ Accountancy opportuni
ties ” appeared in the Pace Student for July,
1926.

Stuart Chase is the author of an article
entitled, “ The dogma of business first” ,
which appeared in Harper's Magazine for
September, 1926.

John J. Helmus spoke on “ Accounting
procedure and its practical application ” at
a meeting of the New York Society of
Accountants at the Hotel McAlpin, Septem
ber 14th.
12

Bulletin Supplement
October 15, 1926.
To the M embers and Associates
of the American Institute of Accountants:

At the meeting of council, September 20, 1926, the board of examiners recommended
the election of 7 applicants who had already passed an Institute examination for a C. P. A.
certificate, 1 who was eligible on credit for examinations other than those of the Institute,
and the advancement of 4 associates to full membership.
The council approved the recommendations of the board.
The following is a list of those recommended for election:
For Advancement to Membership:
William Raymond Donaldson, New York
George Rowland Hill, Michigan City, Indiana
Lewis Arthur Oates, Miami
Frederick Cornelius Wandmacher, New York
For Admission as Members:
Harry Priest Burlingame, St. Louis
Goodwin Price Graham, Washington
Joel Acker Rogers, Jackson
Emil Henry Schwagmeyer, Chicago
Howard G. Slagle, Cleveland
For Admission as Associates:
Darcy Robert Bonner, Dallas
Alfred Leslie Crampton Chalk, San Francisco
Raymond Philip Myer, Waukegan, Ill.

If no protest is received by November 5, 1926, against the election of any of the fore
going applicants, they will be declared elected by the president.
A. P. RICHARDSON, Secretary.
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Board of Examiners
was sent to all members and associates of
The examinations of the American Insti the Institute urging them to arrange their
tute of Accountants will be held November affairs so that they may attend the Cali
18th and 19th. Twenty-six states and one fornia meeting, and describing the facilities
territory of the United States will use these for entertainment offered by Del Monte.
questions for the examination of candidates At a recent meeting accountants in Cali
for the certified public accountant certifi fornia have laid plans to assist the achieve
cate. Results will be published in later ment of a successful meeting, and it seems
assured that the occasion will be a notable
issues of the Bulletin.
one.
In accordance with the recommendation
Obituary
of the board of examiners and after election
by the council, the president of the Institute
Sidney J. Syer, a member of the American
has declared elected as of November 5th Institute of Accountants and a certified
the following applicants for admission to the public accountant of New York, died
October 30th at his home in Cranford, New
Institute:
Jersey. He had been a member of the Amer
For advancement to membership:
ican Institute of Accountants since 1916,
William Raymond Donaldson, New York
and of its predecessor, the American Asso
George Rowland Hill, Michigan City, Indiana
Lewis Arthur Oates, Miami
ciation of Public Accountants. At the time
Frederick Cornelius Wandmacher, New York
of his death he was with Stagg, Mather &
Co., New York.
For admission as members:
Harry Priest Burlingame, St. Louis
Goodwin Price Graham, Washington
Joel Acker Rogers, Jackson
Emil Henry Schwagmeyer, Chicago
Howard G. Slagle, Cleveland

Dominion Association of Chartered
Accountants
The annual convention of the Dominion
Association of Chartered Accountants was
held September 29 and 30, and October 1,
1926, at the Windsor hotel, Montreal.
Several papers were presented which pro
voked interesting discussion by the account
ants present. The American Institute of
Accountants was officially represented at
the meeting by William H. West, president.
John R. Ruckstell, a vice-president, also
attended some sessions. The members of
the Association of Accountants in Montreal
acted as hosts to the association and were

For admission as associates:

Darcy Robert Bonner, Dallas
Alfred Leslie Crampton Chalk, San Francisco
Raymond Philip Myer, Waukegan, Ill.

Next Annual M eeting of Institute
The committee on meetings of the Ameri
can Institute of Accountants has already
commenced its preparations for the annual
meeting which is to be held in Del Monte,
California, next September. Under date
of October 26th a letter from the committee
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Copyright 1926 by The Journal of Accountancy, Incorporated

1

Bulletin of American Institute of Accountants

complimented on the successful manner in the American Society of Mechanical
which the meeting was conducted. The Engineers, the American Management
election of officers resulted as follows: Association, the Society of Industrial
President, Edward S. Read; vice-president, Engineers, the Taylor Society and the
H. Percival Edwards, and secretary-treas division of simplified practice of the depart
urer, Keith Drennan.
ment of commerce. The representative
The next annual convention will be held of the Institute on the national committee
a t Winnipeg, where the Institute of Char was Cecil S. Ashdown, New York.
tered Accountants of Manitoba will act as
hosts. The Manitoba Institute has ex
Public-service Activities
tended a gracious invitation to members of
Many members and associates of the
the American Institute of Accountants to
be present at the meeting at Winnipeg, and Institute are continually taking part in
suggests that American accountants en public-service work such as delivering
route to the Institute meeting in California speeches, writing articles and serving in
make the trip by way of Winnipeg so that various capacities on committees of local
they may attend the convention of the organizations or as officers of social or civic
bodies. The last compilation showed ap
Dominion Association.
proximately 500 members engaged in such
work. During the summer the blanks
Management Week
which are usually distributed with the
the convenience of members in
The annual observance of management Bulletin for
such services were not sent. With
week took place in the United States from reporting
the publication of the October issue of the
October 25th to 30th. Three hundred Bulletin
practice was resumed, however,
meetings were held in approximately 125 and the the
results
been notable. Twen
cities for the purpose of discussing the sub ty-six members have
have reported 66 items of
ject of progress in waste elimination. public service achieved
during the interval
Estimates of the number of persons par
July to October. Forty addresses have
ticipating in the various programmes run from
been delivered by members of the Institute
as high as 30,000. It is believed that before
organizations and 15 articles
accountants participated to a large extent writtenvarious
by
members
have appeared in as
in the discussions held in different parts of many publications. In
addition, 11 items
the country, although reports of individual of miscellaneous service, usually
of civic or
accomplishment have not yet been received. social nature have been performed
during
The purpose of management week is, in this period. An outstanding accomplish
part, to educate the business public to a ment in this direction is shown by the record
realization of the immense sums wasted
Reynold E. Blight of California. Mr.
each year through inefficiency of one kind of
Blight has delivered 16 addresses before as
or another. The survey of the committee many
organizations, in 9 different
on waste, under the leadership of Herbert cities. different
noteworthy record which
Hoover when he was president of the Feder has beenAnother
reported
is that of R. M. Crane,
ated American Engineering Society, re Denver, who has delivered
six speeches on
vealed in six major industries an average various subjects before different
organiza
waste of about 50 per cent., and the reduc tions and in addition has had an
article
tion of such heavy losses through improve printed in a Denver publication.
ment in management is the purpose of the
sponsors of management week. Manage
Ripley Continues Discussion
ment week has now become an institution
in America, although the inception of the
Professor William Z. Ripley, whose
idea did not occur until 1922. Scores of article, “Stop, look, listen!” , in the Septem
chambers of commerce and service clubs, ber Atlantic Monthly aroused much interest
executives’ organizations and trade associa among public accountants, has continued
tions have given their cooperation in organ his criticism of financial tendencies in big
izing successful meetings during the week. business in the November issue of the same
The sponsors of the plan this year are: magazine. The latest article is entitled
the American Institute of Accountants, " More light!—and power too " , and urges a
2
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sweeping federal investigation of light and
power companies throughout the United
States, whose growth, Professor Ripley says,
has been accompanied by an overextension
of corporate organization, resulting in a
complexity of evils.

Certified copies
The time for such transmission and delivery of
documents may be enlarged by a member of the
board or a judge of this court, and all such orders of
enlargements shall forthwith be filed with the clerk
of the board of tax appeals and certified copies
thereof be sent to this court, with the above enu
merated documents.
V.
If such certified copies are not delivered to the
clerk of this court within 60 days from said filing and
notice or before the expiration of the time enlarged
by order, a motion to dismiss the petition for delay
may be made, and shall be granted unless good cause
be shown for the delay.

Rules Governing Tax Appeals
According to report the rules governing
appeals from decisions of the board of tax
appeals to circuit courts for review, which
were proposed at a recent conference of cir
cuit court judges were unsatisfactory, [and
each court will form its own rules for appel
late procedure. Following are rules issued
under date of October 8th governing such
procedure in the United States circuit court
of appeals for the third circuit.

The National Commercial Teachers
Federation
The twenty-ninth annual convention of
the National Commercial Teachers Federa
tion will be held at the Hotel Sherman, Chi
cago, December 28, 29 and 30, 1926. The
programme is practically complete and in
cludes a number of addresses by prominent
speakers, as well as many features of enter
tainment.

In the United States circuit court of appeals for the
third circuit, rules respecting review of decisions of the
United States board of tax appeals.

Briefness is urged
I. Every petition for review of a decision of the
United States board of tax appeals shall set forth
briefly the nature of the controversy, shall declare
the court in which review is sought, shall contain
assignments of error separately stated and num
bered in respect of each and every error asserted
and intended to be argued and shall be verified by
the petitioner or his attorney of record.
II. If error is assigned in the admission or rejection
of evidence, or on the ground that a finding of the
board is unsupported by any evidence, a statement
of the evidence submitted to the board shall be
prepared by the petitioner. Such statement shall
contain in narrative form the evidence material
to the assignments of error, and shall be prepared
by the parties and settled by a member of the board
in accordance with the general equity rules promul
gated by the supreme court of the United States.

Double Taxation
It is reported from Washington that an
agent of the department of commerce has
returned from Europe where he has made a
study of double taxation of foreign traders,
and reports great interest among European
governments in this question. The Inter
national Chamber of Commerce and the
League of Nations are also making studies
of double taxation with a view to alleviating
the burdens imposed by it.
Farm Accounting
The committee on agricultural relations
of the Illinois Bankers Association has
decided to take definite steps to encourage
farm accounting during the next year.
Many clients of the Illinois banks con
tributing materially to their prosperity
are farmers, and it is felt that educational
propaganda on farm accounting will aid
materially the achievement of prosperity
by the agricultural workers of the state.

Copy shall be filed
III. The party applying for review shall file his
petition with the clerk of the board of tax appeals,
and serve a copy thereof with notice of filing on the
opposite party or parties. The review shall be
taken by such filing and notice.
IV. Within 60 days from such filing and notice,
the statement of evidence, if any, shall be prepared
and filed, and the clerk of the board of tax appeals
shall transmit and deliver to the clerk of this court
copies duly certified as correct of the following
documents.
1. The docket entries of proceedings before the
board.
2. Pleadings before the board.
3. Findings of fact, opinion and decision of the
board.
4. Petition for review.
5. Statement of evidence, if any, as settled or
agreed upon.

Poultry Farm Accounting
Poultry farming is an industry which up
to this time has paid little attention to the
provision of an adequate accounting system.
The university extension service of the
university of California has undertaken
3
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to supply poultry farmers in California
with the necessary material to keep a record
of the year’s business and to complete the

summarizing of records when kept. It is
believed that the project will be of great
value to the industry.

REGIONAL MEETING
will deliver an address on arbitration, and
Frances A. Kellor, vice-president of the
American Arbitration Association, will also
discuss this subject. Vincent W . Lanfear,
of the University of Pittsburgh, will address
the meeting. William H. West, president
of the Institute, and F. H. Hurdman, acting
secretary, have accepted invitations to at
tend. All persons interested in accountancy
are invited to attend the meeting.

A regional meeting of the American
Institute of Accountants will be held at
Pittsburgh, November 20th. This region
comprises Indiana, Ohio, Michigan, West
Virginia, and the western sections of New
York and Pennsylvania. Henry B. Fernald, New York, will speak on accountants’
certificates, and the subject will be further
discussed by S. B. Congdon, a banker of
Pittsburgh. J. Pryse Goodwin of New York

NEWS OF LOCAL SOCIETIES
California State Society of Certified
Public Accountants

Browne. Four directors were elected for
the ensuing year, as follows: T. H. Law 
rence, Turner S. Underwood, George W .
Maynard and Theodore J. Witting.

LO S A N G E L E S C H A P T E R
The regular monthly meeting of the Los
Angeles chapter of the California State
Society of Certified Public Accountants was
held at the New Elks club, October 11th.
R. W . E. Cole and Harry W . Moore, who
attended the annual meeting of the Ameri
can Institute of Accountants at Atlantic
City in September, and who supported the
invitation from California accountants to
the Institute to hold its 1927 meeting in
California, reported the result of their trip.
Preliminary plans for the entertainment
of members of the American Institute of
Accountants at next year’s annual meeting
were discussed.
W . Grant Hoage delivered an address on
“ Stockholders’ accounts.” Harry B. Mills
spoke on “ Educational requirements for the
certified public accountant certificate.”

Connecticut Society of Certified Public
Accountants
A t a meeting of the Connecticut Society
of Certified Public Accountants held Octo
ber 16th at the City Club, Hartford, W . H.
Blodgett, state tax commissioner, spoke on
the subject of “ The relationship of the state
tax commissioner to municipal accounting.”
Accountants from all parts of the state were
present and the problems discussed by the
commissioner were heard with great inter
est. He stressed the necessity for the
installation of suitable accounting systems
for small municipalities, with respect to the
recording of tax collections and other
accounting features. M r. Blodgett favored
an annual audit of every town and munici
pality in the state and gave as his opinion
that expenditures made for this purpose are
necessary and represent sound investments.
At the conclusion of the meeting a resolu
tion was adopted endorsing the effort being
made by the commissioner toward the
establishment of a system of uniform
accounting, and the society pledged its
cooperation in the furtherance of this work.
The following are the officers of the
society: President, S. Earl Shook; vice

Colorado Society of Certified Public
Accountants
A t the annual meeting of the Colorado
Society of Certified Public Accountants,
held September 21st at the Cosmopolitan
hotel, Denver, the following officers were
elected: President, Louis C. Linck; vicepresident, Leon E. Williams; treasurer,
Julius Von Tobel; secretary, F. Tillman
4
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president, William Z. White; treasurer,
Frederick W . Child; secretary, Henry
Knust.

B E IT F U R T H E R R E S O L V E D , That these
resolutions be spread upon the minutes of this
association, and that the secretary be instructed to
send a copy thereof to Mr. Reik and, also, that there
likewise be spread upon the minutes, the tribute to
M r. Reik, composed by Folger McKinsey (the
Bentztown Bard) on behalf of the accounting
profession of Maryland.

District of Columbia Institute of
Certified Public Accountants
A t a meeting of the board of governors of
the District of Columbia Institute of
Certified Public Accountants held at the
Columbia country club, October 5th,
Edward M . Tyler was elected president of
the organization; C. Vaughn Darby was
made vice-president and Lester A. Pratt,
secretary-treasurer.

Massachusetts Society of Certified
Public Accountants
On October 25th the Massachusetts
Society of Certified Public Accountants
held a meeting at the Boston chamber of
commerce. The president of the society,
Frederick B. Cherrington, presided. The
principal speaker of the evening was Arthur
Stone Dewing, of Harvard University, who
spoke on “ The theory of the valuation of
corporate assets.” Discussion followed his
address. Members of the Massachusetts
chapter of the American Institute of Ac
countants were present by invitation of the
society.

Maryland Association of Certified
Public Accountants
A meeting of the Maryland Association
Certified Public Accountants was held of
October 12th. G. Harvey Porter read a
paper entitled “ Financing the smaller
industry in Baltimore.” The paper de
scribed the methods employed to determine
the soundness of proposed projects, and the
assistance rendered to smaller industries
which have proved successful and are in
need of expansion.
A t this meeting the Maryland Associa
tion adopted formal resolutions setting
forth its appreciation of the services ren
dered to it and to the accounting profession
in Maryland by Raymond C. Reik, who
recently left Baltimore to take up new work
at Buffalo, New York. The resolution
which was unanimously adopted is as
follows:

Michigan Association of Certified
Public Accountants
The Michigan Association of Certified
Public Accountants held its annual meeting
in Detroit, October 7th. Reports of various
officers and committees were received. The
report of the membership committee showed
a notable increase in membership during
the past year. The following were elected
officers of the association for the ensuing
year: President, Mervyn B. Walsh; vicepresident, Richard Fitzgerald; secretary,
W . H. Van Tifflin; treasurer, C. E. Neff;
auditor, C. J. Lynch.

W H E R E A S , Raymond C. Reik, a member for
many years of the Maryland Association of Certified
Public Accountants, has recently been admitted
into the firm of Haskins Sells, certified public ac
countants, and
W H E R E A S , his departure from Baltimore to
become resident partner of his firm in Buffalo, New
York, is a distinct loss to the accounting profession
in Maryland;
N O W , T H E R E F O R E , B E IT R E SO L V E D ,
That this association desires to set forth its deep
sense of obligation to Raymond C. Reik, for his
exceptionally able and painstaking services rendered
to it and the profession in general;
T H A T it commends to others the example he has
thus set in giving cheerfully of his time and best
thought to advance the interests of the profession;
T H A T it desires to record its high appreciation
of his ability as an accountant and his character as a
man;
T H A T it wishes to express its feeling of personal
sorrow at his departure from our midst, and to
extend to him its best wishes for his future happiness
and success.

Mississippi Society of Certified Public
Accountants
The Mississippi Society of Certified
Public Accountants held a meeting in
Jackson, October 29th, with an almost per
fect attendance. The society reports a
constant gradual increase in membership.

Society of Certified Public Accountants
of the State of New Jersey
The annual all-day meeting of the Society
of Certified Public Accountants of the
State of New Jersey was held October 19th
at the Robert Treat hotel, Newark. John
T. Madden delivered the introductory
address at 10.30 A. m . The next speaker
5
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members and guests. A business session
ensued. A report relating to the Account
ants Club of America, Inc., was presented
to the meeting. Proposed amendments to
the constitution and by-laws of the society
were reported for action. A report on the
chapters of the society was heard and the
question of general revision of the constitu
tion of the society was discussed.
At the afternoon session the Honorable
J. Gilmer Korner, Jr., chairman of the
United States board of tax appeals, spoke on
the work of the board. He touched on the
scope of the board’s functions and claimed
that the practical work of this tribunal has
resulted in protection of the taxpayer
against unwarranted assessment. The
board has arranged circuit hearings from
New York and Boston which will relieve the
taxpayer of the necessity of a trip to
Washington. The next event on the pro
gramme was an address on classification of
accountancy service by John R. Wildman.
In the absence of Mr. Wildman the paper
was read by Homer A. Dunn and its con
tents discussed subsequently. In the eve
ning the relation between the credit man
and the certified public accountant was the
subject of a symposium by several authori
ties on the subject. The point of view of
the commercial credit man was presented
by Edmund Wright; that of the bank
credit man by Joseph L. Morris; the atti
tude of the commercial-paper credit man
was given by A. S. Prescott; and William
B. Weston spoke of the views of investment
credit men.
A regular monthly meeting of the New
York State Society was held November 8 th.
The topic for the evening was announced
by the committee on entertainment to be
“ Some phases of accounting investigations
for reorganizations, consolidations and
mergers.” Papers on this subject were
delivered by Walter A. Staub and J. P.
Friedman, and these addresses were fol
lowed by organized discussion.

was Harold D. Greeley, who spoke on
“ Income on residuary trust,” touching
upon the manner and time in which an
apportionment between life-tenant and
remainderman should be made of income
during the administration of a decedent’s
estate, where the residue of the estate when
determined will constitute the trust fund.
Mr. Greeley illustrated his remarks with
decisions of different courts and commented
upon conflicting decisions in point. The
afternoon session opened with an address
by Melbourne S. Moyer on “ Financing
industrial enterprises.” Mr. Moyer gave
the banker's viewpoint on the steps in
volved in raising capital for the establish
ment of new enterprises and the expansion
of old ones. Michael N. Chanalis delivered
an address on “ Practical problems in cor
porate law of significance to the account
ant.” The evening session opened at 7.30
P . m ., when the Honorable A. Harry Moore,
governor of New Jersey, spoke to the
accountants present. Governor Moore
stressed the dependence placed upon ac
countants in relation to business adminis
tration. George O. May, who was a guest
a t the meeting, spoke on “ Facing audit
responsibility squarely.” Other speakers
were John E. Gill of Rider College, and
Directors Howe and Murray of the city
commission. The committee in charge of
the meeting was composed of Julius E.
Flink, James F. Hughes, Maurice E.
Peloubet, William C. Heaton and Morris J.
Hoenig.

New York State Society of Certified
Public Accountants
The fourth all-day and evening confer
ence of the New York State Society of
Certified Public Accountants was held at
the Waldorf-Astoria hotel, October 21st.
The officers of the society had made an
extensive effort to obtain a large attend
ance and a great number of members were
present at the meeting. The programme
opened a t 10.30 a . m . with an address by
Dr. Joseph J. Klein, president of the society.
A discussion of C. P. A. legislation and the
part which might be played in it by the
society was led by Henry Aitkin, P. W. R.
Glover, J. S. M. Goodloe, Kenneth McEwen,
R. H. Montgomery and Homer S. Pace,
and was followed by a general discussion by

North Carolina Association of Certified
Public Accountants
The annual meeting of the North Caro
lina Association of Certified Public Ac
countants was held at the Sir Walter hotel,
Raleigh, North Carolina, October 15 and
16, 1926. A part of the morning of the
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first day was occupied by registration and
meetings of committees. The annual meet
ing was called to order at 2 p. m., October
15th, when the Rev. W. A. Stanbury of
fered the invocation. The mayor of Ral
eigh, Eugene E. Culbreth, delivered the ad
dress of welcome and Frederick Moore,
president of the North Carolina Association
responded for the organization. James A.
Councilor spoke on “ The relations between
the national and state societies.” The
Hon. J. W. Bailey delivered an address en
titled “ The relations of the lawyer and the
accountant.” Dr. Eugene C. Brooks,
president of North Carolina State College,
spoke on “ County government” and his
address was followed by general discussion.
A banquet was served in the evening, at
which S. W. Marr acted as toastmaster. On
Saturday morning, October 16th, a busi
ness meeting was held, at which reports of
officers and committees were presented.
The following officers were elected for the
ensuing year: President, J. J. Bernard; vicepresident, Walter Charnley; secretary and
treasurer, George E. Wood.

versity of Cincinnati, Hon. Alfred G. Allen,
attorney, and Thurman Miller, editor.

Oklahoma Society of Public
Accountants
At a meeting of the Oklahoma Society
of Public Accountants held October 31st,
the following officers were elected: Presi
dent, Carl L. Rice; treasurer, W. J. Law;
secretary, Charles A. Wright; trustees:
L. E. Cahill and Robert E. Garnett; audi
tors: M. C. Fox, J. G. Beavers and C. B.
Tribbey.
The business session was almost entirely
devoted to discussion of plans for strength
ening the Oklahoma accountancy law.

Pennsylvania Institute of Certified
Public Accountants
On Monday evening, October 18, 1926,
a meeting was held by the Pennsylvania
Institute of Certified Public Accountants at
the Art club, Philadelphia. Several new
members were elected and among other
business matters some time was devoted to
the report of the special committee on the
revision of the by-laws. The committee on
Ohio Society of Certified Public
by-laws has been actively engaged upon this
Accountants
work for some time with the end in view of
The annual meeting of the Ohio Society formulating a set of by-laws in accord with
of Certified Public Accountants was held the rapid growth of the Institute member
October 9th at the Hotel Gibson, Cincin ship and affording better means for con
nati. A business session took place in the ducting the general organization of the
morning, to which only members of the Pennsylvania Institute.
society were admitted. The election of
The committee on meetings had proposed
officers resulted as follows: President, W. D. as the subject of discussion “ Analyzing
Wall; vice-president, R. A. Hurst; secre- financial statements” and upon the conclu
tary-treasurer, L. G. Battelle; board of di sion of the business, addresses were made on
rectors, W. A. Coy, R. H. Gravett, H. W. this subject by several members of the In
Cuthbertson and R. F. Mateer. The Cin stitute, all of whom spoke on different
cinnati chapter of the society acted as host phases of the matter. Gardner W. Kimball
at a luncheon. The afternoon session was made the introductory remarks. R. J.
opened by an address of welcome by the Bennett spoke on the analysis of balanceHonorable Murray Seasongood, mayor of sheets, with particular reference to: ( 1) the
Cincinnati. Fred J. Nichols spoke on relation of reserves to plant and current
“ Service in business.” P. W. Pinkerton assets, respectively; (2) contingent reserves
delivered an address entitled “ The pre or sinking-fund reserves, pointing out how
vention of failures.” “ Accountancy in these are in effect appropriated surplus and
Germany” was the subject of a paper read hence must be included as part of capital.
by E. A. Kracke. At 6.30 in the evening a
William R. Main took as his subject the
banquet was served, W. C. Culkins, vice- analysis of balance-sheets with particular
president of the Cincinnati chamber of reference to safety of principal on the basis
commerce, acting as toastmaster. The of realizable assets, and the question of
speakers were W. D. Wall, president of the whether goodwill, copyrights and trade
society, W. C. Hicks, president of the Uni marks should be included as sound assets.
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was a business meeting and a banquet was
served in the evening. The election of
officers resulted as follows: President, O. W.
Schleeter; vice-president, N. E. Derrick;
secretary and treasurer, Joseph Hall.
One of the important acts of the meeting
was the appointment of a committee on
legislation to work for the improvement of
the C. P. A. law in South Carolina. A. C.
Clarkson and L. A. Searson were appointed
to write a history of the South Carolina
Association. During the past year there
has been a greater increase in the member
ship of the society than in any previous
year.

Walter L. Morgan addressed the meeting
on the analysis of balance-sheets. He said
that banks and credit agencies are particu
larly interested in seeing that a ratio of at
least two to one is correct as between cur
rent assets and current liabilities. He also
mentioned assets and liabilities which are
often not shown on the balance-sheet or
erroneously concealed or adroitly covered
up. This includes among others premiums
on life-insurance policies on lives of officers.
Charles Weissinger spoke on the scrutiny
and analysis of a statement of profit and
loss, with reference among other matters
to the following: (a) Ratio of overhead to
net sales; (b) if the statement is a compara
tive one does net profit show proper per
centage of increase to volume of business?
(c) are the net profits earned from income
from other sources? (d) genuineness of the
earnings; (e) other losses including bad
debts. This is very important for the rea
son that if the percentage is too high, it
reflects on the credit department of general
business administration.

Texas Society of Certified Public
Accountants
It has been announced that the annual
meeting of the Texas Society of Certified
Public Accountants will be held November
29th and 30th at Houston.
Wisconsin Society of Certified Public
Accountants
A meeting of the Wisconsin Society of
Certified Public Accountants was held at
the Milwaukee Athletic club, November
10th. The principal speaker of the evening
was Durand W. Springer.

South Carolina Association of Certified
Public Accountants
The annual meeting of the South Caro
lina Association of Certified Public Ac
countants was held at the Ridgewood club,
Columbia, October 20th. The first session

REVIEWS
HUGH GODFREY HUMPHREYS—
“ACCOUNTANCY AS A PROFESSION”

times advisable for an accountant to familiarize
himself with contingencies which may arise relating
to the accounts of particular industries, as there
seems to be a tendency to specialize within the
profession. Technique is indispensable. An au
ditor must study the client’s status and should not
lose sight of his ultimate object in trifling detail.
He should study the client’s accounting procedure to
learn the extent of the internal audit which may be
accepted without verification. Often, however, the
accounts to be analyzed are in a condition which
renders them incomprehensible, and in such case
the auditor should demonstrate the desirability of
regular independent audits. In the preparation
of the report it must be remembered that the auditor
has a responsibility to stockholders, prospective
stockholders, management, creditors, bankers, coun
ty, state and federal government, in so far as they
are interested in the affairs covered by his report.
Statements in the report must be complete and
simple. The report should not be too long and
should be divided into synthetic and analytic
divisions. If the statements are not in agreement
with the books, an explanatory appendix should be
added to the report, if it is not practicable to make

Address delivered at the commencement
exercises at the Oklahoma School of Ac
countancy, Tulsa, Oklahoma, June 21,
1926.
The speaker opened his address by saying that the
demand for services of qualified accountants is daily
becoming more pronounced. He considered it
advisable for a beginner to serve an apprenticeship
in a large city before attempting to establish a
practice in his home town. The speaker enumer
ated personal qualities which are invaluable in the
practice of accountancy. An accountant should
value character over reputation, evidence over
testimony, specific information over generalities and
pride of accomplishment over compensation. He
should be independent but not arrogant and cer
tainly not pusillanimous. A capacity for logical
analysis is a requisite of the professional accountant,
according to the speaker. Although a thorough
knowledge of the fundamental principles of ac
counting theory is absolutely necessary it is some
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adjustment entries before releasing the report. Any
intelligent reader should be able to learn from the
report what the earning power of each department of
the concern was, the amount of surplus available for
dividends, the book equity (or net worth) as a going
concern or as a liquidating concern. Care should be
used that a balance-sheet issued for one purpose be
not exploited for another. If the balance-sheet is to
have a limited use it should bear a statement of the
limitations with qualifications or reservations. Mr.
Humphreys said that public accountants are some
times required to act as advisors in the systema
tizing of accounts and office procedure and he out
lined generally the manner of organizing personnel
so that responsibility may be definitely assigned for
the discharge of each function.

through the accounting and statistical staff of the
organization itself. In such a case the accountant
need not comment in detail on the work done during
the audit since the executives are probably familiar
with audit procedure. Whatever kind of certificate
is given, however, it should contain a definite state
ment of the work done and in it the auditor should
assume a definite responsibility in certifying to the
condition of the business. Often upon careful
reading a certificate is found to have little meaning
and to assume practically no responsibility con
cerning the firm’s financial condition. The writer
comments with approval upon the work of the com
mittee on cooperation with bankers of the American
Institute of Accountants in collaboration with the
Robert Morris Associates in improving the form of
certificates attached by accountants to balancesheets. The writer gives examples of the certificates
collected by these committees and points out the
deficiencies in them. He says that an auditor should
examine the accounts sufficiently to be sure whether
or not the statement to which he is certifying fairly
presents the financial condition of the business under
audit, and that the certificate should be worded so
that it will leave no question as to what has been
accomplished by the accountant or what the real
condition of the business is. The writer says that
it is encouraging to note that prominent firms are
taking increasing care in giving certificates of clear
statement and exact meaning.
When a more detailed report is given by the
auditor it should be limited to essential facts which
are especially desirable to bring to the attention of
the clients. The determination of which things are
important is not subject to arbitrary rule, however,
for their importance depends upon conditions pecu
liar to each business. The judgment of the auditor
must be exercised in selecting items which shall be
included in the report and he should remember that
the primary purpose of the report is to throw light
on its subject matter. The size of a business and
the familiarity of its executives with the practice
and methods of professional accountants determine
somewhat the length of the report and the amount
of detail to be included in it. Audits of large
organizations will ordinarily be less detailed than in
small businesses which usually do not possess as
highly developed internal accounting safeguards as
the former. The writer says that an auditor should
give his opinion on matters arising from his work
without fear of incurring responsibility. It is easy
to ignore problems which may arise, but in all cases
where the object of the work is not confined to the
certification of accounts, expression of expert
opinion on a single point may easily be of more
worth to the client than all the rest of the audit.
The audit report is divided into two general sections:
the text of the report and the exhibits and schedules.
The text or discussion is further divided into rather
definite parts so that the audit report assumes a
somewhat formal style and follows a more or less
prescribed form in all cases. This form is not
arbitrary, however, and no intelligent auditor should
hesitate to make departures from it when they seem
desirable.
The writer divides the subject of audit reports
into five sections, as follows: (1) the preliminary
statement, (2) the results from operations, (3) the
changes in financial position, (4) the balance-sheet,
(5) general comments.

J. HUGH JACKSON—“ AUDIT CERTIFICATES
AND REPORTS”

Article published in The Accounting
Review , September, 1926.
The writer opens his discussion by referring to
comments of prominent accountants regarding the
importance of annual and periodical audits and says
that the constructive audit is, and probably will
continue to be, an important part of the public
accountant's work. However, to make auditing
effective it is necessary not only for the auditor to
complete his assignment satisfactorily, but also to
present the results of his work in the most intelligent
and forceful manner. At the completion of an
audit, the auditor renders either a report on his
work or a certified balance-sheet, or both. The
certified balance-sheet is usually for presentation to
bankers and stockholders, whereas the report is
generally for the information and guidance of those
who are actively managing the business.
When only a certified balance-sheet is submitted
to a client it will generally include both a balancesheet and related profit-and-loss statement. Oc
casionally the balance-sheet alone is submitted. In
either case the certificate of the auditor is almost
always appended. This certificate should state (a)
that he has made an examination of the books and
accounts of the company named in the certificate,
(b) that his audit is for a specific period or as of a
given date, and (c) that he certifies that, in his
opinion, the balance-sheet as presented, though
possibly subject to certain qualifications, fairly and
correctly states the financial position of the business
as of the given date. This is known as a short
certificate and the writer gives an illustration of this
type.
It is also common for an auditor briefly to describe
in his certificate the important points in the verifica
tion of the various assets and liabilities. This type
of certificate, which must also contain all the ele
ments of a short certificate, is known as a long or
descriptive certificate and an illustration of this
kind is also given by the author. In the case of
large and nationally known organizations it is
customary for the auditor to submit only a certified
balance-sheet as a result of his periodic audit,
primarily for presentation to stockholders, bankers
and credit agencies. The statistics and detailed
information which might be presented by an auditor
probably are already available to the management
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The preliminary statement following the saluta
tion will vary according to different instructions
received from different clients. It will usually
include a brief statement of what has been done and
of the purpose of the report. This statement may
be followed by a more or less detailed account of the
scope of the examination, a list of exhibits attached
to the report, or other facts which may assist the
reader in visualizing what the auditor has done.
The extent of the auditor’s work may also be men
tioned in this statement and any curtailment of his
investigation may properly be indicated here.
According to the writer, it appears that the legal
liability of auditors will soon be fixed by the courts
and because of the uncertainty existing at present
it is only just that the auditor should protect himself
from misunderstanding by calling attention to
limitations upon the examination of the accounts
which might have caused a failure to detect some
irregularities. The auditor may then proceed to
comment upon the important developments during
the year. The main purpose of the first section of
the report is to give a general view of what has taken
place in the audit and the important things which it
has disclosed.
The results from operations are commonly the
subject of the second section of the report. This
may consist first of a general statement of the net
profits of the year and may be amplified by as much
detail as seems desirable. The general statement
may well be followed by a comparative summary
which will show for the two most recent years such
items as net sales, cost of sales, gross profits, selling
and administrative expenses, disposition of net
profits, etc. It may also be interesting to analyze
the increase or decrease in the year’s profits com
pared with previous periods. It is also common and
often desirable to include in this section certain
statistical and operating data which may aid in
interpreting and understanding the financial figures
presented. The writer gives illustrations of the
points mentioned.
Following the second section the changes in
financial position should be discussed; that is, a
statement showing the resources provided during
the year and the disposition which has been made of
such amounts. Usually this section is reserved for
statements setting forth the resources from all
sources provided during the year and the disposition
thereof, and comparative summaries of current
assets and current liabilities. Examples of the form
in which these matters may be presented are given
by the author. If desired, the statements may be
accompanied by comments.
The fourth section of the report usually consists of
discussion of the balance-sheet and it is the general
practice to comment upon the items in the order in
which they appear in the balance-sheet. It is not
necessary to comment upon each balance-sheet item.
A brief summary of the company's investment in
land, buildings, tools, dies, and other productive
property, of the reserve for depreciation, and of the
patents, goodwill and going value is often given first
in tabular form. This is followed by a brief review
of the larger expenditures of the period. Comments
are made upon the adequacy of the depreciation
reserves, changes in, or the make-up of, the intangible-asset accounts, findings regarding appraisal
valuations, and similar things of importance to those
interested in the business. Obviously the circum

stances of each case must determine largely what
each report shall contain with reference to such
items. Comments on investments generally relate
to the content of the account, perhaps with com
parative figures for two or more balance-sheet dates.
The methods of verifying investments may also be
mentioned. Inventories are frequently touched
upon. The report should definitely set forth their
basis of valuation, the date when physical inventories
were taken, what book adjustments were necessary
and the extent of the auditor's verification. Re
serves for market fluctuations, for inter-company
profits not realized, for losses on purchase commit
ments, and similar matters should be commented
upon as necessary. Only matters of first impor
tance should be included and considerable care
should be exercised to avoid making this part of the
report stereotyped and mechanical.
The fifth section of the report may be used for
special comments, criticisms or recommendations
concerning the accounting methods in use in the
client’s organization, or concerning other conditions
which are sufficiently important to bring to the
attention of the client. It also often includes a
complimentary closing statement.
Practically without exception the balance-sheet
prepared for certification and the income statement
for the year ended as of the balance-sheet date will
be appended to the audit report. Often in addition
to these statements such exhibits as the following
will be included: (a) comparative balance-sheets for
a period of years, arranged in columnar form, (b)
comparative income statements paralleling the
above, (c) statements of manufacturing operations,
showing the cost of products made and of goods sold
during the year under review, (d) statements of
production (units), ratios of gross profits to sales,
selling and administrative expenses to sales, etc.,
provided that these are not included in the text of
the report, (e) summary of investment in property
and plant, including depreciation reserves, increases
in book figures through appraisal, and any other
matters directly affecting the property values.
The value of an auditor’s work depends largely
upon his ability to present clearly and concisely the
results of the audit. Briefness and clearness in
presenting facts are to be desired. The writer lays
down several general rules of composition in reports
which may facilitate the accomplishment of this
purpose. The tone of the report should be friendly,
but should show unmistakably that the auditor is
interested primarily in presenting the exact truth.
Dignity and impersonality of tone are to be con
tinually sought. The writer then discusses the
mechanics of the report, mentioning several methods
of compilation and binding and other matters
regarding the physical form of presentation.

GEORGE O. MAY—“ DOUBLE TAXATION”

Article published in Foreign Affairs,
October, 1926.
Double taxation is a subject which has increased
greatly in importance as a result of the war, says the
writer. Its importance is due partly to higher rates
of taxation and also to the change in the fiscal situa
tion of the leading countries as a result of the war.
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Nations which were supplying their own capital and
which even had surplus for investment abroad have
become borrowers. Others have been virtually
compelled to invest abroad. The United States
could hardly maintain its policies of restriction of
imports through high tariff, exportation of surplus
food products, collection of foreign government debts
and the building up of a merchant marine, without
making foreign investments to balance the inter
national account. Lack of confidence in domestic
finance, depreciation of currencies and the splitting-up of former kingdoms into separate nations
economically interdependent are also responsible for
the significance of the subject of double taxation.
Income and inheritance taxes chiefly involve the
problem of double taxation. A committee ap
pointed by the league of nations to investigate the
subject has submitted memoranda and has as
sembled technical experts with a view to drafting
conventions for the purpose of giving effect to prin
ciples agreed upon as a result of the exhaustive
survey of the problem.
Double taxation of income arises because a tax
may be levied either where income arises or where the
recipient resides. In our own legislation both
principles are applied. The English income tax
taxes the income of non-residents derived from Eng
lish sources. The ultimate disposition of the burden
of a tax on income derived from domestic sources,
levied upon non-residents, has been the subject of
study. A country seeking to borrow capital from
abroad is likely to receive the burden of a tax levied
on the interest from the loan secured. However,
where foreign capital is seeking to exploit the re
sources of another country, the tax on the income
which that capital earns is not likely to be passed on.
As a logical consequence countries whose natural
resources are large in proportion to the foreign
interests of their residents are inclined to stress
taxation according to the source of income, while the
great capitalistic countries insist upon the principle
of taxation according to residence. The technical
experts in the league’s investigation distinguished
between taxation independent of the taxpayer’s
status and taxes determined by such status, that is,
between personal and impersonal taxes. They sug
gested that an impersonal tax should be levied only
in the country containing the source of income and a
personal tax only in the country where the recipient
of the income is domiciled. As a general thing taxes
at progressive rates are regarded as personal taxes,
according to the experts. Acceptance of this prin
ciple would mean that no state would levy surtaxes
on non-residents on income derived from sources
within the state, either with a reference to their total
income from all sources or with reference to their
total income from sources within the state. Both
America and Great Britain, says the writer, at
present attempt to levy surtaxes on non-resident
aliens on the basis of their total income from sources
within the taxing country. Administrative difficul
ties of collection are great and the ease with which
the taxpayer may interpose a foreign corporation
under his ownership and control between the source
of income and himself make the collection of such
tax so difficult as to be almost impracticable. The
expressions of the experts imply, says the writer, that
no state should levy on the profits of an enterprise
owned by non-residents taxes computed at progres

sive rates even if the scale were established entirely
without regard to the status of the owner. British
law assumes that ability to pay, the broad justifica
tion of the progressive income-tax system, is a purely
individual matter and with regard to income taxes
from corporations, the system of relief is so arranged
that if the income of a corporation were wholly dis
tributed and each shareholder’s income were never
theless below the exemption limit, the shareholders
in the aggregate would be entitled to recover an
amount of tax equal to the tax payable in the first
instance by the corporation. The principles of
American legislation entail the taxation of corpora
tions as separate entities and apply the principle
of ability to pay through a scale of graduated
taxes without regard to the status of their share
holders.
The league’s investigation included formation of
rules for determining sources of income and the rules
laid down are substantially similar to those in our
own federal legislation. The writer says that the
resolutions of the experts did not deal with inheri
tance taxes at length, but indicated that the rules
for income taxes were applicable to them.
The writer proceeds to discuss the question of
double taxation within Great Britain and the
United States and says that in our own federal
practice provisions have sometimes been liberal
and occasionally prodigal. Sometimes allowances
have been excessive. For instance, under the
1918 law a citizen resident in the United States
could deduct from his income tax all taxes paid
to foreign countries on his income from sources
therein, even though such taxes exceeded the
domestic tax on the foreign income in question.
Several other illustrations are given by the writer.
He comments with approval upon the granting in
1921 of exemption from United States income taxa
tion to foreign shipping on a basis of reciprocity
which involved a sacrifice by the treasury, but will
be productive of gain to our shipping interests.
Exemption of non-residents from surtax might be
granted on a reciprocal basis, says the writer, and
similar treatment might be applied to other ac
tivities than shipping. This is probably the
proper method of obtaining relief from double tax
ation.
The writer says that in the United States there is
room for improvement in the field of inheritance
taxes by the individual states. Excessive taxes on
inheritance are imposed by different states which
base the tax on residence of owner, citizenship of
owner, custody of shares of stock, residence of cor
poration whose stock is involved, place where
property is owned by this corporation, etc. In some
cases the actual amount of all these taxes may
exceed 100 per cent. of the value of the stock, but
the expense, delay and inconvenience involved by the
heir is even a more serious burden. Steps have been
taken, however, to improve the situation and the
federal tax law of 1926, and decisions of the supreme
court indicate signal advance in this field.
The writer concludes his article by calling atten
tion to the fact that double taxation is largely due to
the unexampled difficulties in government finances
following the world war. He says that the United
States, because of its prosperity and its increasing
foreign investments, should be the leader in adopting
liberal policies in this field.
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costs can gauge his prices to meet existing competi
tion and still make a reasonable profit. The writer
says that there are sixty items of expense in the
operation of a modern cleaning and dyeing plant
and that the cost of each department should be ac
curately determined if a proportion between ex
penses and profits is to be maintained. Proper
accounting permits a comparison of results by
months and years which indicates whether the
business is improving or deteriorating. Construc
tive accounting applied to a cleaning and dyeing
industry means correct information obtained at the
lowest cost. It is important that the true status of
financial condition be known at all times. Accord
ing to the writer, the correct system of accounts will
show: (1) the amount of business done each day,
week, month or year, or for any period that the
concern has been in business; (2) the cost of doing
that amount of business, and a comparison of cost
data for different periods; (3) the exact amount of
profit resulting from the business done; (4) the
amount of money due from customers at all times;
(5) the amount of money due to creditors at any
time that information may be needed; (6) the
amount of materials and supplies on hand at all
times, and the amount of materials and supplies
consumed each week; (7) the standing of the busi
ness as expressed by a statement of assets, liabilities
and capital.

SAM UEL N EW BERG ER— “ ACCOUNTING
FOR CLEANERS A N D DYERS ”

Article published in The National Cleaner

and Dyer , June, 1926.

The writer says that the cleaner and dyer formerly
was not greatly concerned with strict efficiency in
the operation of his plant. However, following the
rise in prices of material, equipment and wages it is
incumbent upon the cleaners and dyers to adopt
more rigid accounting methods in order that the
utmost economy may be practised to avoid a de
crease in profits. Comparatively few cleaning and
dyeing plants have an adequate bookkeeping sys
tem, and the writer compares the deficiencies in this
field with the scientific methods of accounting em
ployed in most other modern businesses. In some
cleaning and dyeing plants the executives or mem
bers of the firm spend a great deal of time in keeping
the books instead of installing a proper system of
accounting and hiring a bookkeeper at a cost which
would below compared with the present method. The
time of an executive is worth five to six times that of
a bookkeeper, and waste could be avoided by the
installation of a system of accounts that could be
controlled by a relatively inexpensive employee.
There is a great difference between knowing costs
and guessing at them. The man who knows his

COURT DECISIONS
After the passage of the 1918 act quoted
above the corporation filed an amended
return computing the tax from June 1 , 1917,
to January 1, 1918, on a cash basis and for
the five months of 1918 on an accrual basis,
claiming that this was authorized by the
act, since before January 1, 1918, income
could be computed under the previous acts
which permitted the cash basis. Section
212 (b) of the 1918 act required net income
to be computed on the basis of the taxpay
er’s annual accounting period in accordance
with the method regularly employed in
keeping the books when such period was a
fiscal year ending in 1918. Under this
section the government objected to the
corporation’s amended return and de
manded a tax for the fiscal year ending in
1918 on the accrual basis. The tax was
paid under protest and an action brought
by the corporation to recover.
It was held that the corporation could
not recover the tax. Otherwise the cor
poration would be exempted from taxation
on all accruals which were not paid during
the part of the fiscal year within the calen
dar year of 1917. The accrual basis which
was used for the first five months of 1917
should have been adhered to to prevent loss

Internal Revenue
Income tax. Change by taxpayer from
cash to accrual basis in middle of fiscal year.
Application of 1918 act to such change
occurring on January 1, 1918:—
The 1918 revenue act, section 205 (a),
provided that if a taxpayer made a return
for a fiscal non-calendar year ending in 1918
his tax for the first taxable year should be
the sum of: “ ( 1) the same proportion of a
tax for the entire period computed under
title 1 of the revenue act of 1916 as amended
by the revenue act of 1917 and under title
1 of the revenue act of 1917, which the
portion of such period falling within the
calendar year 1917 is of the entire period,
and (2) the same proportion of a tax for
the entire period computed under this
title at the rates for the calendar year 1918
which the portion of such period falling
within the calendar year 1918 is of the
entire period. . . . ” A corporation’s fiscal
year began June 1 , 1917, and ended May 31,
1918. It kept its books on an accrual basis
and made a return for the period from
January 1, 1917 to May 31, 1917 on the
accrual basis. From June 1, 1917 to May
31, 1918 it made a return on a cash basis.
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of taxable income and to reflect the true
amount.
Barston & Co., Inc. v. Bowers, United
States district court, southern district of
New York, September 14, 1926.

A claim by United States against the
estate of a bankrupt for income taxes was
disallowed. The collector had assessed
additional taxes after the petition was
filed. The revenue agent who undertook
to examine the bankrupt’s books was given
Income tax. As to exemption of sum access to all the records of the bankrupt,
paid under direction of will for services as but he stated that inasmuch as there was
executor:—
such a volume of books, he was going to
A taxpayer sought to recover an amount base his report assessment on the amount
paid under protest as federal income tax and of sales according to the sales records.
the question was whether the amount was Claiming that books did not reveal the real
exempted under a proviso in a will relating income of the taxpayer, the tax was based
to plaintiff’s compensation as executor. upon the average net profits of those
The will directed that the executors should engaged in similar business, based on their
“receive in full payment for all commis gross annual sales. The court held that
sions and percentages . . . for acting as the government’s claim was properly dis
executors” the amount taxed and “ shall allowed. In the absence of a showing of
not be paid for acting as trustees except a extraordinary circumstances the govern
commission of 1%.” Plaintiff contended ment must base its assessment on facts and
that the amount was not taxable as income not on mere bookkeeping.
In re Sheinman , United States district
inasmuch as it was acquired by gift or
bequest, for the revenue act exempted from court, eastern district of Pennsylvania,
_____
its definition of taxable income the value of July 30, 1926.
property acquired by gift, bequest, devise
Income tax. Whether income paid in
or descent. Income derived “ from com
pensation for personal services of what Liberty bonds was exempt from taxation:—
A taxpayer sought the refund of an
ever kind and in whatever form paid” was
amount paid as an income and excesstaxable.
It was held that the income tax was profits tax. The amount taxed had been
rightly assessed, for the amount paid to received by him in the form of salary and
plaintiff as an executor constituted remun had been paid to him in Liberty bonds in
eration for his services as executor and lieu of cash. By an act of congress the
trustee and was not a separate gift or issue of the bonds in question had been
bequest to him. The compensation to exempted as to principal and interest from
plaintiff was fixed by the will without rel- all manner of taxation. The claimant
ation to any legacy or bequest to him. The contended that the privilege of exemption
will was not open to the implication that covered also the use of the bonds as salary
plaintiff was entitled to receive the speci and that therefore such income was not
fied compensation without performing the taxable.
It was held that the claimant was not
duties required of an executor and trustee.
The words “ received in full payment for all entitled to the refund demanded. The tax
commissions and percentages . . . for act was neither on interest paid on the bonds
ing as executor” and “ shall not be paid or on profits made on the purchase and sale
for acting as trustee . . .”, can not be of the bonds. The bonds were by express
regarded as a gift or bequest in the absence provision of the act of 1917 not a medium
of words or a declaration warranting such of exchange. What was taxed was not the
an inference or in the absence of circum bonds but claimant’s income, and the fact
stances indicative of such testamentary that the salary instead of being all paid in sointention.
called money was paid in Liberty bonds,
Ream v. Bowers , United States district did not bring such income within the exemp
court, southern district of New York, tion enjoyed by the bonds in respect to their
principal sum or the interest paid thereon.
September 10, 1926.
H itner v. Lederer, United States district
When government not permitted to as court, eastern district of Pennsylvania,
sess income tax on bookkeeping theory:— August 19, 1926.
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State income tax. Liability of corpo
rate stockholder to tax on stock dividend
arising from an appreciation in value of
the corporate asset:—
In 1920 a corporation issued a stock div
idend based solely upon an appreciation in
value of the corporate assets, none of which
were sold or leased. No part of the divi
dend was derived from profits or earnings
arising out of the operation of the corporate
business. The state constitution provided
that taxes should be levied upon such prop
erty as the legislature might prescribe and
might also be imposed on incomes. Stat
utes provided that income should include
all dividends derived from stocks and pro
vided that dividends should mean any dis
tribution by a corporation out of its earn
ings or profits. By an amendment of 1925
dividends issued upon an appreciation of
corporate assets were declared taxable.
A stockholder was taxed upon the stock
dividend above and the assessment was
confirmed by the county income-tax board
and the state tax commission. Upon cer
tiorari to the state supreme court, it was
held that the stock dividend was not thus
taxable to the stockholder. The state
statute requires the legislature to prescribe
taxable property and, by specifying divi
dends out of earnings or profits, the legis
lature does not impliedly make dividends
from appreciation in assets taxable. Weight
is lent to this conclusion by the 1925 amend
ment specifically taxing the second class of
dividend. State ex rel. Hansen v. Cary , su
preme court of Wisconsin, October 12, 1926.
Bankruptcy
Partnership. Power of partner to have
firm adjudged a voluntary bankrupt with
out the consent of other partner:—
A partner filed a petition asking that he

and the partnership be adjudged bankrupt,
alleging that the partnership and petitioner
were willing to surrender its and his prop
erty for the benefit of creditors. The
other partner of the first moved to dismiss
the petition for voluntary adjudication of
the partnership on the ground that as to
himself or the firm it was filed without his
knowledge or consent.
The court held that the petition for
adjudication of the partnership should be
dismissed. The filing of a voluntary peti
tion in bankruptcy is, as against the part
ners individually, equivalent to a general
assignment of the partnership property
for the benefit of the creditors; it amounts
to a confession of judgment as to the debts
placed upon the schedules, puts an end to
the partnership and involves the individual
estates of the partners under their solitary
liability as such. No one partner can
legally take such a drastic step without the
consent and over the objection of the others.
Under the bankruptcy act of 1898, para
graph H of section 5, providing that “ In
the event of one or more but not all of the
members of a partnership being adjudged
bankrupt, the partnership property shall
not be administered in bankruptcy, unless
by consent of the partner or partners in
adjudged bankrupt; . .",
the bankruptcy
of a partner does not necessarily draw into
the jurisdiction of the bankruptcy court the
partnership affairs without the consent of
the other partners. To obtain such juris
diction it would be necessary either that all
the partners joined in the petition or that
they all consented thereto or that it be
impossible to join them or obtain their
consent.
In re York, et al, United States district
court, northern district of Texas, Fort
Worth division, September 20, 1926.

HERE AND THERE
Announcement has been made of the
dissolution of the firm of Courter, Rhyne
& Shenton, incident to the retirement from
public practice of William A. Shenton, and
of the formation of a new partnership under
the firm name of Courter & Rhyne, which
will continue the practice of the old firm at
30 Church street, New York.

James A. Gross and Joseph A. Sweeney
announce the formation of a partnership
with offices at 801-3 First National Bank
building, Tampa, Florida.
The following paragraphs report the
public-service activities of members and
associates of the Institute:
14
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Andrew H. Blass of Pittsburgh delivered
an address entitled “Cost nomenclature”
before the Pittsburgh chapter of the Na
tional Association of Cost Accountants,
September 15th. An article called “ Pub
licity of corporate affairs,” by Mr. Blass, ap
peared in the Pittsburgh Accountant for
October.
_____
Reynold E. Blight, Los Angeles, delivered
the following addresses during August,
September and October: “ Trends of his
tory,” before eight meetings of different
organizations; “ Profits and profit making,”
before the Altrurian club; “Meaning of
progress,” before members of the First
Methodist Episcopal Church of Santa
Barbara; “ Social value of fraternities,” at
the laying of the cornerstone of a masonic
temple; “ Importance of today,” at the
Royal Arch banquet; “ Scholarship rally,”
before the Belmont High School; “Value
of friendship,” at the Grand Lodge of
Masons of California; “ Taxation,” before
the Public School Protective League;
“ Civic duty,” before the Hy. S. Orme
Lodge banquet. The organizations men
tioned are in nine different cities of
California.
_____
Sidney S. Bourgeois Jr., New Orleans, has
written an article on “ The interpretation
of facts obtained in an audit,” which ap
peared in the Times-Picayune for August
26th.
_____
A. C. Brude, Virginia, Minnesota, spoke
on “ Mechanical features of typewritten
statements” at a meeting of the North
eastern Minnesota Educational Association,
October 8 th.
_____
The Magazine of Western Finance for
October, 1926, contains an article called
“ Problems in estate and inheritance taxes,”
by J. R. Carter, San Francisco.

August and September: “ Integrity of busi
ness,” before the Advertising club of Den
ver; “ Service clubs and community build
ing,” before the Kiwanis club, High Twelve
club, Cooperative club and the Optimists
club; “ Vision,” before the National Mort
gage and Discount Corporation; “ Loyalty,
at the annual banquet of the Denver Line
and Stock Exchange; “ Colorado and her
public utilities,” at the annual convention
of the Colorado Public Service Association
and the National Electric Light Association,
and “ Chamber of commerce functions,”
before the Commercial club. Mr. Crane
also wrote an article on “ Denver in 1976?”
which was published in Denver.
H. C. Daines of Chicago spoke over the
radio through station WLS in June, 1926,
on “ The use of records and standards in
business administration.”
At the Stamford, Connecticut, chamber
of commerce meeting, September 20th, J.
Pryse Goodwin, New York, spoke on
arbitration.
Abraham Greenspan has been admitted
to the bar of the commonwealth of Massa
chusetts.
An address called “ Depreciation of
estates and the value of life insurance in
absorbing shrinkages” was delivered by
Joel Hunter of Atlanta at a meeting of the
Life Underwriters Association of Atlanta,
June 24th. Mr. Hunter also spoke on
October 7th before the Georgia Hotel
Association on “ Essentials of a hotel ac
counting system.” Mr. Hunter is serving
as chairman of the Atlanta League of
Women Voters committee formed for the
purpose of increasing local registration.
George K. Hyslop prepared a memoran
dum on Professor Ripley’s article called
“Stop, look, listen,” which appeared in
the Atlantic Monthly for September. The
contents of Mr. Hyslop’s memorandum
were mentioned in the New York Herald Tribune of October 10th.

W. B. Castenholz, Chicago, delivered an
address on “ The advantages of uniform
cost accounting” before the International
Association of Milk Dealers, in Detroit,
October 8th. An article by Mr. Casten
holz on “ Defects in the monthly profit-andloss statement” appeared in the June num
ber of The Accounting Review.

J. Hugh Jackson, at present at Stanford
University, California, has written an article
called “ Present tendencies in commercial
education,” published in the June number

R. M. Crane of Denver delivered the
following addresses during June, July,
15
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of The Accounting Review. Mr. Jackson was campaign to obtain subscriptions for the
co-author with T. H. Sanders and A. H. Young Women’s Christian Association.
Sproul of a second-year-course text entitled Fifty businesses, professions and trades are
Bookkeeping and Business Knowledge, pub represented in the campaign.
lished by Ginn & Co. in August. At a
meeting of the San Francisco chapter of the
At the 19th annual convention of the
National Association of Cost Accountants, National Association of Building Owners
October 25th, Mr. Jackson spoke on and Managers, an address entitled “ Budget
“ Cost accounting and the auditor.”
making and cost analysis for apartment
-------buildings” was delivered by Maurice E.
E. L. Koehler, Chicago, has written an Peloubet, New York.
article entitled “ Reorganization and the
income-tax law,” which was published in
Paul W. Pinkerton, Chicago, delivered an
the National Income Tax Magazine for May, address on “ The prevention of failures in
1926.
business,” before the Cincinnati chapter of
the Ohio Society of Certified Public Ac
W. E. Langdon, Columbus, served as one countants. Mr. Pinkerton has been made
of the judges of election at the annual elec chairman of the entertainment committee
tion of directors for the Columbus chamber of the Executives’ club of Chicago and also
of commerce.
chairman of the alumni building committee,
Morgan Park Military Academy, Chicago.
John T. Madden, New York, spoke on
“ The balance-sheet of the profession” at a
The Private School News for October,
meeting of the Society of Certified Public
Accountants of New Jersey, October 19th. 1926, contains an article by Clarence B. E.
Mr. Madden also delivered addresses on Rosen, Boston, on private-school account
“ The accountant and the industry,” before ing. This article is the first of a series of
the National Electric Light Association, seven which are to appear in succeeding
October 21st; “ The case of the public numbers of the publication.
utilities,” before the Rotary club of New
York, October 28th; and “Some thoughts on
Theodore I. Schneider, New York, is
present conditions in accountancy,” before conducting a post-graduate class at New
the Pace Alumni Association, October 9th. York University, on the subject, “ Budget in
the needle industry.” The Women's A p 
George O. May, New York, has written a parel Merchant Magazine of June and July
definition of cost accounting for the thir contain articles by Mr. Schneider on
teenth edition of the Encyclopedia Britan- “ Practical bookkeeping suggestions for
jobbers and contractors in the needle
nica, which has recently been published.
trade,” and the August, September and
October issues of the same magazine in
Samuel Newberger, New York, delivered cluded answers by Mr. Schneider to
an address on “ How to increase profits by accounting questions.
reducing costs,” before the Staten Island
Land Owners Association, September 30th.
At a meeting of the New York chapter
The following articles by Mr. Newberger
have appeared in the October issues of the of the National Association of Cost Ac
magazines mentioned: “ How to get the countants, September 14th, Charles H.
most out of your cleaning and dyeing,” Towns, New York, led a discussion on an
Cleaners' and Dyers' Review; “ How to article by William Z. Ripley called “ Stop,
increase your profits in the linen supply look, listen,” published in the Atlantic
business,” Linen Supply News; “ Impor Monthly for September.
tance of accurate records,” Laundryman's
Guide.
Urban F. von Rosen delivered the address
of welcome at a meeting of the American
Homer S. Pace, New York, is acting as Railway Officers’ Association in Cleveland,
chairman of the accountants’ division in a October 4th.
16

BULLETIN
OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS
135 CEDAR STREET, NEW YORK, N. Y.
$1.00 PER ANNUM
15 CENTS A COPY

DECEMBER 15, 1926

SERIES B, N o. 32

Board of Examiners
In Minneapolis the Falls of Minnehaha are
The examinations of the American Insti found, and Lakes Nokomis, Harriet, Cal
tute of Accountants were held November houn and the Lake of the Isles are in the
18th and 19th. Twenty-nine states and heart of the city. The milling district,
one territory of the United States held their with St. Anthony Falls as the source of its
examinations on the same dates, using the power, and the state university in Minne
examination questions prepared by the apolis are of great interest to visitors.
In St. Paul, Como and Phalen Parks
Institute examiners. These states are
as follows: Alabama, Arizona, Arkansas, cluster about two pretty lakes. Summit
California, Colorado, Delaware, Florida, avenue (one of America’s most beautiful
Hawaii, Idaho, Illinois, Indiana, Iowa, residential streets), the famous State Capi
Kansas, Louisiana, Massachusetts, Minne tol building, the huge auditorium with its
sota, Mississippi, Missouri, Montana, Neb municipal organ concerts and a fine public
raska, Nevada, New Hampshire, New library attract a large share of attention
Mexico, North Dakota, Oregon, Rhode from tourists. Equidistant from the two
Island, Texas, Utah, Vermont and Wash cities is old Fort Snelling, now one of the
ington. The Institute examiners are now largest military posts in the northwest.
engaged in marking the papers and the It occupies a beautiful site at the junction
state boards will be advised of the results of the Minnesota and Mississippi Rivers.
Both the twin cities have tempting stores
about December 15th.
and shops, hotels and theaters. The
beautiful Mississippi River flows between
Annual Meeting in 1927
Accountants who attend the annual the cities, spanned by a series of fine bridges.
meeting of the Institute in Del Monte,
California, next September will have an J. E. Sterrett Resigns from Reparations
Commission
opportunity to visit many places of interest
and beauty in the western part of this
J. E. Sterrett, a member of the American
country. The Northern Pacific Railway Institute of Accountants and former presi
has courteously agreed to prepare a series of dent of the American Association of Public
brief articles for publication in the Bulletin Accountants, has resigned as transfer agent
describing the places of interest encountered of the reparations commission in order to
on the route through the scenic northwest return to the United States and resume the
along the Lewis and Clark trail. The first practice of accountancy. He expects to
of these items describes the important arrive in this country late in December.
attractions in Saint Paul and Minneapolis: S. Parker Gilbert, agent general for repara
In the twin cities of Minnesota the tions, in acknowledging Mr. Sterrett’s
sightseer should visit the remarkable park resignation, evidenced sincere appreciation
drives which wind among the beautiful of the assistance rendered by his colleague.
lakes of both Minneapolis and St. Paul. Much of the success of the Dawes plan has
Published Monthly by The Journal of Accountancy, Incorporated
Copyright 1926 by The Journal of Accountancy, Incorporated
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been attributed to Mr. Sterrett’s handling
of the problem of the transfer of reparations
payments without disrupting currency ex
change. He has received notice of the
award to him of the Order of Leopold, with
the rank of commander, by King Albert of
Belgium, in recognition of his services in the
restoration of sound economic conditions
in Europe.
Mr. Sterrett will be succeeded as transfer
agent by Pierre Jay, chairman of the board
of directors of the federal reserve bank of
New York.

T uesday, D ecember 28th, 2 p.

m.

General Topic: “ The teaching of accounting—its
purposes and methods.”
“ How can the instruction in accounting be made
more valuable to the profession of accoun
tancy?” Frank C. Belser.
“ What accounting knowledge ought the business
man to have? ” A. W. Douglas.
“ The place of accounting instruction in the com
merce curriculum,” Isidor Loeb, Washington
University.
“ The relation of business organization and ad
ministration to accounting instruction,” Howard
S. Noble, University of California, Southern
Branch.
“ What accounting instruction is primarily designed
to accomplish and how,” G. A. MacFarland,
University of Pennsylvania; E. I. Fjeld, Uni
versity of Colorado; O. R. Martin, University of
Nebraska; Leslie T. Tupy, University of Kan
sas; Sidney G. Winter, State University of
Iowa.
“ Accounting as taught at Antioch College,” Algo D.
Henderson, Antioch College.
“ The growth of instruction in accounting in Ameri
can colleges and universities since 1900,” Carl
E. Allen, University of Illinois.

Northern Ohio Chapter
A special meeting of the Northern Ohio
chapter of the American Institute of Ac
countants was held December 6th at the
Hotel Cleveland, Cleveland. H. E. Mur
ray, president of the chapter, presided. At
the close of the dinner the chairman intro
duced W. P. Moonan, who rendered a re
port of the regional meeting of the Institute
held at Pittsburgh, November 20th. Fol
lowing Mr. Moonan’s report the meeting
adopted a resolution that the Northern
Ohio chapter should support the plan of
holding a regional meeting of the Institute
in the midwest region in the spring of each
year.

Wednesday, D ecember 29th, 9 a . m.
General Topic: “ The proper treatment of distribu
tion costs.” Presentation of the subject, by
W. B. Castenholz.
“ Methods of fixing distribution costs,” J. R. Hilgert,
University of Illinois.
“ How the scientific treatment of distribution costs
will affect accounting statements and the con
cept of inventoriable value,” William A. Paton,
University of Michigan.
“ The theory in actual practice,” (speaker to be
announced later).
"The administration of income in public utilities,”
Paul C. Taylor, University of Kentucky.
“ The antecedents of double entry,” A. C. Littleton,
University of Illinois.

American Association of University
Instructors in Accounting
The eleventh annual meeting of the Amer
ican Association of University Instructors
in Accounting will be held at the Statler
hotel, St. Louis, Missouri, Tuesday and
Wednesday, December 28th and 29th.
The meeting is to be held in conjunction
with the American Economic Association.
A summary of the programme is as follows:

Wednesday, D ecember 29th, 2 p . m.
“ Some accounting and financial problems arising
out of North Dakota’s experiment in flour mill
operation,” Jacob B. Taylor, University of
North Dakota.
Paper (subject to be announce later), A. H. Rosenkamff, New York University.
Business session.

T u e s d a y , D e c e m b e r 2 8 th , 9 a . m .

“ Expressing preferences of preferred stock in finan
cial statements,” Harry Thom, Northwestern
University.
“ Some aspects of depreciation and depletion,”
R. G. H. Smails, Queen’s University.
“ Finding correct principles for public accounts,”
Lloyd Morey, University of Illinois.
“ Budget and forecasting programmes in their rela
tion to management,” Spurgeon Bell, Ohio
State University.
“ The similarities of accounting and statistical
methods,” C. Rufus Rorem, University of
Chicago.

Accountants’ Club of America, Inc.
The Accountants’ Club of America has
recently been organized as a purely social
organization for members of the accounting
profession. The club obtained its charter
May 11, 1926. Robert H. Montgomery
was elected temporary chairman of the
2
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board of governors named in the certificate
of incorporation.
During the last summer committees ap
pointed by Colonel Montgomery worked
upon the subjects of classification of mem
bership, initiation fees, duties, location of
club rooms, etc. Headquarters have now
been established in the Hotel Belmont,
New York. The officers and board of
directors of the club are as follows: Pres
ident, Robert H. Montgomery; vice-presi
dent, Arthur H. Carter; treasurer, Samuel
D. Leidesdorf; secretary, James F. Hughes;
governors: David Berdon, Arthur H. Car
ter, Frederick G. Colley, Robert E. Con
nolly, William O. Cutter, Frank G. DuBois,
Cecil D. Giles, Charles Hecht, Charles A.
Heiss, Henry A. Horne, James F. Hughes,
Orrin R. Judd, Joseph J. Klein, Martin
Kortjohn, Samuel D. Leidesdorf, John T.
Madden, Henry E. Mendes, Perley Morse,
Robert H. Montgomery, Homer S. Pace,
James L. Ridgway, Frederick M . Schaeberle,
Andrew Stewart, Philip J. Warner and
Daniel A. Young.
A house secretary and a stenographer
have been engaged.
The objects of the club are set forth in its
application for incorporation as follows:

municipal bodies, members of the judiciary,
attorneys and engineers, members of ac
countants, staffs, cost accountants, con
trollers and auditors. By a special resolu
tion adopted by the board of governors
applications from members of recognized
accountancy organizations may be ap
proved by officers of the club without being
referred to the admission committee, pro
vided that such applications are received
before January 15, 1927.
Accountants in Arbitration
Under date of November 11th, J. Pryse
Goodwin, chairman of the accountants’
committee of the American Arbitration
Association, sent a report to each member
of the committee outlining its accomplish
ments up to October 31, 1926. The report
shows that since September the account
ants’ committee has organized, elected
officers and adopted a plan of organization
and assignment of duties which were de
scribed in the Institute Bulletin of October,
1926. Speeches on arbitration have been
delivered before various organizations;
articles relative to the work of the Arbitra
tion Association have been printed in
accountancy publications. An invitation
has been extended to the American Associa
tion of University Instructors in Account
ing to join the group of national account
ancy organizations represented on the
accountants’ committee of the Arbitration
Association. Contributions have been
made for a study of arbitration in relation
to financial institutions to be undertaken
by the American Institute of Banking, a
section of the American Bankers Associa
tion, in collaboration with the American.
Arbitration Association and its accountants’
committee.

To establish, maintain and operate a club, readingroom and other accommodations for the use and
convenience of its members;
To promote social intercourse among its members;
To foster interchange of ideas to advance the science
of accountancy;
To encourage the development of a better under
standing of the relations of accountants with one
another as well as with other professions and the
business life of the community and nation;
To develop and cultivate among its members and
among members of other professions, a knowledge
of the proper purposes and functions of ac
countancy;
To provide for formal as well as informal lectures,
discussions, debates, conferences and by any other
means to disseminate among its members informa
tion and knowledge on accountancy and such
subjects that may be affiliated, bear on, pertain
to or that may be of value or interest in any way
to accountants.

American Mining Congress
The twenty-ninth annual convention of
the American Mining Congress was held
at the Hotel Mayflower, Washington, D. C.,
December 7th to 10th, 1926. The American
Institute of Accountants was represented
at the meeting by Theodore H. Sterling,
Walter A. Staub and Henry B. Fernald,
all of New York. Messrs. Fernald and
Staub are members of the general tax com
mittee of the American Mining Congress.

Provision has been made for four classes
of members, as follows: resident members,
non-resident members, life members and
honorary members. Membership is not
restricted to public accountants, but is
available to anyone interested in account
ing, including, among others, officers of
corporations, banks, governmental and
3
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The various sessions of the convention
were devoted to discussion of the following
subjects:

by several organizations and has since been
approved by many trade associations which
have recommended its use to their mem
bers. In January, 1925, a conference was
conducted in Washington, at which the
American Institute of Accountants was
represented, to discuss possible improve
ment in this standard form of invoice. A
facsimile of the form and a descriptive ar
ticle were published in the Institute Bulletin
of February, 1925.
It has been requested that the attention
of Institute members and associates be
again called to this matter in order that
accountants who are interested may obtain
full information regarding the standard
invoice form. Details will be given on
request by the National Association of
Purchasing Agents, Woolworth building,
New York.
English-Speaking Accountants in Paris
A quarterly meeting of the English-speaking accountants in Paris was held Novem
ber 10, 1926, at the Restaurant Drouant.
W. Ernest Seatree presided. A discussion
of taxation was participated in by many of
the members present. Plans for an annual
gathering resulted in a resolution that the
association should give its annual dinner
during the month of December.
Public Accountant Appointed Tax
Delegate
Governor Smith of New York state ap
pointed M. L. Seidman, a certified public
accountant, as a delegate to represent the
state at the nineteenth national tax con
ference held in Philadelphia, November
15th to 19th.
Accountancy Scholarship Awarded
James F. Welch, president of the state
board of accountancy of New Jersey, has
offered a scholarship through the Society
of Accounting Education to graduates of
New Jersey high schools. The scholarship
provides for tuition at the Pace Institute of
Accountancy. Austin E. Ganley of Pas
saic has been presented with the scholarship
this year.
Public Accountants in Buenos Aires
Doctor José Barrau has been elected t o
the presidency of the College of Doctors of
Economic Sciences and National Public

“ The state of the industry.”
“ Politics and natural resources.”
“ A unified labor programme.”
“ Stabilizing mineral production.”
“ Taxation.”
“ Elimination of waste through standardization.”

At the sessions devoted to discussion of
taxation Mr. Staub spoke on “ Waivers,
credits and refunds,” and Mr. Fernald
delivered an address on “ Discrimination
against corporations under present incometax rates.”
Hotel Accountants Association
The Hotel Accountants Association held
a meeting at the rooms of the Hotel Asso
ciation of New York City, November 16th.
Richard H. Browne, president of the asso
ciation, presided. The discussion was de
voted to the Uniform System of Accounts
for Hotels, in accordance with the associa
tion’s announced policy of using its meet
ings for explanatory and educational dis
cussion on the application of the various
sections of this recently issued manual.
Thomas E. Ross gave an interpretation of
the rooms department section of the uni
form system of accounts, and C. W.
Kramer spoke on how room earnings may
be controlled. The next meeting will be
held December 17th.
The Hotel Accountants Association is an
independent organization which originated
in the accountants’ committee of the Hotel
Association of New York City. The need
for a separate society of hotel accountants
became apparent during the work of prepar
ing the Uniform System of Accounts for
Hotels. The new association has the en
dorsement and support of the Hotel As
sociation, which has encouraged its mem
bers and their staffs to attend the monthly
meetings devoted to discussion of the uni
form system of accounts. A chapter of the
Hotel Accountants Association has re
cently been formed in Philadelphia and it
is expected that similar bodies will be organ
ized under the auspices of hotel associa
tions throughout the country.
National Standard Invoice Form
In 1921 a national standard invoice form
was prepared jointly and officially endorsed
4
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Luis Moreno; assistant treasurer, Jos é P.
Podestá; directors: Jos é C. Cat án, Italo L.
Grassi, D ívico A. Furnkorn, Ambrosio P.
Escalada, Luis Bianchi, Luis Ricci and
Alberto Gonzales Llanos.

Accountants in Buenos Aires, Argentina.
The other officers and directors are as fol
lows: vice-president, Miguel B. Del Priore;
secretary, Juan M. Eyherabide; assistant
secretary, Julio A. de la Pe ña; treasurer,

REGIONAL MEETING
A regional meeting of the American In ance-sheet in order to effect greater clarity.
stitute of Accountants was held at Pitts S. B. Congdon spoke on “ Accountants' cer
burgh, November 20, 1926, at the William tificates from the view point of the banker”
Penn hotel. Major C. M. Penfield of the and said that bankers are relying more and
American Arbitration Association spoke on more on certified statements prepared by
“ Arbitration and business efficiency.” He accountants. Mr. Congdon indicated that
briefly described the history and present he was in favor of a standard form of cer
status of arbitration in this country, and tificate and approved of cooperation between
narrated the work of the association. J. the Robert Morris Associates, Bankers
Pryse Goodwin, New York, chairman of the Credit Associations and professional ac
accountants’ committee of the association, countants.
discussed arbitration as a function of the
A banquet was served in the evening a t
public accountant. He said that account which the Hon. Joseph A. Richardson, as
ants are already acting as arbitrators in sistant United States attorney, acted as
many cases, and showed how members of toastmaster. William H. West, president
the profession may take part in arbitration of the American Institute of Accountants,
activities. Henry B. Fernald, New York, and F. H. Hurdman, acting secretary of the
delivered an address on “ Accountants’ Institute, were present. Mr. West spoke
certificates” at the afternoon session. He on the work of the Institute. P. S. Space,
said that he was generally in favor of stand delivered an address entitled “ Compensa
ardization of certificates, but expressed the tions” and the Rev. Homer A. Flint ad
belief that there can be no arbitrary rigid dressed the meeting on “ Stereotypes.”
form of certificate. He set forth the pur
This region includes Ohio, Indiana,
poses of the accountants’ certificate and Michigan, West Virginia, Western Penn
gave his opinion as to the best means of sylvania and New York. The Pittsburgh
accomplishing the desired results. Mr. meeting was arranged by the Pittsburgh
Fernald favored the use of the long certifi chapter of the Institute. The committee
cate in order to eliminate misunderstanding, in charge consisted of John W att, chairman,
and mentioned the fact that corporations A. J. Farber, O. G. Richter, J. E. Wilson
are beginning to adopt the descriptive bal and William A. Wood.

STATE LEGISLATION
Proposed Bill in Minnesota
Minnesota certified public accountants
and members of the Minnesota Association
of Public Accountants held meetings on
October 14th and 25th, respectively, at
which committees were appointed to study
and report on proposed accountancy legis
lation for Minnesota. These committees,
which were continuations of similar com
mittees previously appointed, consisted of
the following: appointed by the meeting of
the certified public accountants: Albert B.

Austin, William C. Bechert, H. C. J.
Peisch, Charles H. Preston, J. K. Raglan,
M. W. Stoffer and A. F. Wagner; appointed
by the Minnesota Association of Public
Accountants: John J. Bachman, Lyle W.
Hines, Neill McLaughlin, Walter Nold,
Edwin L. Pearson, J. J. Reighard and
Harold E. Sandahl. The two committees
jointly recommended a restrictive ac
countancy bill for consideration by the pub
lic accountants of Minnesota. At a gen
eral meeting of Minnesota accountants on
5
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same conditions that govern regular appointments.
Every member shall hold office until his successor is
appointed and qualified. No member of the board
shall be appointed to succeed himself.
Sec. 2. The board, being charged with the re
sponsibility for the administration of this act, shall
have power to design and use a seal, compel the
attendance of witnesses, administer oaths, take
testimony and receive proofs concerning all matters
within its jurisdiction. It shall formulate rules for
its guidance, not inconsistent with the provisions of
this act, and print the same for distribution. It shall
prescribe a standard of professional conduct and
formulate reasonable rules defining unethical practice
for public accountants: provided, however, that be
fore they are officially printed, as provided for in
section fourteen, a copy of the same and of any
changes or amendments which may be thereafter
proposed shall be mailed to every holder of a certifi
cate issued under the provisions of this act at least
sixty days prior to a date named, at which date an
open hearing shall be held by the board for the pur
pose of receiving and considering objections to any
of the suggested provisions. Every person practis
ing as a public accountant in the state, as described
in section eight, shall be governed and controlled by
the rules and standards thus adopted by the board.

December 4th the bill was considered
paragraph by paragraph and was adopted
after some changes. A committee of fifteen
men has been designated to review the draft
carefully and to assist its passage through
the legislature. The bill will be submitted
to counsel before it is formally presented.
An interesting feature is section 26, which
provides that a public accountant’s working
papers shall be the absolute property of
the accountant. The text of the proposed
law in its present form is as follows:
DRAFT OF PROPOSED RESTRICTIVE ACCOUNTANCY LAW

An act to establish the Minnesota state board of ac
countancy, to grant the board the usual and neces
sary administrative powers, to define a public
accountant, to define the status of a certified
public accountant, to prescribe conditions under
which firms and corporations may practise public
accounting, to provide for the granting and issuing
of certificates to accountants who qualify under
the provisions of this act, to provide for revoking
and canceling certificates so issued, to provide
an annual registration fee, to regulate the practice
of public accounting, to prohibit the practice
thereof by non-registered persons, to provide for
the employment of non-registered persons, to
provide a penalty for violations of its provisions
and to repeal all acts and parts of acts inconsistent
with the provisions thereof.

Sec. 3. The board shall annually elect one
of its members as chairman, one as vice-chairman,
and one as secretary-treasurer. It shall make an
annual report to the governor embodying therein a
statement of its receipts and disbursements and its
recommendations, if any, for new legislation. The
board shall have authority to retain legal counsel.
It shall keep all applications filed, all documents
under oath, a record of its proceedings, and shall
maintain a register of the names and addresses of all
persons applying for, and of those receiving, certifi
cates under this act, any of which, or a certified copy
thereof, shall be prima facie evidence of all matters
covered by them.

Be it enacted by the legislature of the state of Minnesota:

Section 1. Within sixty days after this act takes
effect, the governor shall appoint five citizens of the
United States who are residents of this state, who
shall constitute and serve as the Minnesota state
board of accountancy, hereinafter called the board.
All members of the board first appointed shall be
selected by the governor from certified public ac
countants holding certificates obtained in this state,
who have been practising as such in the state for at
least three years, one of whom shall be appointed for
a term ending July one, nineteen hundred twentyeight, one for a term ending July one, nineteen
hundred twenty-nine, one for a term ending July
one, nineteen hundred thirty, one for a term ending
July one, nineteen hundred thirty-one, and one for a
term ending July one, nineteen hundred thirty-two,
and, upon the expiration of each of said terms and of
each succeeding term, a member shall be appointed
for a term of five years. Each successor to these
five members shall be selected from certified public
accountants holding certificates obtained in this
state, who have been practising as such in this state
for at least three years. Each member of the board
shall receive a certificate of appointment from the
governor and, before entering upon his duties, he
shall file with the secretary of state the constitutional
oath of office. Any member of the board may be
removed by the governor for misconduct, incom
petency, or neglect of duty, but only after he has had
an opportunity to be heard in his own behalf. Any
vacancy that may occur for any cause shall be filled
by the governor for the unexpired term under the

Sec. 4. Three members shall constitute a quorum
at any meeting of the board for which a notice of
three days has been given by the chairman or
secretary. If less notice is given, four members
shall constitute a quorum. Examinations of ap
plicants for C. P. A. certificates shall be held at least
twice each year. The times and places for holding
said examinations shall be advertised at least three
consecutive days in daily newspapers published in
three different cities in this state, at least thirty days
prior to the dates of such examinations, and notices
of the same shall be mailed to all certificate holders
and to all applicants for certificates under this act.
The board may require an applicant to appear in
person to answer questions or produce evidence to
sustain facts which will determine whether the quali
fications of the applicant are as prescribed by this
act and the rules of the board.
Sec. 5. The board shall charge each applicant for
any certificate, except as provided in section eleven,
a fee of twenty-five dollars on the original appli
cation. The board shall charge a fee of $10 for
each application for re-examination. The fee shall
accompany the application, and must be paid into
the state treasury. The members of the board shall
receive as compensation for their services ten dollars
per day for the time spent, and the necessary ex
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penses incurred in the discharge of their duties as
such members. All bills for compensation and
expenses shall be acted upon in open meeting of the
board and referred to the state officials for payment
in the manner prescribed by law. All money paid
into the state treasury in any year in excess of ex
penditures shall be noted in the budget required by
the accounting system of the state.
Sec. 6. The board shall, in December of each
year, issue a registration card to any holder of a
C. P. A. certificate, or to any holder of a certificate of
authority, which card shall be good until December
thirty-first of the next succeeding year, charging
therefor a fee, fixed annually by the board, of not to
exceed $10 per year. A registration card shall also
be issued to any firm or corporation which has com
plied with the provisions of section twelve or section
thirteen, for which a fee fixed annually by the
board, but not to exceed $10, shall be charged.
Interim registrations shall be issued to individuals,
firms and corporations who have complied with the
provisions of this act within the year. Failure to
secure a registration card in any year shall not dis
qualify the holder of a certificate from securing a
card for a future year, if the certificate holder decides
to return to the practice of public accounting; and
shall not operate to revoke a C. P. A. certificate or
certificate of authority once issued, but shall remove
the holder thereof from those registered and author
ized to practise during such year. When registration
cards are secured after the annual register is issued,
such individuals shall not be subject to the penalty
prescribed in section twenty-one or section twentytwo provided the cards were secured prior to
charges having been preferred against such individ
uals that they were practising unlawfully.

science and practice of accounting, and as qualified to
render professional service therein as a public ac
countant for compensation; or
(b) Who maintains an office for the transaction of
business as a public accountant, or who, except as an
employee of a public accountant, practises account
ing, as distinguished from bookkeeping, for more
than one employer; or
(c) Who offers to prospective clients to perform
for compensation, or who does perform on behalf of
clients for compensation, professional services that
involve or require an audit or verification of financial
transactions and accounting records; or
(d) Who prepares or certifies for clients, reports of
audits, balance-sheets and other financial, account
ing and related schedules, exhibits, statements or
reports which are to be used for publication or for
credit purposes, or are to be filed with a court of law
or with any other governmental agency, or for any
other purpose; or
(e) Who, in general or as an incident to such work,
renders professional assistance to clients for compen
sation in any or all matters relating to accounting
procedure and the recording, presentation and certi
fication of financial facts.
Sec. 9. No person may legally practise in this
state as a certified public accountant or as a public
accountant, either in his or her own name, under an
assumed name, as a member of a firm, as an officer of
a corporation, or as an employee, except as provided
in section twenty-four, unless he or she shall have
been granted a certificate by the board and shall have
secured a registration card for the current year.
Sec. 10. Any person who has received from the
board a certificate of his qualifications to practise as
a certified public accountant, as hereinafter pro
shall be styled and known as a “ certified
Sec. 7. The board shall, in January of each year, vided,
public accountant” and no other person shall as
prepare a printed register which shall contain, fol sume
use such title or the abbreviation “ C. P. A.”
lowing a copy of this act, an alphabetical list of the or anytoother
words, letters or figures to indi
names, certificate numbers, business connections and cate that theword,
person using the same is a certified
addresses of all certified public accountants to whom public accountant.
The terms “ chartered ac
such registration cards have been issued for that countant” and “ certified
accountant” and the ab
year, and an alphabetical list of the names of the breviation “ C. A.,'' or any
other terms or letters
firms of certified public accountants to whom such tending to indicate special qualifications
account
registration cards have been issued for that year, ing are prohibited as being misleading to in
the public;
together with an alphabetical list of the names, except that holders of certificates as chartered
ac
certificate numbers, business connections and ad countants received from foreign countries or organi
dresses of all holders of certificates of authority to zations in foreign countries may be granted special
whom such registration cards have been issued for permission by the board to use the title “ chartered
that year. Such register shall be mailed to every accountant” in connection with reports rendered in
person listed therein, to every clerk of district court
cases. Any person who has received from the
and bank cashier in the state, and to such other per special
a certificate of authority, as hereinafter pro
sons or concerns as the board, in its discretion, may board
vided, shall be styled and known as a “ public ac
determine is for the public welfare. This register countant”
and no other person, other than a certified
shall contain, at the beginning, the following state public accountant,
assume to use such designa
ment: “ Any person receiving this list is requested to tion to indicate thatshall
such person is entitled to prac
send to the secretary of the Minnesota state board of tise as a public accountant,
and no public accountant
accountancy the name and address of any person, shall modify the title “ public
accountant,” or use
firm or corporation, known to be practising as a any initials, on cards, letterheads,
public accountant, whose name does not appear in or otherwise, in any manner, such asannouncements,
by using there
this register. The names of persons giving such with the words “ registered,” “ certificate,”
“ certi
information will not be divulged.”
fied,” so as to indicate thereby that he is a certified
Sec. 8. A person, either individually, or as a public accountant, or in any way specially qualified
member of a firm or corporation, shall be deemed to as the result of passing an examination in accounting.
be in practice as a public accountant, within the
Sec. 11. All persons practising individually or
meaning and intent of this act:
under an assumed name, and all firms, and all cor
(a)
Who holds himself or herself out to the public porations engaged in accounting in the state of
in any manner as one who is skilled in the knowledge, Minnesota, at the date of the passage of this act, and
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before an officer authorized to administer oaths:
“ I do solemnly swear (or affirm) that I will support
the constitution of the United States and the consti
tution of this state, and that I will faithfully perform
and discharge the duties of a certified public ac
countant (or public accountant) to the best of my
ability and in accordance with the law.”
Sec. 15. Individuals applying for a certificate as
a certified public accountant, or for a certificate of
authority, must be citizens of the United States, or
must have declared their intention of becoming such,
and reside within the state or have an office for the
regular transaction of business therein, and be over
the age of twenty-one years and of good moral
character. Applicants who have declared their
intention of becoming citizens and who pass the
examination shall be granted a certificate of author
ity valid, subject to the annual registration, for a
period of six years from the date of such declaration
of intention. When evidence is furnished the board
that citizenship is completed, the certificate of
authority shall be canceled by the board and a cer
tificate as a certified public accountant issued there
for. If evidence is not furnished within the required
time that citizenship is completed, the certificate
of authority shall be revoked and canceled; provided,
however, that the board shall have power to extend
the certificate of authority if a sufficient cause for
delay is shown.
Sec. 16. Applicants for a certificate as a certified
public accountant must have completed at least a
four-year high-school course of study or have re
ceived an equivalent education prior to the date of
application, the value of equivalents offered to be
determined by the board. Said applicants must
have had at least three years’ continuous practical
experience in public accounting preceding the date of
application, the sufficiency of the experience to be
judged by the board.
Sec. 17. The board shall issue a certificate as a
certified public accountant to each applicant who
passes a satisfactory written examination in theory
of accounts, practical accounting, auditing, commer
cial law affecting accountancy, and other related
subjects such as income-tax law, which the board
may deem it advisable to give, provided the applicant
has complied with the requirements of this act and
the rules of the board.
Sec. 18. The board may, in its discretion, issue a
certificate as a certified public accountant to any
applicant who holds a valid and unrevoked certificate
as a certified public accountant issued by or under
the authority of another state or political subdivi
sion of the United States, or who holds a valid and
unrevoked certificate as a chartered accountant or
its equivalent issued by or under the authority of a
foreign country, provided the applicant has com
plied with the requirements of this act and the rules
of the board, and (a) the original certificate was
secured as the result of an examination which in the
judgment of the board was the equivalent of the
standard established by it, or (b) the holder has been
maintaining an office for the practice of public ac
counting under the authority of such certificate for
a period of ten years. The board may revoke or
cancel any certificate issued under this section if the
original certificate, which served as the basis for the
issuance of a Minnesota certificate, is revoked or
canceled for cause.

intending to continue so to practise, must register
with the board, before January one, nineteen hundred
twenty-eight, giving the names and addresses of
every person practising as principal or under such
assumed name, the names and addresses of every
member of the firm, and the names and addresses of
every officer of the corporation, together with the
names and addresses of all persons in their employ in
the state at that date who hold C. P. A. certificates.
A charge of $5 shall be made for this registration.
Sec. 12. Any firm, every member and resident
manager of which is a certified public accountant,
after registering the firm name with the board may
use the designation “ certified public accountants”
in connection with the firm name. When firms so
registered secure annual registration cards, the name
of the firm shall be listed in the annual register to
gether with the names of the members and managers
thereof, resident in the state, with the designation
C. P. A. after each name, and the names of non-resident members who hold certificates issued by the
board may also be listed. All other firms may use
the designation “ public accountants” in connection
with the firm name. When firms so registered se
cure annual registration cards, the name of the firm
shall be listed in the annual register together with
the names of the members and managers thereof, resi
dent in the state, every certified public accountant
being indicated by the initials C. P. A., and the
names of non-resident members who hold certificates
issued by the board may also be listed. An assumed
name, in use prior to the passage of the act, may be
used the same as a firm name provided the individual
persons practising as principal under that name hold
certificates issued by the board and provided such
persons have complied with chapter 271 of the laws
of 1911, or any subsequent amendment thereof.
Sec. 13. Any corporation, organized under the
laws of this state, which was, under the authority
of its articles of incorporation and in accordance with
the laws of the state, practising public accounting,
as described in section eight, in the state at the date
of the passage of this act, may apply for a certificate
of authority to practise public accounting and the
board shall issue such certificate in accordance with
the provisions of this act. Such corporations may
use the designation “ public accountants” as defined
in section ten. When corporations so registered
secure annual registration cards, the names of the
corporations shall be listed in the annual register
together with the names of the president, secretary
and manager of its public accounting department,
every certified public accountant being indicated
by the initials “ C. P. A.” From and after the
passage of this act no corporation, except those in
practice at the passage of this act, shall be permitted
to practise public accounting.
Sec. 14. When the board shall have prescribed a
standard of professional conduct and shall have
formulated reasonable rules defining unethical prac
tice for public accountants, the same shall be printed
as part of the application blanks for both certifi
cates and registration cards and every applicant
for either a certificate or registration card shall
subscribe to the same when making application.
Before the board issues a certificate to any person
under this act, such person shall file with the board
the following oath or affirmation, which shall be taken
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Sec. 19. The board shall issue a certificate of
authority to practise as a public accountant to each
applicant before January one, nineteen hundred
twenty-eight, who furnishes satisfactory evidence
that he or she was maintaining an office in the state
for the practice of public accounting on his or her
own account at the date of the passage of this act,
and has been in continuous practice, during the
whole or a portion of the regular business hours of
each day, as a public accountant in the state since
that date, or, that he or she had been in responsible
charge of accounting engagements as an employed
member of the staff of a certified public accountant,
or of a public accountant, or of a firm of public ac
countants, or of a corporation practising public ac
counting in the state, for a period of at least four
years immediately prior to the passage of this act.
Sec. 20. The board shall require the same in
formation from each applicant for a certificate of
authority as it requires from an applicant for a
certificate as a certified public accountant. Appli
cants for certificates of authority shall comply with
the requirements of this act and the rules of the
board, in so far as they are applicable. No certifi
cate of authority shall be granted after January one,
nineteen hundred twenty-eight, except, as provided
in section fifteen, to persons who have passed an
examination as a certified public accountant and
who have not yet secured their full citizenship pa
pers. Certificates of authority confer the legal right
to practise as a public accountant but do not confer
any added title or designation.
Sec. 21. Any person:
(a) Who shall use any other term than certified
public accountant, or the abbreviation C. P. A., to
indicate that he or she is a public accountant with a
specially granted title; or
(b) Who shall announce by printed or written
statement that he or she holds membership in any
society, association or organization of professional
public accountants, unless such society, association
or organization has been officially recognized by the
board; or
(c) Who shall, when practising under an assumed
name, or as a member of a firm, or as an officer of a
corporation, announce, either in writing or by print
ing, that the assumed name, firm, or corporation is
practising as a certified public accountant; or
(d) Who shall, as a member of a firm, announce,
either in writing or by printing, that the firm is
practising as “ certified public accountants” unless
all members of the firm and the resident manager are
holders of valid and unrevoked certificates issued by
or under the authority of a state or other political
subdivision of the United States, and the firm is
registered with the board; or
(e) Who shall, as a member of a firm, announce,
either in writing or by printing, that the firm is
practising as "public accountants” unless all mem
bers and managers of the firm, resident in the state,
are holders of certificates granted by the board and
the firm is registered with the board; or
(f) Who shall, as an officer of a corporation, per
mit it to practise as a public accountant unless it is
registered with the board, has received a certificate
of authority from the board, and either the president,
secretary or manager of its public accounting de
partment is the holder of a certificate of authority or
as a certified public accountant; or

(g) Who holds himself or herself out to the public
as a certified public accountant or who assumes to
practise as a certified public accountant unless he or
she has received a certificate as such from the board;
or
(h) Who holds himself or herself out to the public
as a public accountant or who assumes to practise as
a public accountant unless he or she has received a
certificate of authority from the board; or
(i) Who shall practise as a certified public account
ant or as a public accountant after his or her certifi
cate has been revoked; or
(j) Who shall, as an individual or as a member of
a firm or as an officer of a corporation, practise or
permit the firm or corporation to practise as a certi
fied public accountant or as a public accountant
unless a registration card has been secured for the
current year; or
(k) Who shall sell, buy, give or obtain an alleged
certificate as a certified public accountant, or a
certificate of authority, or a registration card in any
other manner than is provided for by this act; or
(1) Who shall attempt to practise as a certified
public accountant or as a public accountant under
guise of a certificate not issued by this board, or under
cover of a certificate obtained illegally or fraudu
lently; or
(m) Who shall knowingly, incompetently, or with
gross negligence, certify to any false or fraudulent
report, exhibit, schedule or statement; or
(n) Who shall attempt by any subterfuge to evade
the provisions of this act while practising as a public
accountant; or
(o)
Who shall, as an individual, or as a member of
a firm or as an officer of a corporation, permit to be
announced by printed or written statement that any
report, certificate, exhibit, schedule or statement had
been prepared by a certified public accountant or by
a public accountant when the person who prepared
the same was not such certified public accountant or
public accountant;
Shall be deemed guilty of a misdemeanor, the
penalty for which shall be not more than five hundred
dollars for each offense, or imprisonment in the
county jail for a period not exceeding six months, or
by both such fine and imprisonment at the discretion
of the court.
Sec. 22. Any certificate or registration card issued
by the board may be revoked and canceled, or
suspended for a definite period, or the holder thereof
may be officially censured by the board after a public
hearing, for reasons indicated in section twenty-one,
or for unprofessional conduct, or for unethical
practice, or for any other sufficient cause, or the
board may direct that action at court be brought or
it may revoke, suspend, censure or institute action at
court: provided, that written notice shall have been
mailed to the holder of such certificate, at his lastknown address, at least thirty days before any hear
ing thereon, stating the charge which has been
preferred and appointing a time for a hearing by the
board. At all such hearings, the attorney general of
the state, or any assistant designated by him, shall be
present and represent the interests of the public.
The certificate holder and the board shall have the
right to be represented by counsel. No action of
said board, however, revoking or canceling or sus
pending such certificate or registration card, for any
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offense other than those enumerated in section
twenty-one upon which there shall have been a prior
conviction, unappealed from, shall be operative if the
person, firm or corporation whose certificate or
registration card shall have been so revoked, can
celed or suspended, shall file in the district court of
the county of which such person, firm or corporation
is a resident or maintains an office, a petition setting
forth the facts of such revoking, canceling or suspend
ing of such certificate or registration card, and pray
ing the court for a hearing on the charges preferred
against the holder of such certificate or registration
card, and praying for an order to show cause directed
against said board requiring said board to appear and
plead to said petition in the same manner as in actions
in equity in district courts. Said matters shall
thereupon proceed to hearing and decree the same as
in actions in equity in district courts. The burden
of proof of such charges shall be upon said board.
At all such hearings the attorney general of the
state, or an assistant designated by him, shall be
present and represent the interests of the public.
The costs of the prevailing party may be taxed as the
court may deem just and right under the circum
stances. If the prayer of such petition be granted,
the action and order of said board revoking, canceling
or suspending such certificate or registration card,
shall thereupon become void and of no effect. If the
prayer of said petition be denied, the action and
order of said board shall become valid, effective and
enforceable.
Sec. 23. The display of a card, sign, advertise
ment, or the issuance of a letterhead bearing a
person’s name as a practitioner of public accounting
as described in section eight, shall be presumptive
evidence by implication, in any hearing or prosecu
tion against such person, that the person whose
name is so carried thereon is responsible for the same
and that he or she is announcing himself or herself
thereby to practise public accounting. In any
hearing or prosecution under this act, the proof of a
single act prohibited by law shall be sufficient with
out proving a general course of conduct.
Sec. 24. Nothing contained in this act shall ap
ply to holders of state-granted C. P. A. certificates
from other states, or holders of chartered accountant
certificates or their equivalent granted by or in a
foreign country, who may be temporarily in this
state on professional business incident to their regu
lar practice in the states or country of their domicile,
but with neither residence nor office in this state.
Nothing contained in this act shall prevent the em
ployment by a certified public accountant, or by a
public accountant, or by a firm or corporation fur
nishing public accounting services as principal, of
non-registered persons to serve as accountants in
various capacities as needed: provided, that such
non-registered persons work under the control and
supervision of certified public accountants or ac
countants with certificates of authority: and pro

vided further, that they do not issue any state
ments or reports over their own names, except such
office reports as are customary: and provided further,
that such non-registered persons are not in any
manner held out to the public as public accountants
as described in section eight.
Nothing contained in this act shall imply that a
practising attorney, who, in connection with his
professional work, prepares reports or presents
records of a form or character usually prepared and
presented by accountants, has acted as a public
accountant within the meaning of this act as de
scribed in section eight. Nothing contained in this
act shall apply to any persons who may be employed
by more than one person, firm or corporation for the
purpose of keeping books, making trial balances or
statements, and preparing audits or reports, pro
vided such audits or reports are not used or issued as
having been prepared by a public accountant.
Sec. 25. The provisions of this act shall not be
construed to invalidate any certificates heretofore
granted under chapter 439, laws of 1909, or chapter
35, general statutes of 1913, sections 4962 to 4969,
except that all certificates issued under the provi
sions of those acts are hereby revoked and canceled
and the board is directed to issue to the holders
thereof, in exchange therefor, certificates as certified
public accountants under this act, making no charge
therefor.
Sec. 26. A public accountant’s or certified pub
lic accountant’s working papers shall be the absolute
property of the accountant, but a client shall have
the right to examine the working papers covering
any service rendered such client, provided, however,
that the accountant’s fees for all services in connec
tion with such papers are paid.
Sec. 27. In any receivership, trusteeship or com
position of creditors operating under the authority of
the courts of Minnesota, a public accountant, certi
fied public accountant, or firm of either class, shall
have a preferred claim for his, her or its fees for
services rendered the person, firm or corporation
which is the subject of the receivership, trusteeship,
or composition during a period of ninety days im
mediately prior to the date of the commencement of
such receivership, trusteeship or composition.
Sec. 28. Should the courts of this state or of the
United States declare any provision of this act un
constitutional, illegal or void, such decision shall not
invalidate any other provision of this act.
Sec. 29. During the fiscal years nineteen hundred
twenty-seven and nineteen hundred twenty-eight,
the state administrative board may authorize the
state board of accountancy to expend in connection
with the issuance of certificates of authority, registra
tion cards and the annual register amounts audited
by them not in excess of the receipts from such
certificates and registration cards.
Sec. 30. All acts or parts of acts in any wise
inconsistent herewith are hereby repealed.

Benedict & Miller, Oklahoma City, an
nounce the admission of Glenn J. Homan to
partnership in the firm.

Mucklow & Ford announce the removal
of their Jacksonville, Florida, office to
suite 815, Barnett National Bank building.
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NEWS OF LOCAL SOCIETIES
Connecticut Society of Certified Public
Accountants
At a meeting of the Connecticut Society
of Certified Public Accountants, October
16th, reported in the November issue of the
Bulletin , William H. Blodgett, state tax
commissioner, urged the desirability of
adopting a new and uniform system of
accounting for small Connecticut towns.
The society applauded the proposal and
pledged itself to support Mr. Blodgett in
the furtherance of the plan.
Subsequently, S. Earl Shook, president of
the society, appointed a committee to
confer with the commissioner upon this
subject. With Mr. Shook the members of
this committee are William Z. White,
vice-president; Henry Knust, secretary;
Herbert F. Seward, Charles F. Coates and
Leonard M. Troub. The appointment of
the committee was authorized by the board
of governors, and it will discuss the most
feasible manner in which the society may
cooperate in the establishment of the
suggested system of accounts. It is felt
that adoption of such a plan will effect
substantial economies in municipal ad
ministration.
A meeting of the Connecticut society was
held in New Haven, December 9th. Pro
fessor W. A. Sturges of Yale University
spoke on commercial arbitration and his
address was followed by discussion of the
subject which resulted in an endorsement
by the society of the principle of arbitration
of industrial disputes, and a resolution to
affiliate itself with the American Arbitration
Association.
Florida Society of Certified Public
Accountants
At a recent meeting of the Society of
Certified Public Accountants in Florida the
following officers were elected: Walter
Mucklow, president; John A. Hall, treas
urer; J. M. Jordan, secretary. After a
discussion of the programme for the en
suing winter it was decided that special
committees should be appointed in different
cities for the purpose of conferring with
credit managers of banks regarding reports
rendered and certificates given by account
ants. The first of these conferences has
been held and the interest shown was so

encouraging that it is hoped the programme
may be continued. Basic suggestions were
adopted and have been submitted to
members of the society with a request that
they conform thereto as soon as possible.

Georgia Society of Certified Public
Accountants
The annual meeting of the Georgia
Society of Certified Public Accountants was
held November 27th in Atlanta. The
following officers were elected: President,
G. S. Alexander; trustees: Joel Hunter,
L. L. Davis and C. R. Dawson. The
election of a secretary and a treasurer for
the society resulted in a tie and these
officers for the ensuing year have not yet
been announced.
Mrs. Alonzo Richardson addressed the
meeting on the subject of "Pioneer ac
counting days in Georgia”. Walter McElreath spoke on “ The awakened south” .
The retiring president, W. H. James, was
the presiding officer.
ATLANTA CHAPTER
At a recent meeting, the Atlanta chapter
of the Georgia Society of Certified Public
Accountants passed resolutions endorsing
the recent action of the Fulton County
grand jury in recommending that laws
regulating cotton brokerage in Georgia be
amended. The resolutions are as follows:
WHEREAS, the cotton mills and other business
interests of this state are being seriously handi
capped in the operation of their business on account
of the recent closing of all future quotations by the
brokerage houses, and
WHEREAS, they are being put to the incon
venience of securing these quotations over the long
distance telephone from points outside the state, and
WHEREAS, in the operation of mills it is neces
sary that hedges be made against sales for future
delivery to avoid taking undue chance on the future
prices of cotton, and
WHEREAS, we believe that the government
should aid and not hinder all legitimate enterprises,
IT IS RESOLVED, that we, the undersigned,
members of the Atlanta chapter of the Georgia
Society of Certified Public Accountants, endorse most
heartily the recommendation of the Fulton County
grand jury regarding brokerage business as expressed
in their presentments, and that copies of this resolu
tion be furnished the Atlanta papers.
(Signed) Edward Richardson, Lewis L. Davis,
Linton D. Baggs, Jr., J. T. Killebrew, Jas. L.
Respess, Thos. W. Noel, Oliver P. Allen, Wallace
M. Cumming, Thos. S. Respess, M. V. Larned,
W. C. Jackson, C. R. Dawson, W. R. Osbon, H.
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of the state board of accountancy and by
the rules and regulations prescribed by the
state society for its members. A brief
outline of the various functions of the
SAVANNAH CHAPTER
certified public accountant is also given,
The Savannah chapter of the Georgia comprising the ascertaining of financial
Society of Certified Public Accountants has condition, disclosure of fraud, assistance in
recently been organized and the following bankruptcy proceedings, installation of
officers have been elected: R. H. Eaton, accounting systems, financial investiga
chairman; R. L. Holland and J. T. McIver, tions, advice to management regarding
vice-chairmen; S. P. Driscoll, secretary and policy and participation in tax matters.
treasurer. The chairman has appointed a
Maryland Association of Certified
committee consisting of Henry F. Meyer,
Public Accountants
R. L. Holland and T. J. O’Brien, Jr., to
The November meeting of the Maryland
draft the necessary by-laws for the local
Association of Certified Public Accountants
chapter.
was held in the Hotel Belvedere, Baltimore,
Indiana Association of Certified Public November 9th. The meeting was given
Accountants
over to a demonstration of the National
The Indiana Association of Certified accounting machines through the courtesy
Public Accountants, through its public of the National Cash Register Company.
affairs committee, has issued the first of a About one hundred guests were present.
proposed series of bulletins for the informa Barney Wolf, the Baltimore agent of the
tion of the business public. This bulletin company, and G. G. Cole, in charge of the
is entitled “The banker, the balance-sheet accounting-machine division, lectured on
and the certified public accountant”, and the construction, operation and utilization
consists of a discussion of the balance-sheet of the machines. The manner in which
as a basis for credit extension. The such machines may be used in instalment
bulletin discusses evidences of financial houses and in savings banks was illustrated.
strength; points out common errors in
Massachusetts Society of Certified
balance-sheet presentation; describes the
Public Accountants
true meaning of the balance-sheet, and
presents a desirable form for the statement.
The November meeting of the Massa
The sources of evidence of character and chusetts Society of Certified Public Ac
ability available to a banker under modern countants was held at the chamber of
conditions are mentioned, and the purpose, commerce, Boston, November 22, 1926.
Franklin W. Ganse delivered an address
meaning and limitations of a certified
on “ How to minimize inheritance taxes.”
report are discussed.
Mr. Ganse had prepared an analysis of an
Society of Louisiana Certified Public
imaginary estate in Massachusetts valued
Accountants
at $361,000, comprising various forms
C. F. Scott, president of the Society of of assets usually possessed by business or
Louisiana Certified Public Accountants, has professional men who have considerable
issued a statement for the information of the investments outside of the securities of their
business public, which was published in the own corporations. Copies of this analysis
New Orleans Times-Picayune of October were distributed to the members attending
18th, and the New Orleans Item of No the meeting and Mr. Ganse showed how
vember 13th, regarding the qualifications, the various assets mentioned were either
qualities, responsibilities, field of activity taxable or exempt with regard to Massa
and legal status of the certified public chusetts succession taxes, federal estate
taxes and also inheritance taxes outside of
accountant.
The description includes the desirable the state in which the property or securities
talents and moral qualifications of a public might be either situated or incorporated.
accountant and shows how the responsi A subsequent estimate of the inheritance
bility of the profession in the state is taxes in detail showed that a considerable
assured by statute under the administration number of assets were especially undesirable
C. Carson, J. H. Drewry, Ham Eidson, Chas. A.
Doolittle, R. L. Lane, Joel Hunter, Allen W. Clapp,
W. H. James, E. W. Gottenstrater, Geo. T. Adams,
U. A. Morton.
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with regard to inheritance taxation, and
the speaker indicated how the total of
inheritance taxes payable by the estate
would be reduced in eliminating these
so-called investment mistakes. Mr. Ganse
stated that changes in these assets would
not be an evasion of taxation, and that
advantageous transferring of securities,
changes in wills and in beneficiary clauses
under life-insurance policies are practically
invited by the laws of the states in question.
Mr. Ganse emphasized the excellent work
of the certified public accountant in tax
matters and urged that more attention be
given work of a preventive character in
order that executives and beneficiaries of
clients might not be burdened with un
necessary inheritance taxes.
Missouri Society of Certified Public
Accountants
KANSAS CITY CHAPTER
The regular monthly meeting of the
Kansas City chapter of the Missouri
Society of Certified Public Accountants
was held at the University club, December
6 th. Horace H. Clark spoke on the
history and operations of building and loan
associations. L. U. Crawford discussed
the features of financial statements of
building and loan associations and described
a special problem in this relation which had
arisen in his practice. Members of the
Accountants and Auditors club and of the
Bankers club were guests at the meeting.
New York State Society of Certified
Public Accountants
At the regular monthly meeting of the
New York State Society of Certified
Public Accountants, November 8 th, which
was reported in the Bulletin of November
15th, the committee on legislation, through
its chairman, P. W. R. Glover, submitted
the following report which was received
with thanks and approved:

to the improvement of the existing law without
change in the general status of the certified public
accountant and that the policy shall be in accord
with that pursued during the last legislative session.
The committee unanimously reports that it will
prepare and be ready to introduce and advocate
the adoption of such measures at the next session
of the legislature, if it should appear to the committee
either that there is reasonable likelihood of the
enactment thereof in whole or in part, or that
the public interest requires the society to take
action with respect to legislation.”

At the time this Bulletin goes to press it
has been announced that a regular monthly
meeting of the New York society will be
held December 13th, 1926. The subject
of discussion will be “ Budgets”, and the
tentative programme includes the following
addresses :
F. W. Shibley, “ Budgets.”
Henry B. Fernald, “ The preparation of budgets.”
Edward B. Millar, “ The administration of budgets.”
Lee Heyer White, “ Control of operating expendi
tures.”
Max Rolnik, “ Budgeting the small business.”
Frederick P. Schaefer, “ Budget limitations.”

It has also been announced that there
will be a technical programme at a meeting
to be held January 10, 1927. The subject
for discussion will be “ Problems involved
in the management of an accountant’s
office.”
BUFFALO CHAPTER
The Buffalo chapter of the New York
State Society of Certified Public Account
ants held a joint meeting with the Buffalo
Credit Men’s Association and the Buffalo
chapter of the American Institute of Bank
ing, November 11th, at the Hotel Statler,
Buffalo. Dr. Joseph J. Klein, president of
the New York State Society of Certified
Public Accountants, spoke on the related
interests of public accountants, bankers
and credit men, and made particular
reference to financial statements prepared
by accountants and used by bankers as a
basis for the extension of credit. Other
speakers were J. H. Tregoe and Elliot C.
McDougal.
Oregon Institute of Certified Public
Accountants
At a meeting of the Oregon Society of
Certified Public Accountants held at the
Congress hotel, Portland, Oregon, Novem
ber 17, 1926, E. E. Bosworth, instructor in
accounting at the Oregon Agricultural
College, discussed the opinions of Professor
W. Z. Ripley on corporate publicity. Mr.

“ The committee on legislation has been informed
that one or more measures to amend the existing
C. P. A. law will be introduced at the coming session
of the legislature.
The committee is not now planning to introduce,
sponsor or support restrictive or regulatory legisla
tion, or bills containing a waiver clause.
If any such measures are actually proposed, the
committee will inform itself and report to the
society concerning them.
The sense of this committee is that the legislative
policy of the society for the ensuing year be directed
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November 18th, in conjunction with the
local members of the Robert Morris As
sociates, an organization of credit officers of
banks.
The general topic of discussion was “ The
accountant’s certificate from the viewpoint
of the banker and the certified public
accountant.” H. W. Leonard, of the
Robert Morris Associates, led the dis
cussion for the bankers and James M.
Cumming for the accountants. Comments
on the subject included an outline of modern
credit conditions which are tending to
make the reports of certified public ac
countants a basis and an aid to banking
institutions in the granting of loans and
other forms of credit. Messrs. Congdon,
Boggs and Lucas participated in the
discussion for the bankers and Messrs.
Colledge, Richter, Bachrach, Hemphill,
Mohler, Scott and Sanderbeck for the
accountants.

Bosworth mentioned several inaccuracies
with regard to certain corporations that were
included in Mr. Ripley’s article published
in the Atlantic Monthly last September.
During the subsequent discussion many of
the accountants present agreed with Mr.
Bosworth that stockholders are entitled to
adequate information regarding the finances
and business of their corporations. The
general opinion was that the matter of
requiring regular and detailed financial
statements should be within the jurisdiction
of the state and not of the federal govern
ment.
Pennsylvania Institute of Certified
Public Accountants
PITTSBURGH CHAPTER
A dinner meeting of the Pittsburgh
chapter of the Pennsylvania Institute
of Certified Public Accountants was held
a t the chamber of commerce, Pittsburgh,

REVIEWS
H. IVOR THOMAS— “ PENSIO N SYSTEM S
FOR M U N IC IP A L IT IE S’’

An address delivered at the annual con
vention of the League of California Munic
ipalities, held in Yosemite Valley, August
19, 1926.
The speaker said that pension systems have been
used since early historical times and mentioned
reference to them in the records of early Rome.
There have been pension systems in Europe for over
one hundred years but many of them have been
unsatisfactory, as is shown by the fact that the pen
sion fund has in many cases consisted of from thirtyone to forty-two per cent. of the payroll of the munic
ipality. This excessive percentage could have been
avoided by the adoption of right principles at the
start. The speaker warned against the inclination
to start a pension system on guess work and the ten
dency to increase pensions with the initial growth of
the fund. Many systems have had to be reorganized
when it was found that the amounts provided for pen
sions had fallen far short of the required sum to meet
payments, necessitating a prohibitive tax to offset
the deficiencies. First of all, the purpose of the pen
sion system and the conditions under which it will
operate must be determined. Historical records of
employees previous to the time of starting the plan
will give the probable number of employees who will
qualify to receive pensions. Statistics should be
studied to determine the true cost of the benefits to
be provided.
Many cities, according to the speaker, which have
no definite pension system are practically employing
one by carrying old and inefficient employees on the
payroll. The speaker said that a deliberate pension

system is preferable to this method of providing
for aged employees.
He discussed three plans of pension systems: the
contributory, the non-contributory and the partial
contributory plans. In the first all expenses are
provided by the municipality. In the contributory
plan, the employees provide all the premiums and in
the partial contributory system they share the ex
penses with the city. The last plan has proven the
most satisfactory and the speaker described its
operation. A serious consideration at the initiation
of a pension system is provision for meeting pensions
for those already in the service who will be qualified
to receive pensions before they have paid their share
toward any retirement allowance. This obligation
must be met by the city entirely. The speaker illus
trated this point with the case of a town providing by
ordinance for the establishment of a relief and pen
sion fund and stipulating the amount of general
tax levy to be devoted to the fund. The limit to the
amount of contributions created a difficulty in pro
viding for the expenses of employees who had already
been in the service for a length of time prior to the
installation of the system. The plan in New York,
said the speaker, bases the rate of contribution on
the age of the employee when entering the service.
In New York the fund is in charge of the comptroller
of the state and there is a pension board on which
both the state and the employees are represented.
This system induces harmony and cooperation. The
speaker repeated the danger attendant upon
changing the amount of benefits because the fund
appears to be growing rapidly. A reserve must be
established to take care of pensions as they become
due and the spectacular period of growth in the fund
is in the early years while the necessary reserve is
being provided and before many pensions have be
come due.
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can Institute of Accountants and a certified
Clarence R. Evans
public accountant of Iowa, died September
Clarence R. Evans, a member of the 5th at Eldora, Iowa, the city of his resi
American Institute of Accountants and a dence. Mr. Peisen had been a member of
certified public accountant of Maryland, the Institute since 1916. At the time of his
died while attending the American Bankers death he was a member of the firm of
Convention in Los Angeles, California, Peisen, Welch & Co., Eldora.
October 14th. Mr. Evans had been a
member of the American Institute of
John Percy Smith
Accountants since 1916, and was one of the
first two certified public accountants in
John Percy Smith, a member of the
Maryland to receive a certificate through
the regular examination held by the board American Institute of Accountants and a
of examiners. At the time of his death certified public accountant of Missouri,
Mr. Evans was vice-president of the died November 10, 1926. Mr. Smith had
been a member of the American Institute of
Equitable Trust Co. of Maryland.
Accountants since 1923. He was a member
John W. Peisen
of the firm of Hunter, Smith & Co., New
John W. Peisen, a member of the Ameri York.
HERE AND THERE
It has been announced that W. H. Ains
The following paragraphs report publicworth has become affiliated with the firm service activities of members and associates
of A. C. Brude, Virginia, Minnesota.
of the Institute:
The National Income Tax Magazine for
Eder & Miles, Baltimore, announce that October, 1926, contains an article entitled
John H. Bickley will become associated “ Limitations on refunds and assessments as
fixed by law” by Harold C. Anderson,
with the firm January 1, 1927.
Washington, D. C.
Miller, Franklin, Basset & Co. announce
the opening of an office in the LincolnAlliance Bank building, Rochester, New
York.

George Armistead, Houston, spoke before
the school of commerce of the University of
Wisconsin, Madison, November 1st, on
“ The public and the professional account
ant.”

Scovell, Wellington & Co. announce the
opening of an office in the Land Title build
ing, Philadelphia, and the amalgamation of
their present practice there with that
formerly conducted by Joseph H. Van
Dorn & Co.

Reynold E. Blight, Los Angeles, ad
dressed the South Gate club, San Diego,
November 11th, on “ Armistice day.” Mr.
Blight also spoke at the Wilshire Congre
gational Church, November 14th, on “ Tol
erance.” He made a Thanksgiving address
to the Rotary club at Ventura and acted as
toastmaster at the annual dinner of the
Public School Protective League.

The co-partnership existing between
W. Q. Sharp and D. D. Ewing, under the
firm name of D. D. Ewing & Co., of New
Orleans, has been terminated.

The Times-Picayune, New Orleans, for
November 11th contained an article by
Sidney S. Bourgeois, Jr., entitled “The
value of quarterly audits.”

White & Alexander of New London and
Norwich, Connecticut, announce that John
H. Reid has become associated with the
firm as resident partner with offices at 125
Trumbull street, Hartford, under the firm
name of White, Alexander & Reid.

A.
Bowman, New York, has been ap
pointed a director of the American Arbitra
tion Association.
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Harry W. Carroll, Seattle, has formulated
a draft as basis for a bill to be introduced in
the legislature of the state of Washington
in January, 1927, providing for permanent
registration of the electorate.
J. P. Cash, Minneapolis, has been ap
pointed chairman of the auditing commit
tee of the community fund campaign.
W. B. Castenholz, Illinois, spoke before
the Cleveland chapter of the National As
sociation of Cost Accountants on “ Defects
in the monthly profit-and-loss statem ent” ,
November 17th.
Gerald M. Conkling, Topeka, has been
appointed state accountant for the state of
Kansas and reappointed, for a three-year
term, secretary of the Kansas board of
certified public accountant examiners.
L. U. Crawford, Kansas City, Missouri,
is the author of “ Taxable income as defined
under the statutes”, which appeared in the
November issue of the National Income
Tax Magazine.

“ Planning for the physical inventory”
was the title of an address given by S. G. H.
Fitch, Boston, before the Boston chapter
of the National Association of Cost Ac
countants, November 18th.
G. T. Graham, Oshkosh, Wisconsin, has
been appointed chairman of the constitution
and by-laws committee of the Central
Wisconsin Credit Men’s Association, and
in that capacity has drafted a new constitu
tion and by-laws for the organization.
Christian Djorup, New York, delivered
an address entitled “ Audit of the foreign
department” before the American Institute
of Banking, Dallas, Texas, on July 13,1926.
The Epworth Herald of November 13th
contained an article entitled “ The new
ideals in business” by J. Hugh Jackson,
Stanford University, California.

Ernest A. Roden, Cincinnati, has been
appointed a member of the commercial
arbitration committee of the Ohio chamber
of commerce.
The Illinois M unicipal Review for De
cember, 1926, contained an article entitled
“ Financial management of a city ” , by
Hiram T. Scovill, Urbana, Illinois. Mr.
Scovill has recently been elected secretary
of the zoning commission of Urbana.
Hugh E. Wall, Dayton, represents the
professional group as a director of the cham
ber of commerce of Dayton, Ohio, and
serves as chairman of the chamber’s com
mittee regarding the adoption of eastern
time. Mr. Wall is also a member of the
executive committee of the Community
Chest in Dayton and had charge of a divi
sion in the campaign. His activities also
include membership on the Dayton Council
of the Boy Scouts of America and member
ship on the board of trustees of the Uni
versity of Dayton.
C.
Oliver Wellington, Boston, delivered
an address entitled “ Executive control
through budgets” before the Canadian
Society of Cost Accountants in Montreal,
October 1st.
Arthur Wilmott, New York, chairman of
the committee on budget and taxation of the
Flatbush chamber of commerce, addressed
a recent meeting of that chamber, Novem
ber 17th, on the referendum of the chamber
of commerce of the United States regarding
state and local taxation.
Ernest E. Wooden, Baltimore, has been
elected vice-president of the Federation of
Patrons Clubs of the Baltimore common
schools. Mr. Wooden has also been made
a director and chairman of the bond com
mittee of the American Trust Company,
Baltimore.

Harold Worthington, Cleveland, has been
B.
A. McKinney, Norfolk, Virginia, is appointed a member of the committee on
the author of a booklet entitled “ Cost commercial arbitration of the Cleveland
accounting and cost estimating for plants chamber of commerce. Mr. Worthington
producing sulphuric acid and acid phos has also been selected as a member of the
phate,” which has been published and accountant’s sub-committee to consult with
distributed by the National Fertilizer the Ohio State Bar Association on a possible
Association.
revision of corporation laws.
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MODEL C. P. A. BILL
Pursuant to instructions of the council of
the American Institute of Accountants, the
committee on state legislation has prepared
a model accountancy bill which may be
offered as an aid to persons who are or will
be concerned in the construction of proposed

accountancy legislation. This model bill
has been submitted to counsel and revised in
accordance with its opinion. The executive
committee of the Institute has considered
the final draft and has authorized its publica
tion. The text of the model bill is as follows:

Section 1. This act may be cited as the “ Public
Accountancy Act.”
Sec. 2. When used in this act the term “ public
accountant” means a person skilled in the science
and practice of accountancy who holds himself out
to the public as a practising accountant for com
pensation, who maintains an office for the transac
tion of such practice and whose time during the regu
lar business hours of the day is devoted to such prac
tice, and the term “ certified public accountant”
means a person who has received from the board of
accountancy hereinafter created a certificate of his
qualifications to practise as a public accountant.
Sec. 3. There is hereby created a board of ac
countancy in and for the state of ___________ to
consist of three (or five) members to be appointed
by the governor of this state (or by the regents or
other duly constituted authorities of the principal
state university) who with the exception of the mem
bers first to be appointed shall be the holders of cer
tificates issued under the provisions of this act. The
members of the board first to be appointed shall be
skilled in the knowledge, science and practice of
accounting and shall have been actively engaged as
public accountants within the state o f ___________
for a period of at least three years before their ap
pointment (or if there is already an accountancy law
the new statute should provide that they shall hold
certificates issued under the existing statute) and
shall hold office, one for one year, one (or two) for
two years, and one (or two) for three years and until
their successors are appointed and qualified, the
term of each to be designated by the governor (or
other appointing power) in each appointment.
Their successors shall be appointed for terms of
three years from the dates as aforesaid and until
their successors are appointed and qualified. No
person shall be appointed to serve more than two
consecutive terms. Vacancies occurring in the board
may be filled by the governor (or other appointing
power) by appointment for the unexpired term.
The governor (or other appointing power) may,

after hearing, remove any member of the board for
neglect of duty or other just cause. The board shall
organize by the election of a president and a secre
tary and treasurer and may make all rules and
regulations necessary to carry into effect the purposes
of this act. A majority of members acting as a
board shall constitute a quorum for the transaction
of business. The board shall have a seal which
shall be judicially noticed. The board shall keep a
record of all the proceedings and actions by and
before the board, and in any proceeding in court a
certificate under the seal of the board shall be prima
facie evidence of any proceeding or action by or
before the board stated in said certificate.
Sec. 4. The certificate of “certified public ac
countant” shall be granted by the board to any
person who is (a) a citizen of the United States or
who has duly declared his or her intention of becom
ing such citizen, and who is a resident of the state of
___________ or has a place of business or is em
ployed therein at the time of his application, and
(b) who is over the age of twenty-one years, and (c)
who is of good moral character, and (d) who is a
graduate of a high school with a four years’ course
or has had an equivalent education, or who, in the
opinion of the board, has had sufficient commercial
experience in accounting so that in the judgment of
the board the requirement of a four-year high-school
course or equivalent education may be waived, and
(e) who shall have continuously for at least two
years immediately preceding the date of his applica
tion been engaged in practice as a public accountant
or have been in the employ of a practising public
accountant or have been part of such time in such
practice and part of such time in such employ, and
(f) who shall have successfully passed examinations
in the theory and practice of general accounting, in
auditing, in commercial law as affecting account
ancy and in such other related subjects as the
board may deem advisable. This section is sub
ject to the exceptions contained in section 6 of this
act.
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of his assistants designated by him shall appear and
represent the interests of the public. By majority
vote the board may re-issue the certificate of any
certified public accountant whose certificate shall
have been revoked and may modify the effect of the
suspension of any certificate which has been sus
pended. Any person not a citizen of the United
States when he or she receives a certificate issued
under this act shall have such certificate revoked
unless within six years from the receipt thereof he
or she shall become a citizen of the United States.
Sec. 8. The board of accountancy shall charge
for the examinations together with certificates to
successful applicants provided for in this act the fee
of $25. This fee shall be payable by the applicant
at the time of making his or her initial application.
Should the applicant fail to pass the required exami
nation, re-examination or subsequent examinations
will be given the same applicant for an additional
fee of $10 for each examination. From the fees col
lected under this act the board shall pay all expenses
incident to the examinations, the expenses of issuing
certificates and traveling expenses of the members
of the board while performing their duties under
this act, and if any surplus remain on the 30th day
of June (or whatever date is the end of the fiscal
year of the state) of each year this shall be paid into
the treasury of the state to the extent that such
surplus exceeds $ __________ , which may be re
tained by the board of accountancy as a working
fund, provided that no expenses incurred under this
act shall be a charge against the funds of the state
o f __________ The board shall annually report
the number of certificates issued and the receipts and
expenses under this act during each fiscal year to
the governor of the state of ___________ (or to
whomever is named as the appointing power).
Sec. 9. If any person shall represent himself or
herself to the public as having received a certificate
as provided for in this act, or shall assume to practise
as a certified public accountant without having
received such certificate, or if any person having
received such certificate shall thereafter lose the
same by revocation or have the effect of the same
suspended as provided for in this act and shall con
tinue to practise as a certified public accountant, or
if any person shall use such title, or the abbreviation
“ C. P. A.,” or any other words, letters or abbrevia
tions tending to indicate that such person is a
certified public accountant without having received
such certificate or if such certificate has been revoked
or suspended such person shall be deemed guilty of a
misdemeanor, and upon conviction thereof shall be
punished by a fine not exceeding $500 or by impris
onment not exceeding six months or by both fine
and imprisonment in the discretion of the court,
provided that the provisions of this section shall not
affect persons holding certificates under the act of
___________for a period of one year after the ap
proval of this act. (This proviso should be omitted
where there is no existing accountancy law. It is
to enable holders of existing certificates to get new
ones.)
Sec. 10. If any person acting in the capacity of
an accountant shall wilfully make any false or mis
leading statement in writing in regard to any finan
cial transaction or account, such person shall be
deemed guilty of a misdemeanor and upon conviction
thereof shall be punished by a fine not exceeding
$500 or by imprisonment not exceeding six months

Sec. 5. All examinations provided for herein
shall be conducted by the board. The examinations
shall take place as often as may be necessary in the
opinion of the board but not less frequently than
once each year. The time and place of holding ex
amination shall be duly advertised for not less than
three days in one daily newspaper published in the
state of ____________ beginning not less than
thirty days prior to the date of each examination.
A candidate who shall have passed a satisfactory
examination in all but one of the subjects given by
the board for examination may be re-examined in
that subject only, at subsequent examinations held
by the board, and if he passes in that subject he
shall be considered to have passed the examination.
Nothing in this law shall be construed as prohibiting
the re-examination in all subjects of a candidate
who has failed in a prior examination.
Sec. 6. The board of accountancy shall upon
application issue a certificate as “ certified public
accountant” to any person lawfully holding a cer
tificate of “ certified public accountant” duly issued
under the act of__________ , entitled “________ .”
(The foregoing provision should be inserted where
the new statute is passed in a state which al
ready has a certified public accountant statute.
It should be omitted where the present statute is the
first of its kind.) The board of accountancy may in
its discretion waive the examination provided by
section 4 (f) of this act, and may issue a certificate
as "certified public accountant” to any person pos
sessing the other qualifications mentioned in section
4 of this act who is the holder of a certificate as
certified public accountant issued under the laws
of any state or territory, provided the requirements
for such certificate in the state or territory which has
granted it to the applicant are in the opinion of the
board equivalent to those herein required; or who
is the holder of a certificate as “ certified public
accountant” or the equivalent thereof issued in
any foreign country, provided the requirements for
such certificates are in the opinion of the board
equivalent to those herein required.
Sec. 7. The board of accountancy by majority
vote thereof shall permanently revoke or temporarily
suspend the effect of a certificate of any certified
public accountant who has been convicted of a
felony by the courts of this state, or has been guilty
of any fraud or deceit in obtaining such certificate,
or who has been guilty of negligence or wrongful
conduct in the practice of professional accountancy.
The board may promulgate and may amend from
time to time canons of professional ethics and may
temporarily suspend for a period not exceeding two
years the effect of the certificate of any certified
public accountant who violates such canons of
professional ethics, this power of suspension being in
addition to and not in limitation of the power to
revoke or suspend heretofore provided in this sec
tion. Notice of the cause for such contemplated
action and the date of hearing thereon by the board
shall be mailed to the holder of such certificate at
his or her registered address at least twenty days
before said hearing. No certificate issued under this
act shall be revoked or the effect thereof suspended
until the board shall have had such hearing, but the
non-appearance of the holder of any certificate
after notice as herein provided shall not prevent such
hearing. At all such hearings the attorney general
of the state of__________ (or similar officer) or one
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or by both fine and imprisonment in the discretion
of the court.
Sec. 11. Nothing contained in this act shall pre
vent the use in professional accounting practice of
a firm name or partnership name, provided that the
partners or managers of such firm or partnership
directly engaged in the conduct of such practice
within this state shall hold certificates issued under
this act, and nothing contained in this act shall
prevent the employment of uncertified persons in
subordinate capacities by a certified public account
ant or by a firm or partnership the resident partners
or managers of which are certified public ac
countants.
Sec. 12. All statements, records, schedules and
memoranda made by a certified public accountant
or by an employee or employees of a certified
public accountant incident to or in the course of pro
fessional service to clients by such certified public
accountant except reports submitted by a certified
public accountant to a client shall be and remain the
property of such certified public accountant, in the
absence of an express agreement between the certi
fied public accountant and the client to the contrary.
Sec. 13. In the courts of the state of_________

no certified public accountant shall be permitted
to disclose information of which he or she may
have become possessed in the conduct of any ex
amination, audit or other investigation which he
or she may have made in a professional capacity, or
which may have been disclosed to such certified
public accountant by a client thereof, without the
consent in writing of such client or his, her or its
successors or legal representatives.
Sec. 14. If any provision of this act or the appli
cation thereof to any person or circumstances is
held invalid, the remainder of the act and the appli
cation of such provision to other persons or circum
stances shall not be affected thereby.
Sec. 15.
(Provide for repeal of previous acts or
parts of acts in conflict with this act. This section
must be drawn with the greatest care in every case,
so that if there is an existing accountancy act
proceedings had under it or proceedings in process
will not be invalidated.)
Sec. 16. (This section should provide for the time
and manner of taking effect of the act and must
also be prepared carefully if there is a former act
so that there will be no intervening period when
there is no accountancy act.)

Institute Year-book
The 1926 year-book of the Institute was
placed in the mails December 30, 1926.
Any member or associate who has not re
ceived a copy should notify the Institute
offices to that effect. Additional copies are
available at a price of $1.65 each.
In the alphabetical and geographical lists
of members, the asterisk indicating posses
sion of a C.P.A. certificate was erroneously
omitted before the name of S. Herbert Wolfe.
Mr. Wolfe is a certified public accountant
of Indiana.
Members are requested to report errors
occurring in the year-book so that the rec
ords may be corrected accordingly.
American Association of University
Instructors in Accounting
The eleventh annual meeting of the
American Association of University In
structors in Accounting was held at St.
Louis, Missouri, December 28 and 29, 1926.
The complete programme of the meeting
was published in the Bulletin for De
cember 15th.
The election of officers resulted as follows:
president, Professor William S. Krebs of
Washington University, and vice-president
for three years, Professor A. H. Rosen
kampff of New York University. Professor
Howard C. Greer of Ohio State Univer
sity was re-elected secretary-treasurer.
Professors J. Hugh Jackson and David

Himmelblau retained their offices as vicepresidents for one and two years respec
tively.
Among the various sessions of the con
vention one of the most important to those
in attendance was that held on Tuesday
afternoon, December 28th, at which the
general topic was “The teaching of ac
counting—its purposes and methods.” The
subject was approached from various
angles.
The paper presented by Professor Smails
of Queens University on “ Some aspects of
depreciation and depletion,” and the ad
dress of Professor Taylor of the University
of North Dakota on “ Some aspects of
public utility income and expenses” elicited
particular interest and provoked some
interesting discussion.
The various papers read at the meeting
will be published in full in The Accounting
Review, the official organ of the association.
Mexican Accountants Entertained
Señor Luis Montes de Oca, general
controller of fiscal accounts of the republic
of Mexico and president of the Institute of
Titled Public Accountants of Mexico, was
the guest of honor at a luncheon given at
the Bankers club, New York, December
21st, by William H. West, president of the
American Institute of Accountants. Señor
F. D. Barroso, a public accountant of
Mexico City who was accompanying Señor
3
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de Oca during his trip in this country, was
also a guest at the luncheon. The Mexican
controller said that his government was
keenly interested in the accounting methods
employed by the United States govern
ment and that an object of his visit here
was to observe American methods which
might be adapted to the administration of
Mexican fiscal affairs.
The American accountants who were
present at the luncheon, in addition to
Mr. West, are Joseph J. Klein, president
of the New York State Society of Certified
Public Accountants; Arthur W. Teele,
Vivian Harcourt, John B. Niven, Homer S.
Pace, Charles S. Ludlam, William B.
Campbell and John Flint.

fessional membership, and a leaflet called
“ Business is learning to arbitrate.”
In the special accountants’ edition of the
association’s bulletin referred to, Lucius R.
Eastman, chairman of the association,
gives specific suggestions as to how ac
countants who are interested in the cause
of arbitration may enlist themselves in its
support and actively engage in the pro
mulgation of its principles.
Annual Meeting in 1927
Attendance at the eleventh annual meet
ing of the American Institute of Account
ants at Del Monte, California, next
September will offer an opportunity of visit
ing many places of interest and beauty on
the route to the western coast. In the De
cember Bulletin a description of St. Paul
and Minneapolis was given for the infor
mation of accountants who expect to attend
the Del Monte meeting.
Minnesota’s ten thousand lakes are also
noteworthy scenic attractions. They may
be seen from the train windows surrounded
by rolling prairies or by magnificent forests.
Minnesota is noted for its many wonderful
resorts. Everywhere in the state, in the
woods and in the cities, there are accom
modations and conveniences for the traveler.
The farms are fertile and prosperous, and
the rural residences now contain most of
the conveniences of city life. Institute
members who plan to attend the meeting
in September may easily include the “ land
of ten thousand lakes” in their itinerary.
This article is based on information
supplied by the Northern Pacific Railway.

Accountants in Arbitration
J. Pryse Goodwin, chairman of the ac
countants’ committee of the American
Arbitration Association, has issued under
date of December 20th, the regular report
of the activities of his committee for the
month of November, 1926. An account of
the accomplishments of accountants in
arbitration previous to November has been
given in past issues of the Bulletin. The
present report dwells chiefly on the pub
licity for arbitration obtained in account
ants’ publications and on addresses which
have been or will be given on arbitration
before meetings of accountancy organi
zations. Particular mention is made of
the endorsement of a programme on
arbitration for a meeting of the Connecticut
Society of Certified Public Accountants,
and of preparations which had been made
for a discussion of arbitration at a meeting
Report on Convention of American
of the Society of Certified Public Account
Mining Congress
ants of the State of New Jersey, December
14th. Subsequently, when these meetings
As announced in the December issue of
were held, both societies approved the the Bulletin, the American Institute of
principle of arbitration and voted to Accountants was, by invitation of the
cooperate with the American Arbitration American Mining Congress, represented
Association for its advancement.
at the annual convention of that organi
Mr. Goodwin’s report also mentions zation at Washington, D. C., December
several pamphlets which have been spe 7th to 10th inclusive. The Institute’s
cially printed by the American Arbitration representatives were T. H. Sterling, Henry
Association for distribution among ac B. Fernald and Walter A. Staub, all of New
countants, as follows: Reprint of a speech York. Mr. Sterling has rendered a com
by the Hon. Moses H. Grossman on “Ar plete report of the proceedings in which he
bitration and business efficiency” ; a special expresses his pleasure at having been able
edition of information bulletin No. 5 of the to attend the sessions and his sincere ad
association; form of application for pro miration for the work and attitude of the
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Mining Congress in its attempts to solve
the practical operating, economic and
financial problems of the mining industry.
He says that if the keynote of the entire
meeting were to be reviewed in a single
phrase it might be “progress through
efficiency and coöperation.”
Mr. Sterling mentions in his report the
parts of the discussion which attracted
his interest as a public accountant,
referring particularly to the emphasis
which was laid on efficiency, which, it was
pointed out, reaches beyond individual
operating efficiency and includes group
efficiency, stabilization of conditions and
standardization of products and methods.
The report proceeds to discuss the ele
ment of cooperation, as brought out at the
convention by several prominent speakers,
and mentions the opportunity for service
by public accountants in this field. Mr.
Sterling says:

on to state that the law should be shorn of confusing,
complicated and technical provisions to the end
that the next act passed should make really possible
an accurate self-assessment by the taxpayer. ‘There
is no reason,’ said Mr. Kriegh, ‘why returns should
be checked and re-checked; audited and re-audited
and reviewed over and over again unless the system
is faulty at source.’”

The report comments on the papers read
by Messrs. Staub and Fernald as follows:
“ Mr. Walter A. Staub offered a particularly
interesting paper on ‘Waivers, credits and refunds'
and pointed out the great inequity of the practice
of nullifying the statute of limitations through
waivers, so that the government might make addi
tional assessments while no similar provision for
extending the time set by the statute was made so
that the taxpayer might have the corresponding
privilege in respect to claims for refund.
“ Mr. H. B. Fernald spoke on ‘ Discrimination
against corporations under present income-tax
rates.’ Much valuable detail and data were con
tained in the paper illustrative of the discrimination
which Mr. Fernald claimed existed. After tracing
the history of the tax on corporations through the
various acts, he pointed out that in effect it had the
nature of a tax paid at the source and suggested
that some way might be devised whereby the tax
paid by the corporation on amounts distributed to
stockholders in form of dividend might be deducted
in some manner along the lines of the provision al
ready existing for the deduction of other taxes
paid at the source.”

“ While each of these men dealt with cooperation
from a different angle, this only emphasized the fact
that cooperation means not alone cooperation of
small groups within a unit, or within a branch of
any industry, but cooperation between all industries,
the necessity for which is becoming more pro
nounced with the advance of civilization and the
increase in international relations, and it includes
within this scope, cooperation between production
and distribution and marketing, between the busi
ness world and the government and between inter
national governments and agencies.
“ The breadth of this field of cooperation particu
larly points to the tremendous opportunity which
accountants individually and collectively have in
being able to lend aid to industry in matters of
economics, finances, efficiency of processes, methods,
cost finding and general management; in the proper
understanding of such complicated subjects as
depletion, etc., taxation laws, administration of tax
laws, the larger view of operating results and their
significant interpretation of figures and accounts.”

Mr. Fernald himself, in a letter related
to the tax discussions at the convention,
emphasizes remedies for existing faults
mentioned in papers by L. R. Gottlieb and
A. G. Mackenzie, as follows:
“ Mr. Gottlieb, after presenting his charts and facts
as to the great increase in state and local taxes,
urged as one of the best remedies which had been
found for the situation the so-called Indiana plan of
a state board with power to approve, modify or
veto proposed expenditures for improvements for
which funds were to be raised by bond issues. H e
cited the opposition to this plan as a violation of the
home-rule principle in local affairs, and stated that
the actual good which had been accomplished under
such a plan justified it and that the conditions which
had existed, and in many places did exist, in the
absence of such a plan required that something of
this kind should be done even at the expense of the
home-rule principle.
“ Mr. Mackenzie of Utah presented the work which
had been done by the taxpayers’ association in Utah
and told how these results had been accomplished
through bringing together into this association all
classes of taxpayers so that it would fairly represent
the farming, business, mining and other interests of
the state. He pointed out that this association
not merely gives its attention to state matters but
also, through its local representatives, gives con
sideration to questions of local taxation and finance
with equally successful results.
“ The radically different nature of these respective

Of special interest in the proceedings was
the discussion related to taxation, as Mr.
Sterling indicates in the following excerpt
from his report:
" One day of the session was devoted to considera
tion of tax matters, tax laws and their administra
tion. In this great interest was shown and to the
programme two of the members of the American
Institute of Accountants contributed valuable and
interesting papers. One of the clearest and soundest
suggestions which appealed to the Mining Congress
as not only practical, but one likely to have most
far-reaching effects, was made by Mr. McKinley
W. Kriegh. He enunciated, in effect if not in so
many words, the theory that tax laws should deal
with principles and not with details of administra
tion. H e pointed out that the federal income-tax
system is essentially one of self-assessment and went
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dinner, at which James Bennet was host, for
20 representatives of business interests,
followed by a meeting at which the standard
ization of invoices was discussed.
One of the governors is in attendance at
the club rooms each evening as a nucleus
for a reception committee, and there has
been noted an increased use of the facilities
of the club quarters by members who are
availing themselves of this opportunity to
entertain in a social way those with whom
they have business associations. Many
non-resident accountants and business ex
ecutives are enrolling as members and find
the club a convenient headquarters for
receiving their mail and meeting their
friends.

remedies is strongly contrasted by having them thus
presented side by side.”

A limited edition of the various papers
presented at this convention will be pub
lished, in a special volume at a nominal
price. It has been suggested that account
ants who may be interested in obtaining
copies of the addresses for their files com
municate with the American Mining Con
gress, Munsey building, Washington, D. C.

Goodwill of Accountancy Practices
According to Accounting, Commerce and
Insurance, a magazine published in New
Zealand, the Commonwealth Institute of
Accountants of New Zealand has been
instrumental in establishing a basis for the
sale of accountancy practices. The repre
sentatives of a deceased accountant, who
prior to his death had been practising alone,
were anxious to dispose of the goodwill of
his practice. The council of the Victorian
branch of the Commonwealth Institute
appointed one of its members to deal with
the matter, with the result that the prac
tice was substantially kept intact. The
purchase price decided upon was equivalent
to one year’s fees.
C. P. A. Course at University
The University of Southern California
has instituted a “ quiz course” to provide
final preparation for C. P. A. examinations.
Clyde Belford, professor of accounting at
the university, will be the instructor. The
course will include an intensive review of
accounting principles, with typical prob
lems from recent examinations.

Proposed Study of Depreciation and
Maintenance
The bureau of internal revenue has issued
a pamphlet entitled “ Outline for the study
of depreciation and maintenance.” The
purpose of the authorization by the com
missioner of such a study is explained
in the opening paragraphs of the pam
phlet as follows:
“ The commissioner of internal revenue has
authorized the initiation of a study of depreciation
and maintenance charges with a view to the adoption
of a definite procedure in the future audit of tax re
turns, but with no intention of reopening deprecia
tion questions settled in any audits already com
pleted. This study will be undertaken solely upon a
basis of the voluntary cooperation of taxpayers with
the bureau of internal revenue in reaching mutually
beneficial conclusions.
“ The commissioner and the taxpayers or associa
tions of taxpayers in certain industries have agreed
upon fixed rates of depreciation as reasonable for
major items of plant and equipment used in those
particular industries, and the preparation and audit
of the returns of such taxpayers has been greatly
simplified and expedited by these agreements. The
object of the present study is to extend similar agree
ments to the taxpayers of other industries as rapidly
and completely as possible. It is therefore proposed
to make a statistical study of the related subjects of
depreciation, maintenance, and obsolescence, indus
try by industry; to tabulate the results of such study;
to formulate a tentative policy and determine tenta
tive rates for depreciation or for combined deprecia
tion and maintenance charges; to refer these tentative
rates and policies to the taxpayers of each industry
for comment, suggestions for improvement, and either
approval or disapproval; and finally to adopt and
publish such rates as the commissioner and the
majority of the taxpayers of an industry have mutu
ally approved as reasonable.
“ An average rate for depreciation, or for combined
depreciation and maintenance charges, will be de
termined for each type of depreciable asset, and this

The Accountants Club of America, Inc.
The Accountants Club of America, Inc.,
whose formation was announced in the
December Bulletin, reports that its mem
bership has already reached 350, and that
its endeavors to be of service to its mem
bers are proving successful.
A dinner for members only will be given
in the Palm room of the Hotel Belmont,
on January 19th, at which there will be
an informal discussion of tax matters.
Among the events which took place at
the club during the past month were a
luncheon given by Dr. Joseph J. Klein,
president of the New York State Society
of Certified Public Accountants, to a group
of 28 accountants and credit men, and a
6
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average rate the commissioner will accept as reason
able at any time and for any purpose. In addition,
there will be determined customary maximum and
minimum rates for depreciation, or for combined
depreciation and maintenance charges, within which
range of rates an individual taxpayer will be per
mitted to select for consistent application a rate of
depreciation or a combined rate for depreciation and
maintenance charges, upon a reasonable showing
that deterioration of his particular physical assets
proceeds more or less rapidly than is usual in his
industry. The approval of depreciation or of com
bined depreciation and maintenance rates, above the
maximum or below the minimum customary rates for
the industry, will not be prohibited if an individual
taxpayer is able to produce convincing evidence that
such rates are justified by peculiar conditions. If
this plan can be placed in operation it will enable
any taxpayer using the average rate for depreciation
or for combined depreciation and maintenance
charges determined for his industry, to prepare a tax
return involving depreciation with a considerable
saving of time, and with the assurance that the
amount of depreciation deducted will not be adjusted
by the commissioner. The advantages to the bureau
of internal revenue, in the quicker and cheaper
audit of returns, are obvious. These expected
benefits can be attained only with your cooperation,
together with that of every other taxpayer in your
industry. If an appreciable percentage of the tax
payers in any particular industry fails to render
hearty and prompt assistance, it will be necessary for
the commissioner to disregard that industry and
continue this study with respect to some other indus
try which shows a more cooperative spirit. It is
therefore trusted that you will extend every possible
assistance and give free expression to your opinions,
citing as many specific illustrations as possible in
their support.
“ It should be emphatically stated at this place
that the accompanying schedules are not for the
purpose of substituting a new method of accounting,
but as guides to the manner in which available rec
ords may be furnished in a systematic manner both
with respect to itemized information and summaries
of such itemized information in subtotals for de
partmental subdivisions and departments of the
business, and in totals for the business as a whole.
These schedules need be followed only in so far as is
permitted by the records customarily maintained.
The purpose of the study is to obtain available infor
mation and not to require an exhaustive and expen
sive restatement of old records nor the creation of
records in cases where detailed depreciation and
maintenance accounts were not currently main
tained. Nothing more specific is requested than that
the properties subject to depreciation be classified in
each industry according to trade custom or the office
practice of the individual taxpayer. The information
with respect to individual assets is considered to be
the more essential and the summary information
with respect to various groupings of the assets to be
less essential. If items can be naturally and con
veniently grouped by departmental subdivisions and
departments of a business, it is desirable to make such
classifications, but if the only natural and conven
ient grouping of items is for the business as a whole,
the intermediate classifications should be omitted.
Under any grouping the items of depreciable property

should follow the terminology used in the book
accounts, such as ‘real estate, plant, buildings,’
‘machinery and equipment,’ ‘furniture and fix
tures,’ etc.
“ The commissioner realizes that few taxpayers
maintain records which will enable them to furnish
all of the information outlined as desirable in the
accompanying schedules, and it will be necessary to
complete the schedules only in so far as the tax
payer’s records will permit. The remainder of the
information will be secured by personal interviews
with plant managers, engineers, and auditors at
individual properties, with a view to securing and
recording the results of their mature experience.
It is believed that this combined expression of opin
ion from men who have made a study of depreciation
in an industry over long periods of time will prove
invaluable both to the taxpayer and to the com
missioner.
“ The scope of this study embraces physical assets
alone; information neither being requested nor de
sired with respect to the depreciation of patent
rights, goodwill, leases, or other tangible or intangi
ble assets not of a physical character.”

This statement is followed by a digest
of the 1926 revenue act and of Regulations
69 with respect to depreciation, main
tenance and obsolescence. The principal
problems of depreciation are stated and brief
comment is made upon each of the elements
to be given consideration in the proposed
study. These elements are: depreciation
and maintenance costs; obsolescence result
ing from causes other than wear and decay;
repairs and replacements; combined de
preciation and maintenance costs. The
remaining portion of the pamphlet is de
voted to reproductions of various schedules
which may be used by taxpayers in filing
the statistical information desired by those
engaged in the proposed study. The
schedules are accompanied by descriptions
and suggestions for their use.
The supply of copies of this pamphlet
has been exhausted but word has been
received from the commissioner that the
bureau intends to continue its plans for the
proposed study.

U. S. Chamber to Study Obsolescence
The department of manufacture of the
chamber of commerce of the United States
of America will undertake a special survey on
the subject of obsolescence of plants, equip
ment and materials. The work is intended to
supply a basis for determining the expense
and increased overhead in industry due to
the rapid changes made in plant equipment
within the last few years.
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BOARD OF EXAMINERS
The Institute examiners have completed
the marking of papers of candidates who
sat for the Institute examination in co
operating states last November, and the
state boards of accountancy were advised
of the results under date of December 21st.
Of a total of 472 papers marked, 103 passed,
134 were conditioned and 235 failed.
Twenty-eight states and one territory used
the Institute examination questions in these
examinations.
Eighteen applicants for admission to the
Institute took the written examinations.
Of this number 3 passed, 2 were conditioned
and 13 failed.

The next examinations will be held in
May, 1927. Applications for admission
should be submitted to the board of ex
aminers at least sixty days prior to the date
of examinations.
ERRATUM
In the Bulletin for December 15, 1926,
there were given the names of states which
used the examination questions prepared
by the Institute in the November, 1926,
examinations. The state of Massachusetts
was erroneously included in this list.
Massachusetts did not hold any examina
tion in November.

COMMITTEE ACTIVITIES
a. A misconception of the important service rendered
Special Committee for Placements
to modern business by the public accountant.
The bureau for placements is now about b. The unsatisfactory experiences of beginners due
one year old. Applications for positions
to temporary employment which, it should be
noted, does not apply to men engaged through
have been received from 311 graduates of
the bureau.
American colleges, most of them from men c. The
unfavorable reaction caused by the exagger
who were graduated in June, 1926. More
ated statements of the financial prospects of
than 200 of these applicants were rejected by
accountants contained in some literature on the
subject.
the committee as unsuitable for the positions
offered. A substantial number of those The bureau is attempting to overcome this
definitely approved have been employed by prejudice by a fair statement of the reason
members of the Institute. It seems possi able prospects of a young man who is prop
ble that from 150 to 200 college graduates erly educated, likes the work and is willing
can be placed in public accountants’ offices to undergo the necessary period of training.
One of the factors which will always be of
by the bureau each year after its service is
more fully developed and is better under importance to a young man who is selecting
his life work and who is considering public
stood.
The. bureau has established relationships accounting will be the value to him of his
with the leading colleges and universities training if he decides later on to engage in
throughout the country. These institutions any other kind of administrative work.
are very much interested in having the There is no doubt that public accountants
various professions and industries prepare must always expect to supply many of
statements covering the opportunities and their most capable men for executive posi
requirements for success in various voca tions in commercial, industrial and govern
tions in order that young men may select ment organizations. In view of this con
their life work intelligently. The special dition, which seems inevitable, whether or
committee for placements is attempting not it is desirable from the public account
to provide this information concerning ant’s point of view, there seems to be no
accountancy. It has been found that some reason why this double opportunity should
of the college officers have had a prejudice not be emphasized in attracting young men.
against advising their graduates to adopt In order that the information may be
public accounting as a career. This preju available when needed, the committee has
dice has been created principally by one or prepared a questionnaire which is being
distributed to members and associates of
more of the following causes:
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the Institute with this Bulletin, to obtain a
record of the former public accountants
who now hold executive positions. It is
hoped that all members will supply the
desired information and return the form to
the Institute as soon as possible. This con
fidential information is desired to enable
the committee to make a comprehensive
study of the subject. No publicity of any
kind will be given to any names of indi
viduals.
It is hoped that more members will use
the facilities of the bureau this year than last.
The leading firms are now almost unanimous
in believing that men with a college educa
tion—other things being equal—become the
most valuable assistants and are most likely
to develop to more responsible positions.
The bureau has made arrangements to elimi
nate unsatisfactory applicants by a question
naire and by a personal interview with a
member of the Institute near the residence
or school of the applicant. The service of
the bureau should be just as useful to small
firms and to firms in small cities as to the
larger firms in the commercial centers.
The small firm which desires to take on a
new permanent assistant occasionally will
receive the same attention as a large firm
which needs a number of new recruits each
year. Even those firms which have per
sonal contact with one or more schools
should find it desirable to round out their
staff by men from a number of different
colleges rather than to concentrate on one
or two colleges only.
It was originally intended to ask a defi
nite fee from members requesting men, but,
after due consideration, and in view of the
missionary work which needs to be done,
the committee has decided that the ex
penses for the first two years at least should
be met by voluntary contributions.
The budget for the first year was about
$2,500 and this was fully covered by sub
scriptions for this specific purpose without

using any of the general funds of the In
stitute.
The budget for the second year will be
about $4,000 and subscriptions in any
amount will be gladly received at the
present time. The committee is particularly
anxious to receive support from many
members who did not contribute last year
as the activity of the bureau is a matter
which vitally concerns the entire profession.
In order that the committee can make
definite plans for next year, members are
requested to indicate the number of men
they will need during the latter half of 1927
on the questionnaire accompanying this
Bulletin. The basis of employment is
summarized below:
1. Applicants are allocated to members
requesting them geographically so
far as possible, and in the same city
by a method of rotation.
2 . No applicant need be employed by a
member unless the personal inter
view with the employer is satis
factory to him.
3. Employment is to be for a period of at
least three years unless the appli
cant is found to be unsatisfactory
for the work, i.e., he is not to be
discharged for lack of business.
On the other hand, the applicant
agrees to stay three years.
4. The minimum salary the first year is
to be $125 a month with stated
annual minimum increases as ar
ranged in advance between appli
cant and employer. There is no
objection to paying a man a higher
salary than the minimum.
5. Men can commence work at any time
designated. While many gradu
ates find it necessary to seek em
ployment as soon after July 1st as
possible, others are willing and able
to take a vacation for a few months
after graduation.

Roy A. Guyton announces the opening
of an office under the firm name of Roy A.
Guyton & Co. at 1001 Commerce building,
Kansas City, Missouri.

Thomson, Cooper & Thomson announce
the removal of their offices to suite 1428,
Charles C. Chapman building, 756 South
Broadway, Los Angeles.
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NEWS OF LOCAL SOCIETIES
Maine Society of Certified Public
Accountants
The second annual meeting of the Maine
Society of Certified Public Accountants
took place in Portland, December 9th.
The election of officers resulted as follows:
president, George M. Graffam; vice-presi
dent, Curtis J. Birkenmeyer, and treasurer,
Fred S. Atwood.
Maryland Association of Certified
Public Accountants
It is becoming a custom for the certified
public accountants and the public account
ants of Maryland to hold a meeting jointly
each year, and the observance of the custom
this year occurred December 14th, at the
Southern hotel, Baltimore. The meeting
was arranged by the Maryland Association
of Certified Public Accountants through
a committee consisting of Raymond E.
North, chairman, Elmer L. Hatter and
Edmund R. Stewart.
Charles C. Croggon, president of the
Maryland Association, acted as toast
master at the dinner. Durand W. Springer
spoke on “ Public accountancy,” basing his
remarks on the four-fold responsibility of
the accountant: to the public, to his client,
to his profession and to his competitor.
F. L. Sweetser, speaking on “ What the
executive expects his cost system to do,”
pointed out that a cost system should be
developed along departmental lines, that is,
it should follow the organization of the com
pany. According to Mr. Sweetser, such
a system should give information which is
comparative and should arouse enthusiasm
among executives as well as among foremen
and others, and the cost accountants should
amplify their figures with explanations,
comments and suggestions. The next
address was given by Charles R. Arundell,
whose subject was “The work of the board
of tax appeals.” Mr. Arundell spoke of
the change effected by the 1924 tax law,
whereby a taxpayer might litigate his ques
tion before paying the tax, contrary to the
procedure necessary prior to the 1924 act.
He referred to one case in which over
$150,000,000 was involved and which the
courts could not settle before the taxpayer
paid the deficiency. According to the
10

speaker this policy often caused financial
embarrassment among smaller companies
whose cash reserves were not sufficient to
pay the deficiency as required. In the
course of his address Mr. Arundell said that
about 20,000 cases had been brought before
the board of tax appeals, and that the
average amount involved was approximate
ly $15,000.
Massachusetts Society of Certified
Public Accountants
A meeting of the Massachusetts Society
of Certified Public Accountants was held
at the chamber of commerce building,
Boston, December 27th. Philip Nichols, a
member of the Massachusetts bar, was the
speaker of the evening and his subject was
“ The taxing of real and personal property
by cities and towns in Massachusetts.”
Mr. Nichols said that the direct property
tax does not receive the attention which it
deserves in comparison with other methods
of raising revenue, although it is responsible
for by far the larger part of the total amount
levied in the state. Since most large in
dustrial corporations, he said, are now using
the services of accountants to guide them in
their relations with those who administer
the fiscal affairs of government, accountants
should be familiar with so important a
branch of public finance as the direct prop
erty tax. The speaker proceeded to dis
cuss this type of tax in detail, including a
description of methods of valuation for tax
purposes of land, buildings and machinery,
and also touched on the problems involved
in valuing property used for purposes in
which the hope of profit is absent or merely
incidental. In concluding his remarks Mr.
Nichols spoke of the remedy available to
owners who have been over-assessed.
The Massachusetts society is one of many
organizations in the state which are sup
porting a programme for adjusting and
equalizing the laws governing the valua
tion, assessing and taxation of property in
the cities and towns. The plan has been
projected by the taxpayers’ conference com
mittee of the state chamber of commerce,
of which Mr. Nichols is chairman. He is
also a member of a committee of the Mas
sachusetts Bar Association which is cooper
ating with a similar committee of the
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Massachusetts Society of Certified Public
Accountants in an effort to amend the cor
poration excise-tax law of the state.

between bankers and accountants was ac
complished by the issuance of the federal
reserve bulletin in April, 1917, but that
further cooperation could be accomplished
by some uniform classification of account
ants’ services. They said further that the
banker could then determine the scope of
the accountant’s work by referring to the
uniform classification, and expressed the
hope that such classification would result
in more uniform phraseology in account
ants’ certificates.

Minnesota Society of Public
Accountants
At a meeting on November 19th at
Minneapolis the Minnesota Society of
Public Accountants, which had been inac
tive for some time, was reorganized, with
the following officers: president, Charles H.
Preston; vice-president, J. K. Raglan;
secretary, Thomas J. Shannon, and treas
urer, Joseph Griffith. The officers, with
Oscar C. Strand, constitute the board of
directors.
It is planned to effect some changes in the
constitution and by-laws of the society in
order that the organization may be more
closely knit, and that the membership re
quirements may be made more rigid.

New York State Society of Certified
Public Accountants
The New York State Society of Certified
Public Accountants held a meeting on
January 10th. The discussion was on the
subject of problems involved in the manage
ment of the accountant’s office and the
programme was arranged by W. H. Bell.

Missouri Society of Certified Public
Accountants
ST. LOUIS CHAPTER
The November meeting of the St. Louis
chapter of the Missouri Society of Certified
Public Accountants was held jointly with
the St. Louis chapter of the Robert Morris
Associates, November 23rd.
The meeting was called for the purpose of
discussing certified public accountants’
certificates. The discussion which took
place indicated that the bankers were not
clear as to the scope of the accountants’
services covered in the introductory para
graph of certificates embodying such phrases
a s “ we have examined,” “ we have audited ”
or “we have verified.”
Three of the illustrative certificates pre
sented at the meeting, classified by a
majority of the accountants present as
unqualified certificates, used different
phraseology in certifying to the accompany
ing statements. The majority of the
members of the Robert Morris Associates
who were present believed that each of the
three certificates under discussion repre
sented a different class of service. The dis
cussion disclosed that the phraseology used
in an accountant’s certificate often does not
clearly indicate to the banker the scope of
the accountant’s work.
Several of the bankers present said that,
in their opinion, the first step in cooperation

Society of Certified Public Accountants
of the State of New Jersey
A meeting of the Society of Certified
Public Accountants of the State of New
Jersey was held at the Downtown club,
Newark, December 14th. Moses H. Gross
man, honorary president of the American
Arbitration Association, spoke on the sub
ject of commercial arbitration and showed
how under the existing laws of New Jersey
disputes may be settled by arbitration more
speedily and economically than by litiga
tion. Judge Grossman told how this man
ner of settlement may be effected and rec
ommended that public accountants urge
their clients to avail themselves of arbitra
tion whenever possible.
Edmund W. Wollmuth, executive secre
tary of the chamber of commerce, spoke
of the work of the arbitration committee of
the chamber, and mentioned several cases
which have already been successfully con
cluded through its arbitral machinery.
Others who spoke were Charles M.
Myers, assistant corporation counsel of
Newark; J. Pryse Goodwin, chairman of the
accountants’ committee of the American
Arbitration Association; Homer A. Dunn,
a member of the committee; and Joseph J.
Klein, president of the New York State
Society of Certified Public Accountants.
James F. Hughes, president of the New
Jersey Society, acted as toastmaster.
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As a result of the discussion of arbitration
the New Jersey society unanimously in
dorsed the principle of settling disputes in
this manner, and voted to affiliate with the
American Arbitration Association to assist
in the advancement of arbitration. The
committee appointed to take up the work
for the society is composed of Theodore
Krohn, Melville Coursen, Paul K. Owen,
William C. Heaton, Richard Browne and
Julius E. Flink.

Pennsylvania Institute of Certified
Public Accountants
Members of the Pennsylvania Institute of
Certified Public Accountants met at the
Union League, Philadelphia, December 21st.
John H. Fertig, assistant director of the
legislative reference bureau at Harrisburg,
spoke on the necessity of revising the
Pennsylvania tax laws and the method of
administering them, if the increasing costs
of state government are to be met. Mr.
Fertig predicted that the state budget would
be doubled in the next ten years. He said
that the present administrative machinery
for assessment and collection of local taxes
in Pennsylvania is not satisfactory and that
extravagance is evident in the costs of
collecting such taxes. The system of tax
ing intangible personal property or secu
rities is unjust, according to the speaker,
since they are now taxed on the basis of
value instead of on their income-earning or
tax-paying ability.
Members of the Pennsylvania state board
for the examination of public accountants
were guests of honor at the meeting.

Ohio Society of Certified Public
Accountants
The president of the Ohio Society of Cer
tified Public Accountants has appointed the
following committees for the current year:
Membership: H. W. Cuthbertson, L. T.
Konapak and H. C. Slagle.
Finance: W. E. Langdon, R. M. Fisher
and R. A. Hurst.
Auditing: H. B. Terry, F. W. Fuller and
R. H. B. Adams.
Meetings: at Columbus, W. E. Langdon,
H. C. Miller and G. W. Eckelberry; at
Dayton, G. S. Battelle, Hugh E. Wall and
PITTSBURGH CHAPTER
R. H. Gravett.
Press and publicity: R. F. Mateer, J. H.
The Pittsburgh chapter of the Pennsyl
Sibbison, H. W. Weiss, H. L. Dalton and vania Institute of Certified Public Account
J. H. Baldwin.
ants held a meeting at the Hotel Henry,
Accountancy education: A. L. Peters, B. G. December 16th. Preparation of certified
Graham and R. T. Bell.
reports for banks and financial institutions
Law enforcement: M. J. Arft, R. Smet was the subject of the discussion, which was
hurst, Jr., and Phillip G. Ward.
led by Richard H. Mohler. Frank A.
Legislation: W. A. Coy, E. A. Roden and Willison, chairman of the chapter, reported
G. W. Eckelberry.
that progress had been made in the efforts
The committee of the Ohio State Bar of the local accountants to obtain the co
Association which has undertaken the re operation of bankers in requiring certified
vision of the state corporation laws of Ohio, statements of persons who seek credit.
expressed a desire to make the law as nearly Other speakers at the meeting were Frank
perfect from an accounting viewpoint as Wilbur Main, Adrian F. Sanderbeck, Harry
possible. The president of the Ohio B. Scott, W. W. Colledge, and M. D.
Society of Certified Public Accountants Bachrach.
A meeting of the Pittsburgh chapter was
appointed a committee to cooperate with
the members of the Bar Association en also held January 5th. The speakers at
gaged in this work. The following ac this meeting were Maurice R. Scharff and
countants constitute this committee: R. A. M. D. Bachrach.
Pittsburgh accountants who had re
Hurst, G. W. Eckelberry and H. C. Slagle.
The committee held a meeting December cently been notified of their success in the
21st to review the final draft of the pro November C. P. A. examinations were
posed new corporation laws, and plans were guests at the meeting, which was held
made at that time for a conference with a largely in their honor, although a regular
representative of the committee of the Bar quarterly meeting of the chapter.
Association.
A committee of certified public account12
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Texas Society of Certified Public
Accountants
The annual meeting of the Texas Society
of Certified Public Accountants was held at
Houston, December 17, 1926. The follow
ing
officers were elected: president, A. C.
Rhode Island Society of Certified Public Upleger;
vice-president, A. V. Seay, and
Accountants
secretary-treasurer, J. J. Gannon. The
officers of the society, with George Armi
A regular meeting of the Rhode Island stead and L. B. Garvis, constitute the board
Society of Certified Public Accountants was of directors.
held at Providence, December 27, 1926.
During the meeting the following ad
The society adopted completely rewritten dresses were delivered: “ Arbitration,” by
and amended constitution and by-laws, Professor C. F. Lay, of the University of
which for the first time in the history of the Texas; “Relations between the certified pub
society include rules of professional conduct. lic accountant and the banker,” by T. J.
At this meeting, subsequent to a discus Caldwell; “ C. P. A. legislation,” by Archie
sion of the subject of arbitration, the follow M. Smith, and “ Relations between the
ing resolution was adopted:
certified public accountant and the bureau
of internal revenue,” by W. L. McBride.
“ RESOLVED, That the Rhode Island Society of
The Society had been invited to send a
Certified Public Accountants, having been advised of
representative
to a meeting at Dallas, De
the purposes and proposed activities of the American
Arbitration Association looking toward the exten cember 3rd, of the faculty members of the
sion of the principles and practice of arbitration in schools of commerce of various Texas uni
the United States and in foreign countries through versities and colleges. H. B. Robertson
the cooperation of trade associations by furnishing was choosen to represent the society at that
information and facilities for arbitration, endorses occasion, and he delivered an address en
the principle of arbitration and associates itself with titled “public accountants.”
the American Arbitration Association in the execu
tion of these purposes and plans.”
Wisconsin Society of Certified Public
Accountants
The president appointed a special com
The regular quarterly meeting of the
mittee on banking, consisting of three Wisconsin Society of Certified Public Ac
members, for the purpose of cooperating countants was held at the Milwaukee
with a similar committee of the state Athletic club, December 2 1 , 1926. Officers
bankers’ association with the purpose of of the state board of accountancy presented
establishing close relations between the certificates to candidates who were success
society members and bankers.
ful in the recent C. P. A. examinations.
ants of Philadelphia, consisting of George
Wilkinson, Joseph M. Pugh and John R.
Lynn attended the meeting.

R E V IE W S

WILLIAM DOLGE—“STOP, LOOK, LISTEN!”
OR “WOLF—WOLF—WOLF!”

man, says the writer, reads an article of this kind
hastily and it is easy for him to deduce exaggerated,
incorrect and dangerous conclusions. The writer
says that he agrees with Professor Ripley that stock
holders are entitled to adequate information, as is the
state, and he says that statutes provide that it may
be obtained. He says, however, that the general
public has no interest in a man’s lumber business, for
example, that is not fully protected by the state.
Neither has the general public any right to exhaus
tive information regarding a business. The writer
takes issue with Professor Ripley’s statement that
incorporation is a privilege and says that he is in
clined to consider it a right obtained after a long
struggle. In most states anyone may organize a
corporation for legal purposes. A corporation is
merely a convenient way of doing business beneficial

An article published in The Magazine of
Western Finance, November, 1926.
William Z. Ripley’s paper, published in the
A tlantic Monthly, September, 1926, is the subject of

Mr. Dolge’s discussion in this article. The writer
terms Professor Ripley’s discussion one of the most
interesting contributions to the subject of financial
publicity for corporations of recent years. However,
Mr. Dolge compares Professor Ripley's remarks with
Aesop’s fable of the shepherd who habitually
frightened the villagers with the cry of “ Wolf!” so
that when a wolf actually did appear the people
paid no attention to his warning. The average
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to the owner of the business, to the state and to the
general public. The writer has no sympathy with
any inference that the right of incorporation should
be a matter of subservient petition.
The writer heartily commends the definitions of
financial statements given by Professor Ripley in
section III of his article. The balance-sheet is
described as disclosing the condition of a company
statically, as at a given moment, as an instantaneous
photograph giving a cross-section. The income ac
count is said to reveal dynamically the course of af
fairs in perspective— viewed lengthwise throughout
a period of time. Professor Ripley adds that of the
two statements the income account is probably more
significant, yet of the two it is the one that is most
apt to be suppressed. Mr. Dolge says that there is a
doubt of the fairness of the word “ suppressed,”
which infers a deliberate attitude. The writer feels
that “ om itted” would have been a more equitable
term. He praises Professor Ripley's clear distinc
tion between capital and income, and between prop
erty being used and property being used up.
Professor Ripley’s enthusiastic praise of large
charge off for depreciation is criticized by the writer.
Excessive charging off, he says, is quite as dangerous
and fully as misleading as not writing off at all.
The recommendations for publicity in Professor
Ripley’s discussion may entail some difficulty, ac
cording to the writer, as to just where the line shall
be drawn. Mr. Dolge says that publicity may reach
a point where it will be disadvantageous to the busi
ness because competitors may take advantage of the
information published and he cites the temporary
publicity of income-tax information as an ex
ample.
Professor Ripley makes too broad a statement,
according to the writer, when he says, “ Whether or
not, for example, a given item should be charged to
capital or to income account is a matter of dictation
by the management in private corporations in the

United States.” The writer says that this is not
the case with reputable accounting firms. No
certified public accountant who values his reputation
will permit a management to dictate whether a given
item shall be charged to capital or income account.
He also takes exception to the statement that all
appraisals are open to question and criticizes such
remarks as too sweeping. The writer says that the
accordance of power to the federal trade commission
to enforce publicity of financial statements would
create a new bureaucracy in Washington to bring
about a standardization of accounts that would have
a paralyzing effect upon all business ventures.
Perhaps it has not occurred to Professor Ripley,
says Mr. Dolge, to inquire into the reason for the lack
of the publicity which he insists is desirable. The
writer says that a very possible reason for inadequate
statements is the inability of corporations to prepare
them. It has been admitted that there has been a
consistent improvement in the nature of corporate
statements and it is strange, says the writer, that
Mr. Ripley does not recognize the coincident growth
of the accounting profession in this country. He
fails to acknowledge that most of those statements
which receive his approval have been prepared by
or under the direction of certified public accountants.
Mr. Dolge says that the American Institute of
Accountants has consistently worked for the at
tainment of the desired objective, but not with the
cry of “ Wolf! Wolf! W olf!” He suggests that
it might be left to the accountancy profession and the
advertising profession to give to the stockholders the
adequate information to which they are entitled.
He says that it would hasten the availability of such
information to the general public if statutes provided
for the employment of an auditor elected by the stock
holders at their annual meeting, who would audit
the accounts and present a report with balancesheet and income account at the subsequent annual
meeting.

OBITUARY
Edmund M. Meyer
Edmund M. Meyer, a member of the
American Institute of Accountants and a
certified public accountant of Washington,
died last month at Spokane, Washington.
He had been a member of the Institute
since 1923, and had been in practice on his
own account since 1924.
Clinton H. Scovell
Clinton H. Scovell, member of the
American Institute of Accountants and a

certified public accountant of New York
and Massachusetts, died December 31st
at Newton, Massachusetts. Mr. Scovell
had been a member of the Institute since
1916, and of its predecessor, the American
Association of Public Accountants.
At the time of his death he was a member
of the firm of Scovell, Wellington & Co.,
Boston. He was a graduate of Harvard
University and served as president of the
National Association of Cost Accountants
during the year 1925-26.
14
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HERE AND THERE
Two firms have been formed to succeed
Smart, Gore & Co., who discontinued
active business on December 31, 1926.
One firm will be known as Allen R.
Smart & Co., and its members will be Allen
R. Smart, George K. Hyslop, Jackson W.
Smart, Robert F. Smart and Joseph F.
McCarthy, with offices at Chicago, New
York, Los Angeles and Dayton, and with a
correspondent at London.
The other firm will be known as Edward
Gore & Co., and its members will be Ed
ward E. Gore, William B. Boulter and
Edward B. Wilcox, with an office at Chicago
and correspondents in the principal Ameri
can cities and in London and Havana.
Both firms will have offices in the Harris
Trust building at 111 West Monroe street,
Chicago.

W. J. Forster & Co. announce the ad
mission to the firm of Harold E. Chadburn.
James D. Glunts & Co. announce the
removal of their offices to the Bankers
building, 73 Water street, Boston.
Herbert S. Greenwood announces that
the practice conducted by him and his son,
Herbert P. Greenwood, under the name of
Herbert S. Greenwood will be hereafter
conducted under the firm name of Green
wood & Greenwood, with new offices in the
Evening Post building, 75 West street,
New York.
Horace P. Griffith & Co. have announced
the entrance into the firm of Robert H.
Rissinger and the withdrawal of Willard
R. Ginder as of January 1, 1927. The firm
also announces the amalgamation of the
practice of Monro S. Coulter and the
association of Mr. Coulter as resident
manager of its Camden office.

The following paragraphs report publicservice activities of members and associates
of the Institute:
R. G. Abbey addressed the Salt Lake
City Executives Association, October 18th,
on the services rendered by the certified
public accountant.

Arthur H. Harris, formerly engaged in
the practice of accounting at 17 East 42nd
street, New York, has been admitted as a
member of the firm of Jacobson & Greenfeld, 51 Chambers street, New York.

Grant L. Bell, Scranton, Pennsylvania,
has been appointed chairman of the tax
ation committee of the Scranton Chamber
of Commerce.

Lester M. Buckley, Lincoln, has been
H.
E. Howard of Calgary, Alberta, appointed by Governor McMullen as
Canada, has opened offices for the practice member of the board of examiners for
of public accounting at 516 Grain Exchange certified public accountants in Nebraska.
building, Calgary.
Morin, Cherrington & Associates an
nounce the opening of offices at 185 Devon
shire street, Boston, where they will
continue the practices of George A. Morin,
Frederick B. Cherrington & Associates and
H. Clinton Kline.

Clifford S. Brison recently delivered an
address entitled “Audit working papers”
before the Chartered Accountants’ Stu
dents’ Society, Bristol, England. At ananother meeting of the Society Mr. Brison
spoke on “ Investigations.”

Edward P. Moxey & Co., Real Estate
Trust building, Philadelphia, announce
that Joseph S. Schmidt has been admitted
as a partner in the firm.

“ The proper treatment of distribution
costs” was the subject of addresses by
W. B. Castenholz of Chicago before the
Milwaukee chapter of the National Associ15
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ation of Cost Accountants, on December
21st, and the convention of the American
Association of University Instructors in
Accounting, St. Louis, December 29th.
Douglas Dewar, New York, has been
reappointed a member of the public finance
committee of the Brooklyn chamber of
commerce for the fiscal year ending May 31,
1927.
James L. Fields, Alameda, California,
wrote “ Sketches of past history of the build
ing and loan associations of California” as
a report of the building and loan commis
sioner.
J. Pryse Goodwin, New York, spoke on
“ Arbitration, a function of the public
accountant” before a meeting of the
Connecticut Society of Certified Public
Accountants, New Haven, December 9th,
and before the Society of Certified Public
Accountants of the State of New Jersey, at
Newark, December 14th. Mr. Goodwin
addressed the Rotary club and chamber of
commerce of Springfield, Massachusetts,
December 17th, on commercial arbitration.

The Commercial West for November
contained a short article by Samuel New
berger, New York, entitled “ Credit men
will not be needed—when?” Mr. New
berger addressed a meeting of the Brooklyn
Power Laundry club December 16th, on
“ The benefits of organization.” “ How to
increase profits in the laundry business by;
reducing costs,” by Mr. Newberger, ap
peared January 1st in Laundry Age and the
National Laundry Journal, and January
15th in the Starchroom Laundry Journal.

The M iamian for November, 1926,
contained an article by L. A. Oates en
titled “ Accounting for Miami’s catas
trophe.”
George S. Olive, Indianapolis, was elected
captain of civic workers in the “ Indian
apolis first” movement and has been nomi
nated for the position of director of the In
dianapolis chamber of commerce.
George Rea, New York, delivered an
address entitled “ Cost accounting in in
dustries in which by-products are an
important factor” before the Albany chap
ter of the National Association of Cost
Accountants, November 17th.

John T. Madden, New York, spoke beforea
meeting of the Alexander Hamilton Institute
at the Hotel Brevoort, New York, December
30th, on business education. “Education
and industry” was the subject of Mr.
Madden’s address before the National
Association of Brass Manufacturers at the
Hotel Biltmore, New York, on December
17th. At a meeting of the District of
Columbia Institute of Certified Public
Accountants, December 6 th, he spoke on
“ Education for certified public account
ants.”

George A. Treadwell, New Orleans, de
livered an address before a meeting of the
Robert Morris Associates in New Orleans,
October 30th. Mr. Treadwell has been
appointed a member of the committee of
the New Orleans convention and publicity
bureau to make a survey and prepare a
contribution budget.
A. J. Watson, San Francisco, has been
elected vice-president of the San Fran
cisco chapter of the California State
Society of Certified Public Accountants.

Collins Service for November contains
an article entitled “ Preferred loans” by
Walter L. Morgan, Philadelphia.

O. V. Whallin, Philadelphia, occupied the
position of team captain in a drive for the
Welfare Federation of Philadelphia, which
is a combined campaign for all charitable
institutions in the city.

Melbourne S. Moyer, New York, deliv
ered an address before the Society of Certi
fied Public Accountants of the State of New
Jersey at Newark, October 20th, entitled
“ Financing industrial enterprises.”

At a meeting of the Kiwanis club,
Brockton, Massachusetts, December 14th,
Raymond D. Willard of Boston spoke on
‘‘Standard costs.’'

W. A. Musgrave, Hartford, conducted
an examination of the accounts of the
Norwich chamber of commerce.
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municate with their congressmen, pro
testing against the adoption of the senate
amendment by the house.

Board of Examiners
The next examinations of the American
Institute of Accountants will be held about
the middle of May, 1927, although the
exact dates have not yet been fixed by the
board of examiners. Applications for ad
mission to the Institute should be submitted
at least sixty days prior to the date of
examinations.

Eamed-income Credit for Accountants
The earned-income credit to which
members of accounting firms are entitled is
limited to 20 per cent. of each partner’s
share of the net profits, according to the
treasury department’s interpretation of
Amendment to Appropriations Bill section 209 (a) (1) of the act of 1924, it is
Would Obstruct Refunds
reported. Apparently the treasury is not
literally applying the theory which it
The senate of the United States congress claims
but in certain cases has
has accepted an amendment to the defi refusedistoinvolved,
allow accountants earned income
ciency appropriation bill proposed by in excess of
their salaries or drawing ac
Senators McKellar and Couzens which
directs that all refund claims of $50,000 counts.
The paragraph of the section referred to,
or more be approved by the comptroller which
claimed applies to accountants,
general before payment. According to relates ittoistaxpayers
engaged in a trade or
Edward E. Gore, chairman of the Institute’s
committee on federal legislation, the adop business in which both personal services
tion of such a measure would serve only and capital are material income-producing
The treasury department refers
to complicate treasury procedure and to factors.
to
a
ruling,
S. M. 4,088, bulletin IV—39—
obstruct the payment of settlements due
taxpayers. The necessary duplication by 2369, which is commented upon as in
the comptroller’s office of work already accurate in Montgomery’s 1927 Income-tax
accomplished by the treasury would add to Procedure, and which reads as follows:
the expense of tax administration without
Revenue act of 1924
protecting government funds any more
A partnership which is an accounting firm of 5
effectively than at present, says Mr. Gore. members, all rendering services in the business,
It is felt that the administration of taxation employs from 15 to 20 junior and senior accountants
should be as efficient and economical as as assistants. The work of these assistants is sub
only to a perfunctory approval by the partner
possible and it is believed that the proposed ject
ship.
amendment is eminently undesirable.
Held, that the profits resulting from the labors of
The bill was to have gone to conference assistants of this character can not be regarded as
February third, but at the time when this compensation received for personal services actually
rendered by the partners and do not constitute
Bulletin goes to press the result of the earned
income to the partners within the meaning
conference has not been reported. It is of section 209 of the revenue act of 1924, and no
suggested that Institute members com part of such profit can be considered as earned net
Published Monthly by The Journal of Accountancy, Incorporated
Copyright 1927 by The Journal of Accountancy, Incorporated
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income unless the total amount of the net income of
the taxpayer is less than $5,000.

drals and 180 churches. I t ’s municipal
water system is valued at thirteen million
dollars. There are 85 hotels in the city.
Its public schools are among the best in the
country.
Omaha ranks second as a livestock mar
ket and its packing houses and stockyards
are of interest to visitors. The city is the
home of the famous “ Festival of Ak-SarBen” which is held every autumn.
This article is based on information sup
plied by the Union Pacific System.

Many accountants maintain that mem
bers of accounting firms are entitled to
return their entire partnership income, up
to the maximum earned income of $20,000,
as earned income. It is believed that the
matter will soon be brought before the
board of tax appeals.

Annual Meeting, September, 1927
Members of the Institute who attend the
annual meeting a t Del Monte, California, Cooperation of Bankers with Public
next September will have an opportunity to
Accountants
visit many places of historic, scenic and
At the fall meeting of The Robert Morris
commercial interest in the middle west
and west. In previous issues of the Bulletin Associates, an organization of credit officers
the attractions of St. Paul and Minneapolis of banks, held at New Orleans, October 28,
and of Minnesota’s ten thousand lakes 1926, the report of a committee on coopera
have been described. Travelers who avail tion with public accountants was presented
themselves of the northern route to the and adopted. By the courtesy of the chair
coast may wish to become acquainted man of the committee, Harvey E. Whitney,
with the city of Omaha, which, although the report is here reproduced, as follows:
not widely advertised as a scenic attraction, REPORT OF COMMITTEE ON COÖPERA
is notable for its beautiful parks and
TION WITH PUBLIC ACCOUNTANTS
residential districts. The city, covering
It was just a year ago that this committee in its
an area of 38 square miles, has 23 public report emphasized the necessity of the banks’ read
parks connected by a boulevard system ing understandingly the comments of accountants
connection with audited reports, that we might
35 miles in length. Riverview Park with in
not accept as a certificate what a careful reading
its wooded ravines and its interesting develops to be nothing but a series of comments, and
collection of wild animals is also greatly as a result of developments of the past year we can
frequented because of the splendid views think of no more important topic with which to
off this report.
it affords of the Missouri river. Elmwood lead
Within the past two weeks one of our members
Park, whose rolling elm-clad hills might submitted to your chairman an example which
be an inspiration to an artist, contains an read as follows:
“ We have audited as o f .............. the accounts
18-hole municipal golf course which has
of .............. and those of its subsidiary manufac
been pronounced one of the most beautiful turing
companies, and have prepared the statement
in the West.
of income and profit and loss of the above companies
Omaha appeals to lovers of historic for the year en d ed .............. from the books without
things because it is the starting point of the detailed examination of the income and expense ac
and submit herewith the following exhibits:
old Mormon trail and is on the old Oregon counts,
Exhibit A—Consolidated balance-sheet as of
t rail also. In Florence, a suburb, there is
an old Mormon graveyard, and the home
Exhibit B—Statement of consolidated income and
occupied by Brigham Young still stands. profit-and-loss account for the year ended.............. ”
Our member in his letter twice referred to this as
Many large industrial enterprises are repre a certificate
and in fact an ambiguous one, in that
sented in Omaha, and there are a number of the accountant would seem to assume little or no
imposing buildings, among which are the responsibility. It happens that this particular
headquarters of the Union Pacific System accounting firm is one that some time ago came out
favor of a service classification and announced that
whose lines follow the old pioneer trails in
it was incumbent upon an accountant to make clear
westward from Omaha to serve the entire in his report precisely what he has or has not done,
west; the Woodmen of the World building; together with his conclusion. Be that as it may, and
the Northwestern Bell Telephone Company there is something to be said on both sides as regards
particular exhibit, your chairman wrote the
building; the Medical Arts building, and this
member, calling his attention to the fact that what
the Omaha National and City National he twice referred to as a certificate was not a certi
Bank buildings. Omaha has two cathe ficate at all, but merely a series of comments, and
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common stock of a manufacturing concern accom
panied by a financial statement bearing an unquali
fied certificate signed by two well-known accounting
firms, upon which the following phrase appeared:
“ after giving effect to present financing.” This did
not seem to create any curiosity on the part of our
members, because your chairman heard from no one,
not even the banks of account, while if we will
recollect the recommendations of the American In
stitute committee which appeared in full in one of
our committee reports some time ago it will be noted
that these recommendations were not followed out.
Incidentally, one of the partners of one of the
accounting firms is a member of the committee of the
American Institute on cooperation with bankers.
It was specifically stated that the character of the
transactions to which effect was given should be
clearly disclosed in the heading of the statement. It
seems that on submitting the statement to the pri
vate bankers who were putting out the stock issue,
the phrase read “ after giving effect to proposed
issuance of 56,000 shares of common capital stock
and payment of notes payable.” The bankers re
quested that the accountants simplify the heading,
which they did to the extent noted, defending them
selves by stating that they had originally complied
with the recommendations of the committee in all
essential respects. The American Institute com
mittee’s chairman agrees, however, that while in
this particular instance no harm was done, it is his
opinion that the precedent is not a good one.
As an indication that we sometimes have right at
our own door the means of discovering a false state
ment is an example cited your chairman by one of
our members. It seems that in examining a state
ment which bore an unqualified certificate he no
ticed that there was no obligation shown for out
standing acceptances due banks, whereas at that
particular time the company was indebted to his
bank for a substantial amount under letters of
credit. He took this up with the customer and their
explanation was that while they realized they had
acceptances owing the bank on the date of the state
ment they also had a credit balance there as $375,000
in cash and $1,000,000 out in call loans, and as they
did not owe anything to any other bank they simply
deducted the amount from the cash and receivables
item showing the latter at a net figure. The ac
countants in this instance were a Canadian firm, not
members of the American Institute, but I can assure
you that in view of these circumstances their name
will occupy a more or less prominent place in our
records.
A movement recently started or at any rate
fostered by some of the leading accounting firms
should receive cordial backing by the bankers. This
refers to the desirability of having business men take
off their annual statements at the end of the fiscal
year natural to their particular line of business.
This would stagger the load, so to speak, of the
accountants and not require them to spread out
their more experienced men on so many different
assignments as is now necessary with such a large
majority of the statements bearing date of De
cember 31st. Incidentally, this should be of real
benefit to the client himself. It is, of course, es
sential from our standpoint, if we are to continue
our statement studies, that such a movement should
be adopted quite generally and not in isolated in
stances, and it would seem, therefore, that this

in view of the fact that the accountant starts off the
paragraph by stating that he has audited the books,
it was incumbent upon the member to ascertain why
the accountant had not given a certificate. He re
ported back to your chairman that upon taking this
up with the customer the latter stated that he could
not understand just what point our member had in
mind, because this wording was the same as had
appeared on previous statements, and no other one
of his seventeen depositaries had raised the question.
Now, gentlemen, if we are so careless as to accept
statements with such accompanying phrases by the
accountant without question, your chairman fails
to see how we can be too harsh in judging the
accountants.
The danger of accepting condensed balance-sheets
has been very clearly brought out in two specific
instances: in one case your chairman wrote to the
a c c o u n ta n t, calling his attention to the fact that
upon information furnished, an item of “ notes and
accounts receivable” embraced a substantial amount
due from other than trade sources, which it had
always been our understanding was not ethical. In
his reply he stated that in his opinion non-merchan
dise accounts which in point of liquidness rank equal
or superior to merchandise accounts, might properly
be grouped with the latter.
Furthermore, he said that he had submitted the
question to an official of one of the largest trust com
panies in New England, and he quoted this official
as stating that condensed balance-sheets in his ex
perience were not submitted for credit purposes,
and that the existence of a condensed balance-sheet
implied the existence of a detailed balance-sheet and
the latter would be called for in cases of application
for credit. In the other instance, the item of “ ac
counts receivable” in a condensed statement put out
by a paper broker included several hundred thousand
dollars due from the president of the corporation
personally. At the request of the member who sub
mitted this case, but of course without using his
name, we presented the facts to the American In
stitute committee, whose chairman later advised us
that the defense of the accountant was that the
condensed statement was not intended for credit
purposes. As an indication of the cooperation we
are receiving from the American Institute com
mittee I should like to say that I saw the reply of the
chairman in which he stated clearly that he did not
agree with the stand taken by the accountant, be
cause when a certified balance-sheet is issued the
accountant can not, of course, control the uses to
which it will be put and it is axiomatic that every
material fact should be disclosed in the balancesheet itself or the accompanying certificate. In
cidentally, the paper broker was familiar with the
situation, but that is another question. We all
know that condensed balance-sheets are often sub
mitted to us for credit purposes and we should,
therefore, be very much on our guard as long as some
accountants are ready to hide behind this explana
tion as an excuse for not following the recommen
dations of the federal reserve board in the article on
Approved Methods for the Preparation of Balancesheet Statements, where it is specifically stated that

any items other than those connected with sales
should not be included in the receivable item.
The “ giving effect” statement has also come in
for a little additional attention. There recently ap
peared an offering of a substantial block of shares of
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has now held that the board of tax appeals
must have this information in order to
exercise its judicial functions.

should be brought about through the medium of
trade groups.
We are still anxiously awaiting the result of the
efforts of the American Institute committee to
define the various classes of audits or examinations
made by accountants and specify the comments or
certificate that should accompany each type.
Now for a rather personal word. Your chairman
in the past has adopted various methods in connec
tion with the submission of his periodic reports.
Sometimes, but by no means as often as should have
been the case, he has submitted a draft of the report
to the other members of the committee for recom
mendations as to changes and additions. At other
times he has arbitrarily added their names to the
report allowing them the privilege only too often of
hearing it for the first time when it is read at the
meeting. On this occasion he has adopted the
latter course which explanation he makes in justice
to the other members of the committee who should
not be put on the rack because of his shortcomings.
Respectfully submitted,
H. E. W hitney , chairman,
E. E. B arker,

Public Accountants in Hotel
Accountants Association
Public accountants have evinced a great
deal of interest in the Uniform System of
Accounts for Hotels , the publication of
which has already been reported in previous
issues of the Bulletin, and many public
practitioners have become members of
the newly formed Hotel Accountants As
sociation, which was instrumental in the
composition of the uniform system. The
association is constituted of two classes of
members: auditors or chief accountants of
individual hotels or groups of hotels, and
public accountants whose practice embraces
the auditing of hotels. The latter are
known as public members. At a meeting of
the association in New York, December 17,
1926, the committee on admissions recom
mended the acceptance of applications of
seven accountants, two as members and five
as public members.
At the monthly meetings various sections
of the uniform system of accounts are dis
cussed, usually on the basis of papers on the
respective subjects presented by members of
the association. Members are invited to
send questions on hotel accounting to the
programme committee in advance of each
meeting, and these questions are also pre
sented for discussion. The fifth monthly
meeting of the Hotel Accountants Associa
tion will be held February 18th, at the head
quarters of the Hotel Association of New
York City, 221 West 57th Street.
Great progress has been reported in the
formation of chapters of the Hotel Ac
countants Association in various sections of
the country. As reported in the Bulletin
for December, 1926, the first unit to be
organized outside New York was in Phila
delphia, and this chapter held its second
meeting at the Hotel Walton, January 27,
1927. Among those who spoke at that
occasion were Richard H. Browne, president
of the Hotel Accountants Association and a
member of the American Institute of Ac
countants, and William J. Forster, an
associate of the American Institute of Ac
countants. Several technical papers were
also read and discussed at the meeting.

J ohn Clayton,
J. N. E aton,
P. F. G

ray,

F reas B. S nyder.

Important Tax Decision
Joseph J. Klein, president of the New
York State Society of Certified Public Ac
countants, has said, according to the New
York Times, that the recent decision of the
District of Columbia court of appeals, hold
ing that the internal-revenue commissioner
must produce hitherto secret tax informa
tion before the board of tax appeals to jus
tify denials of application for refunds of
excess-profits taxes, is an exceedingly impor
tant ruling.
The report of Dr. Klein’s statement
quoted him as saying that from $200,000,000
to $300,000,000 in possible refunds of ex
cess-profits taxes were involved in this issue.
Under the 1917, 1918 and 1921 revenue acts
the commissioner was given the authority to
reduce a taxpayer’s excess-profits tax by
applying a lower rate paid by taxpayers
engaged in the same or similar businesses, if
such a lower rate was paid by competitors.
The comparisons of the various rates made
by the commissioner have been kept secret
and the taxpayers, therefore, have been un
able to check up on his decisions. In the
1924 revenue act the board of tax appeals
was created, one of whose functions is to
decide such issues. The commissioner re
fused the board’s request to produce the
secret data before it on the ground that they
were confidential. The court of appeals
4
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The secretary of the Ohio Hotel Associa
tion has announced that several chapters of
the Hotel Accountants Association are
being formed in Ohio, and the president of
the Hotel Association of America, Thomas
D. Green, is planning to write the secreta
ries of the various hotel associations in this
country, suggesting the formation of chap
ters of the accountants’ body under
the auspices of the respective associations.
Word has been received from Chicago,
Boston, Detroit, Baltimore and other
cities that chapters are being formed
in those places. These facts seem to indi
cate that there is in the process of formation
a strong national organization which will
exert valuable influence in standardizing
hotel accounting, in exchanging and dis
seminating information useful to proprietors,
in maintaining a high standard of pro
fessional ethics and in promoting social
intercourse among its members.
On the evening of February 1st the mem
bers of the Hotel Accountants Association
in New York were the guests of L. M.
Boomer at the Waldorf-Astoria Hotel.
Among the speakers at this occasion
was Louis Toth, an Institute member,
who spoke on the course in hotel
management which is being conducted
at Cornell University, referring particularly
to the accounting phases of the course upon
which Mr. Toth lectures each week at the
University. He said that it is expected
that the uniform system of accounts for
hotels will be incorporated as part of this
course. Richard H. Browne spoke on the
formation and the progress of the Hotel
Accountants Association.
J. E. Sterrett Honored
J. E. Sterrett received the order of the
German Red Cross, conferred by Foreign
Minister Stresemann of Germany, on Janu
ary 11th. The award was made upon Mr.
Sterrett’s retirement from his position on
the Dawes transfer committee. He had
previously been honored with the Com
mander’s Cross of the French Legion of
Honor and the Belgium Order of Leopold, in
recognition of his services to Europe in aid
ing the work of the reparation commission.
Mr. Sterrett is a member of the American
Institute of Accountants and a former presi
dent of the American Association of Public
Accountants, the Institute’s predecessor.

Accountants Active in Arbitration
The activities of public accountants in the
cause of commercial arbitration for the
period from December 1, 1926, to January
15, 1927, are recounted in detail in a report
of J. Pryse Goodwin, chairman of the ac
countants’ committee of the American
Arbitration Association, dated January
18th. The report speaks of eleven articles
related to arbitration which were printed
in accountancy publications during the
period, as well as six addresses on the sub
ject which have been delivered by account
ants or at accountants’ meetings. An
interesting feature of the report is the
announcement that Professor Edward J.
Filbey, president of the American Associa
tion of University Instructors in Account
ing, has accepted an invitation to become a
member of the accountants’ committee of
the Arbitration Association. The report
also comments on the meeting of the Asso
ciation held at the Bankers’ club, New
York, in honor of the British government
industrial delegation at which Sir William
W. MacKenzie spoke on arbitration in
Great Britain. The American Arbitration
Association reports that accountants are
joining its membership in increasing num
bers.
William Clabaugh
William Clabaugh, a member of the
American Institute of Accountants and a
certified public accountant of the District of
Columbia and North Carolina, died Janu
ary 17, 1927, at the age of 49. Mr. Cla
baugh had been a member of the Institute
since 1922. At the time of his death he was
secretary of the board of accountancy of the
District of Columbia and he was a member
of the board when it was first created in
1923. He was affiliated with many busi
ness and social organizations and was a
member of the firm of William Clabaugh &
Co., Washington, D. C.
Accountant Bequeaths Books to
Institute Library
The following letter was received by the
librarian of the Institute under date of
December 30, 1926.
Dear Madam:
Upon the death of Mr. N . V. Ketchum, which
occurred on the 12th of September, 1925, there was
no will found among his belongings, but the writer
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did discover a pencilled memorandum which seemed
to express quite dearly Mr. Ketchum’s wishes as to
the disposal of a collection of books on auditing and
accounting which he owned. Upon conferring with
his widow, Mrs. Josephine R. Ketchum, (whose
address is 829 New York Avenue, Brooklyn) it was
decided to follow his wishes in connection with this
collection, that is, to present them to you. Mr.
Ketchum was a member of your Institute and also
a member of the New York State Society of Certified
Public Accountants for many years. The writer
delivered the books at your library on the 29th inst.
and would be pleased to receive an acknowledgment
from you of the receipt of same.
Very truly yours,
J. C. P e a s e ,
Surviving partner of Ketchum & Pease,
Public Accountants.

3. Indirect methods of protecting national commerce
and shipping.
(a) Subsidies, direct or indirect.
(b) Dumping, and anti-dumping legislation.
(c) Discrimination arising from the conditions
of transports.
(d) Fiscal measures discriminating against for
eign imported goods.
4. Repercussion upon international commerce of re
duced purchasing power.
II . Industry
1. Situation of principal industries (productive
capacity, output, consumption and employ
ment).
2. Nature of present difficulties in industry; their
industrial, commercial and monetary causes.
3. Possibilities of action:
(a) Organization of production, including, in
particular, International industrial agree
ments, considered from the point of view
of production, of the consumer and of
labor; their legal position; their connec
tion with customs problems.
(b) Importance of collection and prompt ex
change of statistical information with re
gard to industrial production.

World Economic Conference
The council of the league of nations has
adopted a report of the second session of
the preparatory committee which has been
considering plans for an economic con
ference, which will, therefore, be held at
Geneva, May 4, 1927. The representa
tives, it is believed, will not be government
spokesmen empowered to draw up conven
tions, but persons who will be chosen by the
governments for their personal qualifica
tions, and it is hoped that they will be fairly
representative of capital, labor, agricul
turists, economists and persons acquainted
with the practice of international commer
cial negotiations.
The preparatory committee has compiled
an agenda for the conference, which is out
lined as follows:

I I I . Agriculture
1. The present position of agriculture compared with
pre-war conditions, in respect of production,
consumption, stocks, prices and free circulation
of agricultural products.
2. Causes of present difficulties.
3. Possibilities of international action:
(a) Development of, and international collab
oration between, producers’ and con
sumers’ organizations, including the
different systems of cooperative organi
zation.
(b) Continuous exchange of all relevant infor
mation concerning agricultural condi
tions, scientific and technical research,
agricultural credit, etc.
(c) Development of the purchasing power of
agricultural producers.

FIRST PART

The World Economic Position
Principal features and problems as seen from the
point of view of different countries.
Analysis of economic causes of the present dis
turbed equilibrium in commerce and industry.
Economic tendencies capable of affecting the peace
of the world.

It is intended that the discussions will deal
to a certain extent with general world prob
lems but the conference also will endeavor
to concentrate on special questions with a
view to determining practical solutions.
Questions of tariff may, among others,
command attention, and proposals for in
ternational agreements between private
industrialists may be considered.
The council has decided to invite dele
gates not only from members of the league
but also from the United States, Russia,
Turkey, Mexico, Ecuador and Egypt.
M. Theunis, former prime minister of
Belgium, who has presided over the prepara
tory committee, is to be president of the
conference.

SECOND PART

I. Commerce
1. Liberty of trading:
(a) Import and export prohibitions and re
strictions.
(b) Limitation, regulation, or monopolization
of trade.
(c) Economic and fiscal treatment of nationals
and companies of one country admitted
to settle in the territory of another.
2. Customs tariffs and commercial treaties.
Obstacles to international trade arising from:
(a) Form, level and instability of import and
export tariffs.
(b) Customs nomenclature and classification.
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Bulletin Supplement
February 15, 1927.
To Members and Associates of the
American Institute of Accountants:
The board of examiners, having given consideration to the examination papers of all
applicants for admission to the Institute, finds as follows: Of 18 applicants who sat for the
written examinations, 3 passed, 2 were conditioned and 13 failed. The three applicants
who passed are eligible for admission as members. Five applicants took the oral examin
ations, 3 of whom passed and are eligible for full membership. Twenty applicants having
already passed the Institute’s examination for a C. P. A. degree are eligible for admission,
11 as members and 9 as associates. Thirteen applicants are eligible for admission as
members and 8 as associates on credit for other examinations acceptable to the board of
examiners. Five associates are eligible for advancement to membership.
Following is an alphabetical list of those recommended by the board of examiners for
election:
For Advancement to Membership:
Robert N. Dedaker, Indianapolis
Abraham I. Grade, Chicago
Walter L. Morgan, Philadelphia
Prior Sinclair, Cleveland
David E. Townsend, New York
For Admission as Members:
Arthur W. Ambler, New York
David Roy Anderson, Philadelphia
Walter H. Anderson, Chicago
Roy Andreae, Chicago
Edward L. Barette, Los Angeles
Archibald J. Bloodsworth, New York
William H. Borland, Birmingham
William Bringhurst, Philadelphia
Herbert P. Brown, Los Angeles
H. Ashlin Dykes, Baltimore
George R. Foddy, Jr., New York
Arthur G. Holland, Salt Lake City
John A. Janzen, Chicago
Charles J. Keller, Cincinnati
Frank Lester Kerr, Chicago
For Admission as Associates:
Alvin W. Burket, Richmond
Robert S. Carter, New York
Clinton Collins, Jr., Cincinnati
Roy T. Culey, Los Angeles
G. Q. D'Albini, Medford, Oregon
Joseph A. Gormley, New York
Algo D. Henderson, Yellow Springs, O.
Milo B. Hopkins, Chicago
Horace S. Irving, Kansas City, Mo.

Thomas J. King, New York
Ira B. McGladrey, Cedar Rapids
James J. McGonigle, Pittsburgh
Jaime Roberto Maceo, Fort Worth
William Franklin Marsh, Pittsburgh
Edward J. Moehringer, Cincinnati
Harry T. Nelson, Dallas
Percy Walter Pogson, El Paso
James W. Rorrison, Dallas
Emanuel Rothman, Los Angeles
William N . Simlick, Cincinnati
James R. Wharton, South Bend
Edward B. Wilcox, Chicago
Ernest R. Wildbrett, New York
Paul D. Williams, Kansas City, Mo.

Vincent J. Murphy, St. Petersburg, Fla.
Charles A. Muzzy, Fort Myers, Fla.
Kennon W. Parham, Raleigh, N. C.
Robert H. Rissinger, Philadelphia
Herbert B. Rose, San Francisco
Delbert F. Saxton, New York
Jackson W. Smart, Chicago
Thomas Y. Whittingdale, New York

These applicants do not become members (or associates) until they are elected by the
council, which is voting by mail ballot. If protest is to be made against the election of any
applicant on the list, it should reach the offices of the Institute by March 1st.
F. H. HURDMAN, Acting Secretary.
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entries and ledger index. Its purpose is
the creation of accuracy in the bookkeeping
for laundries and the control of costs. The
volume has been compiled and edited by
Galen B. Cook, director of the Laundryowners National Association and Frank E.
Webner, a certified public accountant.

Accounting for Laundries
The Laundry-owners National Associa
tion has published a complete manual on
cost accounting for laundries. The work
gives details on double-entry accounts,
account relations, valuations, economic
accounts, transactions displayed by model

STATE LEGISLATION
A number of bills affecting accountancy
or of interest to public accountants have
been introduced in various states whose
legislatures are in session this year. As far
as may be ascertained no bill relating to
accountancy or to public accountants has
as yet been passed in any legislature. Such
bills now under consideration are as follows:
Arkansas
House bill No. 112 is intended as an
amendment to the existing law to reor
ganize the state board of accountancy in
Arkansas.
Senate concurrent resolution No. 4 was
adopted and ordered transmitted to the
house of representatives in Arkansas. The
resolution provides for the appointment of a
joint committee to conduct, with the aid of
certified public accountants, the affairs of
the state penitentiary.
California
Senate bill No. 234 in California, intro
duced January 18th, is entitled, “An act to
create a state board of accountancy and
prescribe its duties and powers; to provide
for the examination of and issuance of
certificates to qualified applicants with the
designation of certified public accountants,
and to provide grade of penalties for viola
tion of the provisions.” The California
legislature is at present in recess, it is re
ported.
Connecticut
A bill has been introduced in Connecticut
concerning an amendment in the charter of
the city of Willimantic providing for the
audit of the accounts of the city semi
annually by certified public accountants.
The bill is numbered house No. 130 and was
introduced January 26th. It has been
referred to the committee on cities and
boroughs.

Kansas
House bill No. 170 in Kansas relates to the
officers, directors and employees of banks,
prescribing that one of such number shall
have sufficient knowledge of accounting to
reconcile accounts and arrive at a balance.
House bill No. 341 recently introduced in
the Kansas legislature would provide for the
auditing of books and records of certain
county offices by a certified public ac
countant, to be appointed by the judge of
the district court.
Massachusetts
The Massachusetts Society of Certified
Public Accountants has caused four bills
to be introduced in the Massachusetts leg
islature relating to the administration of
taxation in the state. All four bills were
introduced January 17th.
House bill No. 505 is intended to create
a board of tax appeals, consisting of a
chairman and two associate members to be
appointed by the governor with the advice
and consent of the council, and it prescribes
the duties, powers and manner of procedure
of this board.
House bill No. 506 relates to the taxation
of business corporations.
House bill No. 509 is an act relating to the
application for abatement of the business
corporation excise tax.
House bill No. 510 relates to the definition
of net income as applied to the taxation of
banks and foreign and domestic business
corporations, and provides that net income
for state tax purposes shall be computed on
the basis of the net income returned by banks
and corporations to the federal government
under the federal revenue act applicable for
the period.
The two bills repealing the corpora
tion excise tax and allowing business cor
porations to offset the net loss of one year
7
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North Carolina
Senate bill No. 91 in North Carolina would
require the state bank examiner to audit the
books of building and loan associations.

public accountants, providing penalty for
violations of the provisions, and repealing
certain sections of the compiled laws of
North Dakota for 1913 and all acts or parts
of acts in conflict with the provisions of the
bill.
Oregon
House bill No. 180, introduced in the
Oregon legislature January 21st, is described
as an act requiring further qualifications for
certified public accountants. This bill was
intended to re-open the waiver clause and
otherwise to lower accountancy standards
in Oregon. The Oregon State Society
of Certified Public Accountants opposed the
bill strenuously at a hearing January 31st
and enlisted the support of the state univer
sity, the agricultural college and other
educational institutions in combating the
proposed measure. The American Institute
of Accountants announced itself as being,
in accord with the state society, against the
bill on the grounds that it would be detri
mental to existing accountancy standards.
As a result of the hearing the committee
unanimously voted to report unfavorably
on the bill.
House bill No. 45 provides for the ap
pointment of a certified public accountant
by the governor of the state to audit irriga
tion districts. This bill was referred to the
irrigation committee and was reported
favorably January 28th. It passed the
house February 1st.

North Dakota
House bill No. 158, introduced January
28th in the legislature of North Dakota,
provides for the creation of a state board of
accountancy, prescribing its duties and
powers, providing for the examination of,
and issuance of certificates to qualified ac
countants, with the designations of certified

West Virginia
House bill No. 148 of West Virginia, intro
duced January 19th, amends the existing
statute relating to certified public account
ants. The same bill was introduced in the
senate, numbered senate 78. The West
Virginia legislature has adjourned until
March 16th.

against the taxable income of the two years
succeeding, respectively, were opposed by
Henry F. Long, state commissioner of
corporations and taxation at a hearing,
February 1st, before the legislative com
mittee on taxation. Mr. Long claimed that
the enactment of these bills would increase
other state taxes by about a million dollars.
J. Chester Crandell, chairman of the
special committee on excise tax of the
Massachusetts society, disagreed with Com
missioner Long on the consequences which
would result from the passage of the bills in
question. Mr. Crandell claimed that the loss
in taxes would be not more than $245,000.

Missouri
House bill No. 343, Missouri, to repeal
the state certified public accountant law
was killed in committee as a result of the
opposition of Missouri certified public
accountants.
Nebraska
Senate bill No. 18, introduced in Nebraska
January 17th, would provide for a uniform
system of accounting by all county, city
and village officers and their reporting to
the auditor of public accounts.

STATE BOARDS OF ACCOUNTANCY
member of the board of accountancy for six
years.
Louisiana
Guy V. W. Lyman has been appointed as
a member of the state board of accountancy
of Louisiana by Governor Simpson. Mr.
Lyman formerly served as a member of the
board from 1922 to 1924.

Connecticut
On December 31, 1925, Irville A. May
was reappointed by the governor of Con
necticut as a member of the state board of
accountancy. Mr. May is a former presi
dent of the board and at present occupies
the position of secretary. He has been a
8

Bulletin of American Institute of Accountants

LOCAL SOCIETIES
Indiana Association of Certified
Public Accountants
The public-affairs committee of the In
diana Association of Certified Public Ac
countants has issued the second of a series of
letter-bulletins which are to be distributed
to the business community of Indiana.
The present bulletin is entitled “ The busi
ness man and the certified public account
ant.” It concisely states the need of
accountancy services in modern business,
the scope of these services and the profes
sional nature of accountancy. The bulletin
also contains the names of members of the
Indiana Association of Certified Public
Accountants. The committee hopes that
the series of bulletins proposed may aid in
establishing complete cooperation between
accountants, bankers, credit men, attorneys
and business men in general.

York state income tax was undertaken by
Mr. Sack. An interesting feature of the
programme was the presentation of a
paper on “ Insurance trusts.”
The anniversary dinner of the society will
be held March 21st at the Waldorf-Astoria
Hotel.

Pennsylvania Institute of Certified
Public Accountants
The Pennsylvania Institute of Certified
Public Accountants held its regular quar
terly business meeting January 17th at the
Manufacturers club, Philadelphia. Before
the business of the evening was entered into,
an address was delivered on “The account
ant and the law” by Doane MacDonald,
followed by a general discussion of the sub
ject and how it ramifies the work of the
certified public accountant. The main
feature of the discussion centered around
Massachusetts Society of Certified
the fact that the accountant is constantly
Public Acccountants
brought face to face with problems affecting
A meeting of the Massachusetts Society the laws of business as well as with problems
of Certified Public Accountants was held dealing with financing, accounting systems,
January 24th at the chamber of commerce corporate organizations, auditing and vari
building, Boston. A round-table confer ous other activities.
At this meeting, the by-laws of the Penn
ence on “Audit certificates and reports”
was the programme for the meeting. sylvania Institute were modified somewhat
Charles F. Rittenhouse introduced the sub in order to permit a larger and more repre
ject, which was subsequently discussed by sentative state-wide organization. The re
James Willing, J. Chester Crandell and Ed visions provide for the organization of
ward J. McDevitt, Jr. Frederick B. Cher chapters throughout the state, all of which
will be affiliated with and subordinate to the
rington presided at the meeting.
parent organization, the Pennsylvania In
stitute of Certified Public Accountants.
New York State Society of Certified Under this plan, chapters will be organized
Public Accountants
in Pittsburgh, Philadelphia, Harrisburg,
The regular monthly meeting of the New Scranton and the various other financial
York State Society of Certified Public Ac centers of the state.
countants was called for February 14th at
Other matters of importance were dis
the Waldorf-Astoria hotel. The subject for cussed, particularly the results of confer
discussion was “ Income-tax problems” and ences with the Bell Telephone officials of
the programme was arranged under the Pennsylvania with respect to the new classi
direction of the special committees on fed fication to be used in the telephone di
eral taxation and state taxation, whose rectory.
chairmen are Orrin R. Judd and Isidor Sack,
A number of applicants were elected to
respectively. The programme provided for membership at this meeting. The secre
the leading of a discussion on the federal tary reported that the membership of the
revenue act by Dr. Joseph J. Klein, presi Institute at the present time is 280, includ
dent of the society, and Robert H. Mont ing certified public accountants in all parts
gomery.
of the state, New York City, and in other
The leading of the discussion on the New cities scattered throughout the country.
9
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COURT DECISION
Washington
The following decision of the supreme
court of the state of Washington, depart
ment two, handed down January 6, 1927,
is here reproduced in full for the information
of accountants who may be interested:
SAMUEL F. RACINE, DOING BUSINESS
UNDER THE NAME OF SAMUEL F. RACINE
& CO., APPELLANT, v. G. D. B. ENDER, et al.,
RESPONDENTS.
Appeal from a judgment of the superior court for
King county, Ronald, J., entered March 28, 1926,
upon granting a nonsuit, dismissing an action for
an injunction. Reversed.
George W. Williams and Philip D. McBride, for
appellant.
Geo. W. Korte and J. Knox McDowell, for
respondents.
Askren, J.—The appellant, in 1909, opened offices
in Seattle, where he has continuously since main
tained a school of accounting as well as the business
of a certified public accountant. In 1920, the re
spondent, who had previously thereto taken a course
in appellant’s accounting school, accepted employ
ment with him as a certified public accountant at a
salary of approximately one hundred fifty dollars
per month. The employment lasted five years.
During that time he became the leader in his branch
of the auditing work and his salary was increased to
two hundred fifty dollars per month. At the time
of employment, nothing was said between the parties
as to any restrictions upon future employment which
respondent might engage in, but at the end of each
week during the employment he was required to
prepare a report showing the clients of appellant for
whom work was performed by respondent, as well
as the number of hours. At the bottom of the re
port, and immediately above the signature of the
respondent, appeared the following:
“ w arranty

“ Recognizing the relationship which exists be
tween an accountant and his client and as a con
sideration for my employment with Samuel F.
Racine & Co., and also for the amount received
therefor as compensation I hereby warrant that
“ (a) During such employment, unless other ar
rangements are made, my entire time shall be de
voted to the interests of Samuel F. Racine & Co.
“ (b) During such employment I will not do any
accounting, bookkeeping or auditing work for any
one except through the office of Samuel F. Racine
& Co.
“ (c) Either during or after leaving such employ
ment I will not take any action whatsoever which
may disturb existing business relations of Samuel F.
Racine & Co. with any person, firm or corporation
with whom I came in contact as a representative of
Samuel F. Racine & Co., and
“ (d) For a period of three years after leaving such
employment I will not:
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“ (1) Solicit accounting or auditing work from any
person, firm or corporation with whom I came in
contact as a representative of Samuel F. Racine &
Co., or
“ (2) Perform any accounting or auditing work,
either acting for myself or for any other party, for
any person, firm or corporation with whom I came
in contact during my employment with Samuel F.
Racine & Co., also
“ (3) That each of the above articles shall be
construed to cover and include not only the clients
of said Samuel F. Racine & Co. but also members of
the staffs of his clients as well as occupants of their
offices.”
It will be noted that the warranty recites an agree
ment for a “ period of three years.” The first re
ports contained a provision for only eighteen months,
but this was changed to “three years” long prior to
the cessation of employment by appellant. After
the services of respondent were terminated, he
opened a school of accountancy and offices as a
certified public accountant, and sent out notices to
this effect, some of which were sent to appellant’s
clients, and began to perform services for many of
appellant’s clients.
Appellant then brought this action, asking for an
injunction against the respondent to prevent him
from doing business with appellant’s former clients,
and to enforce the provisions of the contract with
reference thereto. Upon the hearing, the evidence
showed that the business of a certified public
accountant is such that the person who actually
performs the labor incident thereto acquires an inti
mate knowledge of the business of the client, pre
paring audits of the business, income-tax returns,
and other matters very confidential in their nature,
and vital to the business itself. It showed also that
appellant has spent some seventeen years in building
up this business and that he employs a number of
men to do the actual work at the clients’ places of
business; that as work is to be done he sends an ac
countant to do the work, but as the client learns to
know the accountant the desire of the client to have
the particular accountant do his work increases to
the point where it is almost impossible to change the
accountant, owing to the confidential knowledge he
has of all the important and vital matters concerning
the business; that many times the appellant has no
personal acquaintance with his clients, but they
come to him because of his reputation and ability
to have in his employ careful accountants, capable
of doing the client’s work and the accountant in
most cases is the only point of contact between the
appellant and the client.
The evidence disclosed that at least twenty-two of
appellant’s former clients changed to respondent
when he commenced business for himself, and that
substantial damage has resulted to appellant.
The trial court held that the warranty contained
in the weekly report signed by respondent was not
a part of the contract. Respondent testified that,
while he read it many times, he did not consider it
had anything to do with his employment, and that,
at a luncheon when he was present, the appellant
had described the provisions thereof as having no
legal effect, and being placed there for the moral
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effect alone. The court thought that since the
warranty was contained in the report for the week’s
work just finished, it referred to that week’s work
only, and was unenforceable since the services were
already performed. It concluded that it could not
be effectual as to the next week’s work or any future
services. This distinction is too shadowy to be
upheld. It may be that as to the first week’s labor
the warranty could not be effective, but when each
week respondent signed the warranty which ex
pressly provides in the first three provisions in
words that no man may misunderstand, “ (a) my
entire time shall be devoted: (b) during such em
ployment I shall not do, and (c) either during or
after leaving such employment I will not take any
action,” such a warranty contained in each report
was certainly a basis and a part consideration for
future employment. Counsel for respondent has
cited a number of cases involving mercantile trans
actions, where the courts have held that invoices
accompanying delivery of goods pursuant to the
previous contract, and containing modifications and
qualifications thereof, are not binding upon the party
purchasing, and are denominated by the courts as
mere announcements in terrorem. Their appli
cation to the facts here where respondent signed
each week for two hundred sixty weeks a warranty
that he would not do certain things is not apparent.
It is a part of the contract of employment and must
be upheld, if it be not contrary to law. This brings
us to the serious point in the case.
(1) It is respondent’s contention that the contract
is void because it is against public policy in that,
(1) it unduly restricts respondent's liberty of con
tract, and (2) it unduly prevents the public from
availing itself of his services. The provisions which
are said to be unduly restrictive are sections 1, 2,
and 3, of subdivision (d), as follows:
“ (1) Solicit accounting or auditing work from
any person, firm or corporation with whom I came
in contact as a representative of Samuel F. Racine
& Co., or
“ (2) Perform any accounting or auditing work,
either acting for myself or for any other party, for
any person, firm or corporation with whom I came
in contact during my employment with Samuel F.
Racine & Co., also
“ (3) That each of the above articles shall be
construed to cover and include not only the clients of
said Samuel F. Racine & Co., but also members of
the staffs of his clients as well as occupants of their
offices.”
Roughly construed, these provisions prohibit
respondent from soliciting or doing, within a period
of three years, any work for any of those people
whose desire for his services comes because through
his work as a representative of the appellant he was
enabled to acquire a knowledge of their business, or
become intimate with the members of the staff of
such business. This construction appears to be
recognized by both parties to the controversy.
Construed in this manner, let us see to what extent
the restrictions go. In the broadest sense, the
restriction is nothing more than to prohibit re
spondent from taking appellant’s clients with him
when he severs his connection with appellant, or to
perform services for those so intimately connected
with such clients as to be fairly classified as his
future clients. That such a requirement so accords

with common honesty between men, and a failure
to observe it leads to such direful results, is so well
established that it seems strange that it should be
contended that one engaged in a position where
confidence is the basis of the relation between client
and the employee and that confidence results
through the employer and is the foundation stone
of his business, then the employee may, disregarding
his employer’s rights, visit ruin upon him. The
general rule applied in construing such contrasts, is
that restrictions therein are upheld, if they meet the
test of showing that they are not greater than are
reasonably necessary to protect the business or good
will of the employer, even though they restrain the
employee of his liberty to engage in a certain occu
pation or business, and deprive the public of the
service, or restrain trade. 13 C. J. 475.
9 A. L. R. 1467, 1468, states the rule as follows:
“ The validity of covenants by employees not to
engage in a similar or competing business for a
definite period of time, following the termination of
the contract of employment in which the covenant
is incorporated, may be sustained, although the
contract is recognized to be in restraint of trade.
The test generally applied in determining the valid
ity of such a covenant is whether or not the re
straint is necessary for the protection of the business
or goodwill of the employer, and, if so, whether it
imposes on the employee any greater restraint than
is reasonably necessary to secure to the business of
the employer, or the goodwill thereof, such protec
tion, regard being had to the injury which may
result to the public, by restraining the breach of the
covenant, in the loss of the service and skill of the
employee, and the danger of his becoming a charge
upon the public.
*

*

*

*

*

“ It is clear that if the nature of the employment
is such as will bring the employee in personal contact
with the patrons or customers of the employer, or
enable him to acquire valuable information as to the
nature and character of the business and the names
and requirements of the patrons or customers,
enabling him, by engaging in a competing business
in his own behalf, or for another, to take advantage
of such knowledge of or acquaintance with the
patrons or customers of his former employer, and
thereby gain an unfair advantage, equity will in
terfere in behalf of the employer and restrain the
breach of a negative covenant not to engage in such
competing business, either for himself or for another
providing the covenant does not offend against the
rule that as to the time during which the restraint is
imposed, or as to the territory it embraces, it shall
be no greater than is reasonably necessary to secure
the protection of the business or goodwill of the
employer.”
Of course, the rule above quoted is subject to the
exception that the interests of the public may be so
opposed to the contract that it should not be upheld,
even though no good cause is shown between the
parties. But no situation of this character is shown
here. True, some of the former clients of appellant
testified that they asked respondent to do their
work, and that they desired his services, but this is
not enough.
They do not desire his services because he is the
only person who has the ability to perform them, but
because they know him well and he knows all about
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their business. The case is no different than those
contracts so often before the court where a phy
sician’s or dentist’s assistant has contracted not to
engage in the practice of the profession within
reasonable limits of his employer’s clientele. No
doubt the patients prefer the services of the assistant
who has cared for their health in the past, but the
law presumes that the service can well be performed
by some one else.
Respondent has argued that this case is controlled
by Ice Delivery Co. v. Davis, 137 Wash. 649, 243
Pac. 842, where the plaintiff, an ice company, sought
to restrain the defendant from soliciting and serving
ice to customers of the plaintiff, his knowledge of
them being such having resulted from his former
relationship with the plaintiff, and the injunction
was denied. But we are unable to so conclude.
The case at bar is more nearly like, and we think,
controlled by, the case of Davis & Co. v. Miller,
104 Wash. 444, 177 Pac. 323, where a former em
ployee of the plaintiff, who had knowledge of all the
important matters, and stood in relation of confi
dence to the employer, started a like business of his
own, and solicited the clients of his former employer.
In the Ice Delivery case, supra, it was sought to
predicate the right to an injunction upon the de
cision in the Davis case. But we rejected the plea
of similarity and the distinction which should be
made here was aptly made in that case, where
we said:
“ The facts and circumstances in that case and
those in the present one are not parallel. In that
case, the services under consideration were more
largely of a personal sort in the performance of duties
of the agency. The success of that service depended
upon the personal ability of the agent to obtain as
high rentals as possible and reasonable from tenants
who were responsible and dependable. For those
purposes each piece of property handled was a
separate and individual thing. Davis & Co. had
established a large and successful business of that
kind, largely through the efforts of Miller within the
knowledge of the clientele who were acquainted with
him. The service was that of a representative
between the owner and the tenant that necessitated
the fixing of prices, terms of tenancy and knowledge
of the financial standing of all the persons in
volved, with changes in that respect, if any, as they
happened. Handling the business required daily
conferences of all the employees and embraced confi
dences too important for others than John Davis
who was the head of the concern, Miller and one
other employee. Miller was always there, he was
the one man in the confidence of Davis.
“ Not so in the present case, which involved the
sale of a commodity for consumption. Different
from houses and rooms, a pound of ice is like another
pound of ice, the same price to all in the same
quantity. The customer may take it today and
refuse it tomorrow. The substance of the service is
the ice delivered, not the personal service of the
carrier who delivers it.”
Respondent has cited a large number of cases from
other jurisdictions. An examination of them dis
closes that they are not generally at variance with
the rule we have announced. Their applicability
depends upon the facts. In many of them will be
found facts which the court concluded were insuffi
cient to sustain the restrictions; as, for instance, in
Menter v. Brock, 147 Minn. 407, 180 N. W. 553,

where the court held that “there was no evidence
that Brock in the position of manager came in
contact with customers of plaintiff, so as to obtain
any personal hold on the goodwill of the business;”
in Samuel Stores v. Abrams, 94 Conn. 248, 108 Atl.
541, where the agreement related “ merely to services
in a local retail business and primarily aims to re
strict competition” ; and in Mandeville v. Harman,
42 N. J. 185, 7 Atl. 37, where a contract never to
engage in the practice of medicine in Newark was
held not to be reasonably necessary for the pro
tection of the plaintiff. We have been cited to no
case which we deem parallel with this where the
contract has been held void. Indeed, the restric
tions in the covenant are far milder than most of
those upheld by the court.
Much is said in the briefs as to the right to labor,
and the necessity of the courts declining to uphold
restrictive covenants, to much of which there can
be no dissent. But the restriction here is not un
reasonable either as to time—three years—or as to
persons—Racine’s clients. Nor is there any show
ing that it has affected or will affect respondent’s
labor for a livelihood. He testified that he had
already secured a large number of clients and that
at least three-fourths of them did not come to him
from his former connections. The limitation, it
will be seen, is far less restrictive than many usually
upheld by the courts.
It is our conclusion that the contract is valid and
should be upheld. The cause is reversed, with in
structions to enforce the provisions thereof.
Parker, Mackintosh, and Bridges, JJ., concur.
Tolman, C. J. (dissenting in part)—With most of
what is said by the majority, treated abstractly, I
agree; but I feel that the majority have overlooked
what I consider the very unreasonable features of
subdivision “ 2 ” of paragraph “ d ” of the so-called
warranty. That subdivision is: “ I will not; . . .
Perform any accounting or auditing work, either
acting for myself or for any other party, for any
person, firm or corporation with whom I came in
contact during my employment with Samuel F.
Racine & Co., . . . ” This is a peculiar provision
and, I think, a very unreasonable one. Unless
bound by a contract for a definite term—of which
there is no suggestion here—every one of Racine’s
clients might terminate the relationship at pleasure.
I find no proof here which negatives the conclusion
that each and all of Racine’s former clients, now the
clients of respondent, had not, without solicitation,
at his own volition, terminated the relationship with
Racine at or before the time respondent left Racine’s
employ. It may even be that some of them dis
solved their relations with Racine years before
Bender ceased to be so employed. Can anyone say
that it is reasonably necessary, for the protection of
Racine, that Bender should not for three years
thereafter do any business for one who, though once
a client of Racine’s, had ceased to be such for good
and sufficient reasons long years before Bender
opened an office of his own? Clearly, when a client
severed his relations with Racine, Racine had no
interest to protect; and therefore, in my judgment
the order of the majority to enforce the provisions
of the contract is too broad, and in reason and in
justice should be so limited as to permit Bender to
serve all those who had terminated their relations with
Racine prior to the time when Bender ceased to be Ra
cine’s employee. I therefore, to that extent dissent.

12

Bulletin of American Institute of Accountants

REVIEWS
E. A. KRACKE—“ACCOUNTANCY IN
GERMANY"

Address delivered at a meeting of the
Ohio Society of Certified Public Account
ants, Cincinnati, October 9 , 1926.
The profession of accountancy in Germany has
not attained the status it has reached in America,
either in the respect of the public or in its record of
accomplishment, said the speaker in opening his
address. However, German accountants, he said,
are anxious to make progress although they are
handicapped by the fact that most of the practice
is in the hands of corporations owned by the finan
cial institutions of the country. This proprietary
relationship robs the practitioner of professional
independence.
The technique of accounting as far as detail work
is concerned is quite satisfactory in Germany, said
the speaker. The adoption of columnar records has
improved original entry records. Great care is
used in the detail accounting for inventories and
capable control is exercised over stores. Cost
records in general are also well kept. However, the
science of journal entries, according to the speaker,
is backward in comparison with American methods
and analytical operating information in the form of
current internal reports directly related to operating
results is conspicuous by its absence. Mr. Kracke
said that the consolidated balance-sheet is practically
unknown in Germany, despite a complicated develop
ment of subsidiary company relationships. The
acquisition of other corporations has tended toward
the type of “ vertical” trust formation as distin
guished from the “ horizontal.” The former type
attempts to follow production from raw material to
the final manufactured article, while the latter aims
to combine concerns more or less in the same general
line. This vertical combination, however, is con
fused in many cases by the acquisition of unrelated
corporations. The subsidiary companies are usually
held in varying degrees of stock control with fiscal
year closings in almost every month of the year.
Naturally the unification of a number of such con
cerns in a balance-sheet and income consolidation
presents a difficult though necessary task.
The speaker said that the ordinary German pub
lished balance-sheet is not satisfactorily informative,
no attempt being made to set forth the current work
ing capital position. The balance-sheet value of the
inventories is frequently understated. The receiv
ables often include such items as investments that
by no means represent current funds. The liabilities,
on the other hand, not infrequently include consid
erable sums of pure reserves. The speaker next
pointed out the failings of the income account
commonly found in Germany, saying that items
which in America are expressed in the accounts on
the basis of accrual are treated as expenses when they
are paid. Among other things the speaker men
tioned the unscientific treatment of depreciation,
which is often charged off directly from the plant
accounts, while the renewals and replacements as
made are charged to operations along with sub
stantial amounts of additions and betterments.

Mr. Kracke mentioned inflation as one of the
causes for lack of progress in accounting matters in
the last decade. He also expressed the opinion that
the plentiful supply of cheap labor in Europe was a
disadvantage in that it made labor-saving inventions
and conservation of energy through efficiency un
necessary. The speaker said that the advent of
American certified public accountants in Germany,
caused by the increase of American investment
there, may result in a tendency toward adoption of
American accounting methods.
G. HARVEY PORTER—“ FINANCING
INDUSTRIES IN BALTIMORE CITY”

Article published in Manufacturing In 
dustries, December, 1926.
The writer says that an industrial survey of Bal
timore was completed in 1914, which embraced a
complete inventory of industries with a classifica
tion of employees, products, value of manufactures,
freight rates, labor situation, housing conditions,
taxation and other related subjects. Upon this
survey was based a recommendation for the forma
tion of a corporation to stimulate investment in and
loans to the smaller industries of the city. Subse
quently such a corporation was formed. It aids in
obtaining financial assistance for worthy industries
in Baltimore, or those which may be moved to Balti
more, and encourages the creation of enterprises in
that city for the manufacture of new products. The
writer describes the organization of this corporation
and says that its most important work lies in the
investigation of projects submitted for financing, to
determine whether the factors upon which profit
depends are existent in the case of the industry
under consideration. Among the factors that
should be present are experienced management,
potential market for the product, availability of raw
materials at proper cost and suitable labor supply.
The investigation is usually not confined to the
particular firm under examination, but generally em
braces a study of the type of industry as a whole and
the proportion of actual investment already made by
seekers of capital in the field and by management
interests. It is seldom sound to supply capital to
individuals who are not identified with the owner
ship of the industry.
Management is perhaps the most important and
certainly the most difficult part of a complete in
vestigation. The abilities and potentialities of the
management are largely responsible for the degree
of success to be achieved and yet the traits of exec
utives as a profit-making factor may not be readily
analyzed. The record of past education, experience
and achievement seems to be the most accurate
available guide for the future.
Another important consideration is the extent and
location of markets for the product. It is necessary
to assemble data regarding the consumption or sale of
the product or similar products within the territorial
limits of the market. The ratio of the proposed
output of the industry to the known consump
tion of the commodity may exert important influ
ences in the financing procedure. Statistics indicate
the trend of demand which may be found to be
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decreasing, stable, or in the case of products con
taining a style factor, often erratic.
The existence of competition need not be regarded
as detrimental. Quality, price, service and publicity
may assure sales despite the existence of competing
concerns. However, it is advisable by studying
the territory in which the product will be sold to
measure the competition by comparing similar
commodities or substitutes offered in that territory.
In the case of foreign competition, an analysis of
protective tariffs is vital.
The advice of competent engineers on the manu
facturing methods in use should be obtained to avoid
financing obsolete machinery or methods.
Location of plant, the layout and equipment and
the cost of land, buildings and machinery are im
portant considerations.
In the case of established industries, the exact
financial standing of the company should be esti
mated, based on audited balance-sheets with com
plete details of inventories and their basis of
valuation, reserves and other usual items. The actual
current position should be compared with the theo
retical requirements to indicate possible shortage of
working capital. Profit-and-loss statements of a
reasonable period of time, although not to be used
with too much confidence, are valuable.
It is essential to arrive at some estimate of a
contemplated volume of business to be secured and
the price to be obtained. In an established in
dustry this information may be derived from tabu
lations showing the volume of sales of each commodity
in terms of both units and value, on the basis of
which future sales may be prophesied.
The costs of producing, selling and delivering the
proposed product must be estimated, which amounts
to a budgeting of the business. Quantities of raw
material required may be estimated by determining
sources of supply and obtaining competitive quo
tations on raw materials and costs of delivery.
Labor requirements must be detailed by outlining a
complete plant payroll based on local rates prevailing
for the various occupations. Allowance must be
made for factory expenses including power, light, fuel,
taxes, insurance and depreciation. So far as practi
cable selling and general expense should be detailed.
Careful thought to necessary provisions for market
ing expenses must be given. Care must be taken to
avoid improper anticipation of initial sales resist
ance and a conservatively adequate provision
for advertising appropriation calculated on this
basis. A sufficiency of working capital is of utmost
importance since under-estimation of expenses
covered by this provision often causes embarrass
ment when a company faces a shortage of materials,
labor and accounts receivable to meet the necessary
volume of business.
Difficulty will be encountered in gauging capital
to be invested in work in process. In the case of a
single product, this amount is determined by the
period required to produce the finished article from
the raw material in the average cycle of operation.
In a plant manufacturing a number of products the
same principle would be applied to each in order to
obtain the total work-in-process capital requirement.
The effect of trade customs may influence the

terms that must be quoted by the manufacturer and
an allowance of capital must be made for investment
in accounts receivable that will be satisfactory in
view of the average period of collection. Con
sideration must be given to the variation in different
industries in terms of payment. The instalment
basis is customary in some industries. Seasonal
fluctuations in distribution may necessitate provision
for excess quantities of materials, work-in-process
and finished stock that may be carried in the dull
season. A reasonable cash reserve should be sup
plied for unforeseen conditions. Beyond certain
limits the accumulation of more initial capital than
conservatively required has no merit and may
burden the industry. The limitations placed on
banks should prohibit too great reliance on bank
credit for emergencies.
From the data secured on these subjects, the ap
proximate return on the investment will be shown
by a comparison of estimated earnings with total
capital requirements, says the writer. A compari
son of estimated returns with actual results of other
established industries in the same field should
be made.
After the investigation has been completed a
report is reviewed by the board of directors of the
financing company. The corporation’s funds may
supply all or a portion of the capital requested. A
direct loan may be offered the industry and in ad
dition the officers of the financing corporation may
act further with individual banks or investment
houses to obtain the balance of capital required, and
this effort is facilitated by the approval which the
finance corporation has given the industry after its
exhaustive investigation.
The financing corporation is usually represented
on the board of directors of the company financed
and continues to exert supervision of accounting with
detailed operating and financial reports and audits of
the industry in order that the investment and the
return on it may be safeguarded. This relation with
the industry has been found not to be detrimental to
the active management, but has tended to promote
and stimulate its activities. The writer concludes his
article by summarizing the services that such a
corporation may render to a small manufacturer
as follows:
Such a corporation after investigation cooperates
with the industry in obtaining its fixed working capi
tal requirements either through some of its own funds
or in conjunction with other investors.
The corporation maintains a staff to aid local
industries with their manufacturing problems which
often initiates other kinds of improvements in manu
facturing industries with which the corporation is
identified.
The markets are subject to careful study.
Special consulting service is rendered local in
dustries.
The department of accounts renders a monthly,
annual or special service in cost and general ac
counting and through audits.
Corporation acts as a clearing house for deserving
requests for capital on one hand and investors
seeking profitable investment in industrial enter
prises on the other.
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HERE AND THERE
Robert Douglas & Co., announce the re
moval of their offices from 49 Federal street,
to the Statler building, Boston.

Bernstein-Abramson Co., 152 West 42nd
street, New York, announce that Hyman
Freireich has been admitted as a member of
the firm. The firm name has been changed
to Bernstein, Abramson & Co.

J. H. Gilby and J. Leonard Penny an
nounce their consolidation as Gilby, Penny
& Co. with offices at 111 West Washington
street and 33 South Clark street, Chicago.

A. David Bernstein and Irving Milchman
announce the formation of a partnership
under the name of Bernstein & Milchman,
with offices at 1440 Broadway, New York.

Charles P. Harris announces his associa
tion with the firm of McIntyre & Short,
Nashville, Tennessee.

Blight & Wheeler, Los Angeles, announce
the removal of their offices to suite 1226-7-8
C. C. Chapman building.

Robert E. Hays has become associated
with Howard C. Nern under the firm name
of Nem & Hays, with offices at Strong
building, Parkersburg, West Virginia.

Edward G. Borjes and Andrew H. Borman
announce the formation of a partnership
under the firm name of Borjes & Borman
with offices at the Flatiron building, New
York.

Clarence H. Hurst announces the opening
of offices for the practice of public account
ing at 302 Olympia building, Miami,
Florida.

Ernest D. Bowman is no longer affiliated
with the firm of Crane & Bowman, Denver,
Colorado, having relinquished his interest to
other members of the partnership.

John R. Hutson has become associated
with the organization of Elmer L. Hatter,
Citizens National Bank building, Balti
more, Maryland.

Announcement has been made of the re
moval of the offices of Chase & Gaunt,
Little Rock, Arkansas, to 604-5-6 Rector
building, Third and Spring streets.

Caddie H. Kinard announces the removal
of his offices from the National Bank of
Commerce building to 313-314-315 Ex
change building, El Dorado, Arkansas.

Child, Smith & Young announce the
opening of an office at 43 Farmington
avenue, Hartford, Connecticut, and the ac
quisition of the practice in that city of
William C. Woodford, who will be asso
ciated with the firm.

Paeske, Espinoza & Ragland, 924 Cen
tral building, Los Angeles, announce th at
Harry Kahan has been admitted as a mem
ber of the firm, which will hereafter be
known as Paeske & Co.

Crane & Bowman announce that the ac
counting practice of Coughlin & Coughlin
has been consolidated with their practice
and that the office in the Associates build
ing, South Bend, Indiana, will be continued
in charge of J. R. Coughlin.

Peat, Marwick, Mitchell & Co. announce
that S. J. Broad has been admitted to part
nership in the firm.
Scovell, Wellington & Co. announce the
establishment of an office in the Federal
Reserve Bank building, Kansas City, Mis
souri, with Milton E. Carter as resident
manager.

Al G. Crockett and Gerald M. Conkling
announce the consolidation of their account
ing practices and the formation of a partner
ship called Crockett & Conkling with offices
at the following places: 903 Commerce
building, Kansas City, Missouri; 222 Broth
erhood building, Kansas City, Kansas; and
Insurance building, Topeka, Kansas.

Lawrence Scudder & Co. announce that
the following men are now junior partners of
the firm in their respective districts: E. L.
Sutherland, Chicago; S. R. Berkey, Grand
15
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Rapids; C. T. Wheeler, Muskegon; Duncan
Rice, Kalamazoo.
Menahem Stim announces the removal of
his offices to Greeley Arcade building, 128
West 31st street, New York.
Owen S. Thompson & Co., 2095 Broad
way, New York, announce the admission to
partnership of Harold F. Solomon. The
firm also announces the opening of new
offices in the U. S. Mortgage & Trust Co.
building, 2095 Broadway at 73rd street,
New York.
H. D. Young, J. K. Lamberton and F. G.
Pearson announce that they have com
menced business as public accountants
under the firm name of Young, Lamberton
& Pearson with offices at 414 Castle & Cook
building, Honolulu, Hawaii.
The following paragraphs report publicservice activities of members and associates
of the Institute:
A brief entitled “ The Texas state finan
cial system” by George Armistead, Hous
ton, was delivered to the governor of
Texas and the Harris county delegation in
the fortieth legislature of that state. A
condensed summary of Mr. Armistead’s
recommendations for improvement in the
Texas accounting system was published in
The Houston Chronicle for January 24, 1927.

called “ Equalization of taxes in Westches
ter County” which has recently been pub
lished.
“ Urban property valuation” was the
subject of an address made by Clem W.
Collins, Denver, before the state tax com
mission and county assessors of the state
of New Mexico, at Santa F 6, December 6th.
On December 26th Mr. Collins spoke at
the Messiah Lutheran Church, Denver,
on “ The citizen and the state,” and on
December 27th he addressed the senior
patrol leaders of the Boy Scouts of Amer
ica, Geneva Glenn, Colorado, on “ The
development of leadership and citizenship.”
The official bulletin of. the National
Association of Cost Accountants for Jan
uary 15th contained an article by Stanley
G. H. Fitch, Boston, entitled “ Planning for
the physical inventory.”
Orrin R. Judd, New York, spoke before
the policyholders of the Phoenix Mutual
Life Insurance Co., January 3rd, on “ Lifeinsurance trusts.”
J. H. Kauffman has been appointed a
member of the committee on expenditures of
the Ohio chamber of commerce.
S. Earl Shook, Bridgeport, is serving as a
member of the committee on commercial
arbitration of the Connecticut chamber of
commerce.

The Times-Picayune for December 23rd
contained an article by Sidney S. Bour
F. A. Smith has been appointed vicegeois, Jr., New Orleans, entitled “ Con chairman of the committee on public finance
sidered from the angle of federal taxes of the Kansas City chamber of commerce.
imposed, is the corporate form of organi
zation justifiable for the ‘one m an’
Walter A. Staub, New York, is serving as
business?”
chairman of the buildings committee of
Millburn Township, New Jersey, and is also
J. M. Bowlby, Chicago, addressed the a member of the board of education there.
Illinois State Nurserymen’s Association,
January 21st, on “ Accounting problems
C. Oliver Wellington, Boston, addressed
of the industry.”
the Philadelphia chapter of the National
Association of Cost Accountants, November
Otho G. Cartwright, New York, spoke at 19th, on “ The interpretation of balancea meeting of the New York League of sheets and operating statements by the
Women Voters at the Hotel Roosevelt, executive and by the stockholder.” The
January 26th, on “ Reducing the cost of subject of an address by Mr. Wellington
government.” Mr. Cartwright has served before the Utica chapter of the association,
as chairman of the board of directors in his December 13th, was “ Balance-sheets and
county and assisted in compiling a pamphlet operating statements."
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Model C. P. A. Bill
The model C. P. A. bill, prepared by the
Institute committee on state legislation,
which was published in the Bulletin for
January 15, 1927, is to be reprinted in
pamphlet form. It is expected that copies
of the bill will be received from the printer
in a short time and they will then be avail
able to those who desire them.

SERIES B, No. 35

The meeting had been called for the pur
pose of laying plans for management-week
activities next autumn, as well as electing
officers. The period for this year’s manage
ment week will be from Monday, October
24th, to Saturday, October 29th, inclusive.
I t was decided that the subject for the
1927 programme will be “Management’s
part in maintaining prosperity.” It was
felt necessary that the topic selected should
be of a significant character, timely, perti
nent to current business conditions and
broad enough in scope to merit the partici
pation of all persons concerned with the
advancement of the art and science of
management. The subject selected is be
lieved to fulfill these conditions. The
committee feels that the recognized aid of
management in bringing about the present
high level of prosperity and its importance
in maintaining it will lend great interest
to the discussions. It is expected that em
phasis on “Management’s part in maintain
ing prosperity” will focus attention on
policies, methods, practices, and procedures
that yield highest prosperity not only for
business, but for labor and for the public
in general. The subject, the committee
feels, will merit the interest and cooperation
of owners, managers, superintendents, fore
men, purchasing agents, credit managers,
auditors, accountants and comptrollers,
sales managers, and all others working
in an executive capacity.
The general plan of procedure and organi
zation and administration is to be the same
as that followed in the 1926 programme.
Invitations to cooperate will be extended
to schools, colleges and universities, service
organizations, chambers of commerce and

Chartered Accountant Bill in South
Africa
A bill has been introduced in the legis
lature of the Union of South Africa which
would provide a professional designation
for members of the professional societies
there. The Transvaal Society of Account
ants, the Natal Society of Accountants,
the Cape Society of Accountants and
Auditors, and the Society of Accountants
and Auditors in the Orange Free State are
supporting the proposed act, which provides
that members of the recognized organiza
tions shall be entitled to use the designation
“chartered accountant (South Africa).”
Cecil S. Ashdown to Head Manage
ment Week Committee
Cecil S. Ashdown, who represented the
American Institute of Accountants on the
1926 national committee on management
week, was unanimously elected chairman
of the 1927 committee at a meeting at the
Engineers’ club, New York, February 25th.
R. M. Hudson, chief of the division of
simplified practice of the United States
department of commerce and last year’s
secretary of the committee, was chosen
secretary-treasurer for 1927 by a unanimous
vote.

Published Monthly by The Journal of Accountancy, Incorporated
Copyright 1927 by The Journal of Accountancy, Incorporated

1

Bulletin of American Institute of Accountants

similar groups. Efforts will be made to
accomplish a large increase in attendance
at and in number of meetings.
An international management congress
is to be held in Rome, Italy, in September,
1927. The committee decided to present
a statement at that congress on “Manage
ment week—its aims, purposes and results,”
and to encourage international interest and
cooperation.
The addresses delivered and information
compiled during the 1926 management week
are to be edited, arranged and issued in
some form suitable for reference use. The
secretary of the committee is proceeding in
the execution of this plan.
Representatives of the six sponsor organi
zations were present at the recent meeting.
In addition to the American Institute of
Accountants, these organizations are the
American Society of Mechanical Engineers,
the American Management Association, the
Society of Industrial Engineers, the Taylor
Society and the division of simplified prac
tice of the department of commerce.
A number of other national organizations
of professional men and executives have
been invited to join the group of sponsor
organizations.
The committee extended a vote of thanks
to the 1926 honorary chairman, H. S. Denni
son, and to John W. O’Leary, president of
the United States chamber of commerce,
for their cooperation in last year’s pro
gramme. It is hoped to announce soon
the name of the honorary chairman for the
current year.

Company. Colorado Springs, Manitou, the
Pike’s Peak region with its famous cave of
the winds and garden of the gods, Silver
Plume, Cripple creek, and other famous
places are within easy reach.
Denver, however, is not merely a gateway
to the scenic beauties which surround it
but, in itself, is a beautiful metropolis
covering 58.8 square miles. Among its
notable buildings are the state capito l, the
United States mint, and the natural history
museum. The city contains 22 parks and
17 playgrounds, 1471 acres in extent.
Denver is served by fast through trains
of several railroads.
The information contained in this article
was obtained from the Union Pacific system.

Hotel Accountants Uphold Ethical
Standards
The attitude of the Hotel Accountants
Association, a recently formed organization
whose membership is comprised of both
public accountants and accounting officers
of hotels, on the question of maintenance of
ethical standards in accountancy is clearly
indicated in the following resolution, adopted
by the association at a meeting, January
18, 1927, at the Engineers’ club, New York:
Whereas, it has come to the attention of this
Association that there are certain firms of public
accountants and individuals advertising their ser
vices to hotel proprietors, and
Whereas, various societies of public accountants
in this country disapprove of such advertising and
solicitation, believing it to be objectionable and
contrary to their professional ethics, therefore, be it
R esolved, that this Association endorse the
stand taken by such public accounting societies,
and further be it
R esolved, that the Hotel Accountants Associa
tion protest against such advertising, and that it
be
R esolved, that a copy of this resolution be
sent to the New York State Society of Certified
Public Accountants, and to the American Institute
of Accountants.

Annual Meeting of Institute
Among the attractive places which may
be visited by accountants en route to the
annual meeting of the Institute at Del
Monte next September is the city of Denver.
The “mile-high city,” situated among
Colorado’s magnificent mountains, has a
delightful, sunny climate. The air is re
freshing and invigorating; nights are cool
and restful. From Denver all roads lead
to scenic attractions. I t is only a short
drive to Lookout mountain or into the pic
turesque Platte and Clear creek canyons.
Rocky Mountain National Park is not many
miles distant via excellent highways and is
served by the motor busses of the Rocky
Mountain National Park Transportation

This occasion was the fourth monthly meet
ing of the association. I t was announced that
the board of directors had passed a resolution recommending the publication in bulle
tin form of the important addresses on
hotel accounting delivered at the monthly
meetings of the organization. At each
meeting it is customary for some member
of the association to present a paper on one
of the subjects contained in the Uniform
2
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Accountants in Arbitration

If the reso
lution is adopted by the Hotel Association
these addresses will be published as bulletins
and distributed to hotel proprietors and
accountants who are members of the Hotel
Accountants Association.
At this meeting suggestion was made as
to the possibility of the Hotel Accountants
Association preparing matter for publica
tion on the subject of depreciation. It was
said that there is a distinct necessity for a
definite and standard form of determining
depreciation in the hotel industry. A com
mittee composed of F. W. Squires, chairman,
William J. Forster and C. B. Stoner was
appointed to determine a proper method of
procedure in this matter.
Technical papers on several portions of
the Uniform System of Accounts for Hotels
were then presented. C. Stuart Brown
spoke on the beverages department. George
R. Anderson discussed the cigars and ciga
rettes department and William J. Forster
presented a paper on the minor operated
departments. The addresses were followed
by discussion of their contents.
System of Accounts for Hotels.

The interest and influence of accountants
in commercial arbitration are becoming
increasingly noticeable, according to a report
of the accountants’ committee of the Amer
ican Arbitration Association, issued by the
chairman, J. Pryse Goodwin, under date
of March 1st. The report summarizes
the activities of the accountants’ committee
from January 15th to February 28th and it
may be inferred from the achievements of
that period that the professional territory
in which the accountants’ committee is
working is expanding. Activities are re
ported in Indiana, Rhode Island, Michigan,
and California.
The committee has been considering the
possibility of including questions on arbi
tration in accountancy examinations in
order to encourage the familiarization of
accountancy students with the subject.
A sub-committee of examiners in account
ancy recently reported that after a careful
study of the relation between arbitration
and accountancy, it was felt that the time
for inclusion of such questions in the exami
nations is not yet at hand.
In the covering letter which accompanies
his report, Mr. Goodwin says that the de
mand for services of accountants in arbi
tration and as counsel in arbitration is now
beginning to be felt. The subject of arbi
tration is receiving a good deal of attention
from the accountancy profession generally.
Mr. Goodwin’s report mentions a number
of addresses delivered by accountants or
before accountants’ societies and articles
published in professional publications, which
are indicative of a wide-spread interest in
the subject.

Public Accountants in Austria
A system of registered public accountants
may be established in Austria in the near
future, according to Attach é H. L. Groves,
Vienna, whose report has been made public
by the department of commerce.
The Austrian government recently laid
before the parliament a proposed law pro
viding that the ministries of finance and
commerce may name “consultors” or char
tered public accountants according to speci
fied requirements. The proposed measure
provides also for the organization of a
society of public accountants whose mem
bers must take oath before entering upon
their duties. It is felt that the system
set forth will be a step in the direction of
higher standards and greater security in
business concerns. Heretofore, Austrian
firms, for the most part, have relied on their
own bookkeeping staffs to take care of any
accounting exigencies which might arise.
Several foreign accounting firms maintain
branch offices in central Europe, but it is
anticipated that the system of native public
accountants foreseen by the proposed law
will provide an important link in improved
office organization and management in na
tional industries.

Farm Accounting
In the light of the recent decision of a
committee of the Illinois Bankers Asso
ciation to take definite steps to encourage
farm accounting during 1927, it may be of
interest to note a similar determination to
emphasize the importance of the subject in
Scotland.
A committee appointed by the Scottish
board of agriculture to investigate the
question of farm accounting recently ren
dered a report which is commented upon
editorially in The Accountants' Magazine,
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Edinburgh. The editorial says that the
report is of special interest to the profession
as indicating a desire on the part of the au
thorities to give a much-needed stimulus to
account-keeping among farmers. The com
mittee says in the report that so far as
records are kept at present among farmers,
often under the supervision of professional
accountants, the system is as scientifically
perfect as is required by the special circum
stances. It suggests that bookkeeping on
cooperative lines should be promoted and
that experienced professional accountants
should be consulted as arbiters on questions
of principle in order to obtain uniformity.
The Accountants' Magazine devotes three
pages to its discussion of the committee’s
recommendations.

CODE OF TRADE PRACTICES
Approved and recommended to the fertilizer in
dustry by the executive committee of The
National Fertilizer Association
The following code has been formulated with a
view to eliminating waste and unfair trade practices
which have been prevalent in the fertilizer industry
and which have led to demoralization which is
disastrous to the manufacturers and which in the
long run can not but also operate to the detriment
of the consumers:
1. Sound accounting methods. Manufacturers
should recognize the sound principle that in manu
facturing and selling their product cost should be
accurately determined and carefully considered.
A scientific system of cost accounting should be
established and applied in order that manufacturers
may know accurately the cost of their product and
the relation of price thereto. In this connection
the attention of manufacturers is called to a recent
study entitled “ Cost accounting and cost esti
mating” prepared by the cost accounting com
mittee of The National Fertilizer Association.
2. Elimination of waste. Wasteful selling meth
ods should be eliminated. A multiplicity of
grades adds materially to the cost of mixed fer
tilizers and, as pointed out by the federal trade
commission in its investigation of the fertilizer
industry, there is no economic justification therefor.
A reduction of grades is therefore recommended as
a measure of economy. It is further recommended
that the manufacturers avoid the practice of making
up fertilizer (actually of standard grades) for sale
under private brands, and also the practice of com
pounding special formulae for individual buyers.
Since freight rates constitute a material portion
of the cost of fertilizer, it is recommended that
manufacturers, who are primarily wholesalers,
market their product in carload lots only, so as to
avoid the large differential between carload and
less than carload shipments.
3. No secret discriminations and rebates. Manu
facturers should scrupulously avoid the granting
of secret rebates, irrespective of the form assumed.
Competition should express itself openly rather
than in special and discriminatory form. Among
practices violative of this principle which have
heretofore prevailed, and the elimination of which
is recommended, are the following:
(a) Providing truck service without adequate
charge for the same, or reimbursing the dealer or
purchaser for trucking costs.
(b) Providing local warehouse facilities, or re
imbursing the dealer or purchaser for the actual
or theoretical cost thereof.
(c) The sale, simultaneously with the sale of
mixed fertilizer, of chemicals and materials at
special concessions designed to be an inducement
to the buyer to purchase mixed fertilizer.
(d) Failure to enforce in good faith the terms of
contracts previously made for the sale of fertilizer.
(e) Making up special formulae or using special
ingredients in standard formulae without making
adequate charge for the cost of such special formulae
or special ingredients.
(f ) The making of special allowances to buyers
for advertising.
(g)
Adopting selling methods which, as experience
has amply demonstrated, almost always promote

Accountancy Students’ Banquet
The annual banquet and dance of the
Pittsburgh School of Accountancy were held
at the Fort P itt hotel, Pittsburgh, February
19th. The toastmaster was Raymond D.
Evans, assistant United States attorney for
the western district of Pennsylvania. The
principal speaker of the evening was Homer
S. Pace, of New York. His subject was
‘‘A greater accountancy.”

Code of Practice for Trade Groups
The government has recently manifested
an attitude of encouragement of the estab
lishment of codes of trade practice set up
by trade groups. Typical codes which have
already been composed relate to sound ac
counting methods, elimination of waste;
avoidance of unsound credit practices;
eliminating guarantees against price de
clines; exchange of information among
members, etc.
At a special convention of the fertilizer
industry at Washington, D. C., January
10th, under the auspices of the National
Fertilizer Association, a code of trade prac
tices was proposed and adopted by the in
dustry. This code has received the un
official approval of the department of justice,
and as it is typical of similar articles it is
reprinted in this Bulletin, with the thought
that accountants may be interested in the
tendencies which it indicates.
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secret rebates and concessions and put it out of the
It is expected that announcement of other
power of the manufacturers to control them.
Reference is here particularly made to the practice points to be visited by the board at later
of selling through commission agents and others dates will be made soon.
who are irregularly employed and the compensation
of whom, without being “loaded” into the price,
Conference on Double Taxation
is measured in terms of quantity sold. Where ex
perience has shown that commission men and like
It is expected that the United States will
agents customarily resort to split commissions,
secret rebates, etc., the manufacturers should sell be represented at the second session of the
only through regularly employed salaried salesmen international double-taxation conference
and agents responsible to and directly controlled which will probably be held in April at
by the manufacturers.
(h)
Extending credit terms which do not take London. Agenda for the meeting already
into account the actual cost of money or of credit.
issued include discussion of double taxation,
4. Avoidance of unsound credit terms. In cer fiscal evasion, judicial assistance in collec
tain sections of the country, buyers have customarily tion of taxes, succession duties and estab
taken advantage of "open shipments” by taking and
using the goods and then refusing to settle on any lishment of permanent tax organization.
terms other than those satisfactory to the buyer,
and often quite different from the terms under
World Economic Conference
which the contract of purchase and sale was made.
Where this abuse has prevailed manufacturers
A world economic conference is to be
should sell only on terms such that, to obtain the
bill of lading, the purchasers must make payment held next May at Geneva under the aus
in cash or negotiable promissory note for the con pices of the league of nations. The agenda
tract price.
for the conference were outlined in the
Where delivery is made against promissory note,
the note should be made payable at the earliest date February 15th issue of the Bulletin. I t
consistent with the principle that the fertilizer should has since been reported that the English
be paid for not later than the time when the crop government has accepted an invitation of
for which the fertilizer is employed is marketed.
the council of the league to appoint five
5. No guarantee against decline of prices. Sales members to attend and has nominated Sir
should be made at fixed prices and terms accepted
in good faith by buyer and seller with the mutual Arthur Balfour, Sir A. Norman Hill, W. T.
intention of complete performance. The manu Layton, Sir Max Muspratt and Arthur
facturers should avoid selling under conditions which Pugh, all prominent in industrial and
provide for a reduction of price of goods previously economic fields. The members of the
sold in the event of subsequent sales of like goods at
conference will not be empowered to act as
lower prices.
The effect of this practice is to apply to all goods official spokesmen or to bind their govern
sold the lowest price which may be quoted by any ments in any way. It is said that the
competitor to any buyer, even though much below United States will probably be represented
the cost of production. This puts the weaker manu
at the conference.
facturers at the mercy of the stronger.
6. Exchange of statistical information. In order
that the relations of supply and demand and the
New York State Insurance Fund
statistical conditions existing from time to time in
the fertilizer industry may be known, it is proposed
The state insurance fund, the existence
to establish a bureau of statistics of The National
Fertilizer Association, to which periodical statis of which is a part of the laws of New York,
tical reports shall be made, giving information has addressed to accountants a circular
with respect to stocks on hand, production, ship briefly describing the fund with the follow
ments, average prices realized, and such other statis ing introduction:
tical information as may lawfully be assembled and
exchanged and which shall relate entirely to past
Accountants often inform their clients on work
and completed transactions. Details as to the men’s compensation insurance costs. They are
foregoing will shortly be elaborated and submitted frequently consulted on compensation insurance
to the manufacturers.
matters. It is with the purpose of service to both
accountants and employers that the reprint below
is mailed to you. We shall be pleased to send you
Field Hearings by Board of Tax Appeals further
information about the state fund on request.

Field hearings by the board of tax appeals
were scheduled to begin February 28th at
Fort Worth, for two weeks, and at Atlanta,
for one week. A hearing was called for
March 7th at New Orleans, for one week.

A brief statement of facts regarding the
fund, including net cost, security, strength,
service and saving which it has effected is
given. The headquarters of the fund are
at 432 Fourth avenue, New York, N. Y.
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B O A R D O F E X A M IN E R S

James J. McGonigle, Pittsburgh
William Franklin Marsh, Pittsburgh
Edward J. Moehringer, Cincinnati
Harry T. Nelson, Dallas
Percy Walter Pogson, El Paso
James W. Rorrison, Dallas
Emanuel Rothman, Los Angeles
William N. Simlick, Cincinnati
James R. Wharton, South Bend
Edward B. Wilcox, Chicago
Ernest R. Wildbrett, New York
Paul D. Williams, Kansas City, Mo.

The board of examiners of the Institute
has recommended the advancement of sev
eral associates to full membership and the
admission of a number of applicants as
members and associates. The council, vot
ing by mail ballot, elected the applicants
recommended by the board and the presi
dent declared these applicants duly ad
mitted to the Institute as of March 5, 1927.
The newly elected members and associates
are as follows:

Admitted as Associates:

Alvin W. Burket, Richmond
Robert S. Carter, New York
Clinton Collins, Jr., Cincinnati
Roy T. Culey, Los Angeles
G. Q. D ’Albini, Medford, Oregon
Joseph A. Gormley, New York
Algo D. Henderson, Yellow Springs, Ohio
Milo B. Hopkins, Chicago
Horace S. Irving, Kansas City, Mo.
Vincent J. Murphy, St. Petersburg, Fla.
Charles A. Muzzy, Fort Myers, Fla.
Kennon W. Parham, Raleigh, N. C.
Robert H. Rissinger, Philadelphia
Herbert B. Rose, San Francisco
Delbert F. Saxton, New York
Jackson W. Smart, Chicago
Thomas Y. Whittingdale, New York

Advanced to Membership:

Robert N. Dedaker, Indianapolis
Abraham I. Grade, Chicago
Walter L. Morgan, Philadelphia
Prior Sinclair, Cleveland
David E. Townsend, New York
Admitted as Members:

Arthur W. Ambler, New York
David Roy Anderson, Philadelphia
Walter H. Anderson, Chicago
Roy Andreae, Chicago
Edward L. Barette, Los Angeles
Archibald J. Bloodsworth, New York
William H. Borland, Birmingham
William Bringhurst, Philadelphia
Herbert P. Brown, Los Angeles
H. Ashlin Dykes, Baltimore
George R. Foddy, Jr., New York
Arthur G. Holland, Salt Lake City
John A. Janzen, Chicago
Charles J. Keller, Cincinnati
Frank Lester Kerr, Chicago
Thomas J. King, New York
Ira B. McGladrey, Cedar Rapids

The board has fixed the date of the next
examinations, which will be held on Thurs
day and Friday, May 19 and 20, 1927.
Applications should be filed at least sixty
days before the examinations in order that
they may receive adequate consideration
by the board.

STATE BOARDS OF ACCOUNTANCY
District of Columbia

New York

The next C. P. A. examinations in the
District of Columbia will be held May 2,
3 and 4, 1927. The place will be determined
later by the board.

The New York state C. P. A. examina
tions will be held Monday, Tuesday and
Wednesday, May 23, 24 and 25, 1927.

W. Henry Hirschmann announces the
opening of an office for the practice of ac
countancy at 50 Bast 42nd street, New
York.

A. J. Krasner and Harry Krasner an
nounce the formation of a co-partnership
under the firm name of Krasner & Krasner,
with offices at 1440 Broadway, New York.
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STATE LEGISLATION
In accordance with general expectation
the sessions of the various state legislatures
this year have been marked by the intro
duction of a number of bills affecting ac
countants and accountancy. Some of these
bills were described in the Bulletin for Feb
ruary 15th and others have been reported
since the publication of that issue. At
the time when this Bulletin goes to press
no report has been received of the passage
of any bill directly affecting accountancy.
In some states proposed acts of this nature
are already dead or are certain to be de
feated. Such instances are included in
the following summary of the present situa
tion, however, as it is felt that even their
introduction is significant enough to warrant
mention.
Arizona

A senate committee hearing on senate bill
234 has been called for March 16th. In the
meantime, legislators throughout the state
have been informed of the unwise nature of
the proposed legislation, and it is believed
by the state society that the bill will be
killed.

Indiana
Senate bill No. 243, which was introduced
in the legislature of Indiana, February 11th,
provides for a one-year residence restriction
for applicants for the certified public ac
countant certificate, and also for payment of
an annual registration fee of three dollars
by every certified public accountant of the
state. The bill was passed by the senate,
February 25th, and was referred to the com
mittee on rights and privileges of the house
of representatives. The proposed measure
is supported by the Indiana Association of
Certified Public Accountants, which hopes
that it may be finally passed before the
close of the session.

House bill No. 118, to replace the present
C. P. A. law of Arizona, has been introduced
in the legislature of that state.

Arkansas
House bill No. 112 in the legislature of
Arkansas was referred to the committee on
judiciary, reported favorably in the house,
and passed by the house, February 24th.
It is intended to reorganize the state board
of accountancy, but apparently would not
alter the purpose of the existing law, merely
providing for reorganization in personnel.
California
Senate bill No. 234, which is an act to
supplant the present C. P. A. law of Cali
fornia, was introduced in the legislature
January 18th.
The California State Society of Certified
Public Accountants is opposed to this mea
sure and has obtained the support of many
representative business groups, including
chambers of commerce and trade and pro
fessional organizations, in its defense of the
present accountancy law which has been
in effect since 1901. The bill now in the
state senate contains many objectionable
features, including a waiver clause which
would make it possible for many practising
accountants to obtain C. P. A. certificates
without examination, with resultant lowering
of the present standing of the certified public
accountant certificate in California.

Kansas
In Kansas, house bills numbered 423
and 592, respectively, relate to the audit
and examination of county records and to
county auditors. No further report has
been received of house bill No. 341, providing
for the auditing of the books of certain
county offices by a certified public account
ant appointed by the governor, the intro
duction of which was announced in the
February Bulletin.
Missouri
As reported in the last Bulletin , house
bill No. 343 proposed in Missouri to supplant
the existing C. P. A. law was killed in
committee as a result of the opposition of
certified public accountants of the state.
Minnesota
House bill No. 546 in the Minnesota
legislature, described as an act to provide
for the admission of certified public ac
countants to practice in certain cases, is
believed to have little chance of passage.
Senate bill No. 378, permitting state officers
to accept reports of certified public ac
7
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countants, was indefinitely postponed Febru
ary 23rd. A substitute for this bill, how
ever, house bill No. 372, has been passed in
the house. The Minnesota assembly ad
journed March 3rd.

Oregon
No further report has been received on
house bill No. 180 in Oregon, which was
designed to supplant the C. P. A. law in
effect. The bill was opposed at a hearing
by the Oregon Society of Certified Public
Accountants, and the committee voted to
report unfavorably on it.

Nebraska
In Nebraska, senate bill No. 18, pro
viding for a uniform system of accounting
by all county, city and village officers, was
killed in the senate, February 14th.

South Dakota
House bill No. 205 in South Dakota was
intended to amend the existing statute re
lating to the state board of accountancy.
The legislature of that state was to have
adjourned March 5th, and at that time no
report of the passage of this bill had been
received.

New York
House bill No. 1034, introduced in the
New York legislature, February 16th, is
similar to what was known as the Coughlin
bill proposed last year. It is a certified
public accountant act, based on the socalled two-class system of regulation.
House bill No. 1473 and senate bill
1152, identical acts, recently introduced
in New York, provide for the amend
ment of the existing statute relative to the
practice of public accountancy.

West Virginia
A new certified public accountant act,
house bill No. 148 and senate bill No. 78,
was introduced in West Virginia, January
19th. The legislature of that state subse
quently adjourned and has not yet re
convened.
Wyoming
The legislature of Wyoming adjourned
sine die February 21st. However, prior
to adjournment a certified public accountant
act, senate bill No. 80, generally condemned
by accountants of the state, was proposed
and was indefinitely postponed by the senate.

North Dakota
In the North Dakota legislature a bill
to repeal existing C. P. A. legislation,
numbered house bill No. 158, was intro
duced February 28th, and was referred to
the committee on state affairs. The bill
has been indefinitely postponed.

NEWS OF LOCAL SOCIETIES
Massachusetts Society of Certified
Public Accountants
A round-table conference was held by
the Massachusetts Society of Certified
Public Accountants, March 1st, at the
chamber of commerce building, Boston.
The meeting of January 24th, at which the
discussion assumed the form of a round-table

conference, was so successful that it was
voted to hold a similar session before the
regular March meeting.
The first subject discussed was the treat
ment of taxes on the balance-sheet. J.
Chester Crandell was the first speaker.
He advocated setting up the liability for
local taxes on April 1st and deferring the
8
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whole amount as of that date, writing it
off month by month during the ensuing
twelve-month period. During the discus
sion it was brought out that the usual cus
tom was to accrue the liability and charge
month by month from April 1st. Mr.
Crandell also was in favor of accruing the
provisions for federal taxes and the income
proportion of the Massachusetts state tax
monthly from January 1st. The corporate
excess portion of the Massachusetts tax
he would set up as of April 1st and write
off over the twelve-month period in the
same way as the local tax provision.
The second speaker, Edward J. McDevitt,
said that although the subject given was
“Verification of cash” the real question
that he had in mind was: Can the auditor
in a cash or detailed audit safely eliminate
the checking of the cashbook footings?
Mr. McDevitt’s conclusion, with which
the society concurred, was that the checking
of the footings is an important part of the
audit and can not be eliminated, although
Mr. Crandell indicated that he thought it
unnecessary to foot the cents column in
any kind of an audit.
The president then called on Homer N.
Sweet, who said that he would ask the
members of the society certain questions on
the subject assigned to him, which he con
sidered to be both the content and the word
ing of the audit certificate. He said that,
in his opinion, the wording should be clear
and intelligible to the ordinary person. The
auditor should not take it for granted that
the balance-sheet certificate would be read
only by the person to whom it was sub
mitted. The phraseology should therefore
be clear and not misleading to any one who
chances to read it. As to the content,
Mr. Sweet first asked what the members
would do if a client objected to the wording
“in our opinion” and insisted on eliminating
it? It was the sense of the meeting that it
was highly desirable to include this phrase,
as any financial statement or certificate
was a matter of opinion. Mr. Sweet also
said that he inserted this phrase in the
certificate attached to the Massachusetts
certificate of condition as it was not in
cluded in the typed wording on the certifi
cate. His next question was whether or
not an auditor would insist on qualifying
the certificate, assuming that the client
had investment in a wholly owned subsidi

ary company, access to whose books was
refused to the auditor. After some dis
cussion, Mr. Sweet said that, if the amount
involved was important and if the client
refused access to the books, he would de
cline to certify the balance-sheet. Several
members seemed to feel that a qualification
in the certificate in this respect would be
sufficient. The speaker next proposed the
following question: Judgment in a suit has
been rendered against a client in an amount
of $1,500,000 during January, 1927. Is
it necessary to mention it in the balancesheet or certificate as of December 31,
1926?
It was felt by all present that the
balance-sheet should contain a note re
ferring to the judgment in the suit and the
amount of such judgment. The general
question of consideration to be given by the
auditor to events happening after the date
of the balance-sheet but before the date of
the certificate was then discussed. Mr.
Sweet felt that it was important to take
such facts into consideration. However, if
the events in question happened after the
date of the certified balance-sheet but before
the date of the formal report, he felt that
it would be sufficient to mention the cir
cumstances therein, and that it would be
unnecessary to change the balance-sheet
or recall the certified balance-sheet already
delivered. The last point raised by Mr.
Sweet was as follows: In the case of a con
struction business, if it was previously the
practice of the company to take up the
profit only on the completion of contracts
and in 1926 no large contracts had been
completed, what would be the attitude of
the auditor if the company changed its
basis and reported in the balance-sheet at
December 31, 1926, the profit accrued to
that date on all contracts in process? I t
was the opinion of several members that a
statement explaining the change in basis
should be attached if the certificate covered
the profit-and-loss account, but if the
balance-sheet position was correct, no quali
fication was necessary. Mr. Sweet, how
ever, felt that wherever there was a change
in basis of valuation between balance-sheets,
it was necessary to mention it either in the
balance-sheet or the certificate, even though
the surplus account was shown in one
total and no profit-and-loss account was
attached.
9
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New York State Society of Certified
Public Accountants
On February 14th the New York State
Society of Certified Public Accountants
held a meeting at which the discussion was
devoted to income-tax problems, in the
form of questions and answers on income
taxation. Dr. Joseph J. Klein and Robert
H. Montgomery led the discussion of federal
taxation and Isidor Sack that of New York
state taxation. The interest with which
the members present received the discussion
is shown by the fact that the meeting con
tinued past midnight. A paper on insur
ance trusts, prepared by Orrin R. Judd,
was also read. Mr. Judd and Mr. Sack
are chairmen of the committees on federal
and state taxation, respectively, under the
direction of which the meeting was held.
The anniversary dinner of the society was
originally called for March 21st, but because
of the nature of the professional work of
the members which will continue up to
March 15th, the date for this occasion has
been postponed until April 25th. A regular
monthly meeting will be held March 21st
at the Waldorf-Astoria hotel. I t is expected
that Alexander Wall of the Robert Morris
Associates will be a speaker at this meeting.
The New York State Society has recently
published the first of a series of technical
monographs to be prepared by the various
technical committees. Technical mono
graph No. 1 treats of accountants’ reports.
The purpose of the publication of these
monographs, it has been announced, is to
present in convenient and acceptable form
the results of the research and study of the
technical committees for the benefit of
members and other interested persons. The
pamphlet contains twenty-one printed pages
and subdivides the topic into the following
divisions: content of report, statements
giving effect to financing, terminology and
classification, certificates and comments.
A bibliography on the subject is also in
cluded.

Pennsylvania Institute of Certified
Public Accountants
PITTSBURGH CHAPTER
The Pittsburgh chapter of the Pennsyl
vania Institute of Certified Public Ac
countants held a meeting at the High-noon
club, February 16th, in conjunction with
the local chapter of the National Associa
tion of Cost Accountants. Harold D.
Greeley was the principal speaker, and his
topic was “Professional cooperation be
tween attorneys and accountants.” He
urged the participation of both accountant
and lawyer in the formulating of any form
of contract involving the division or spend
ing of money.
Rhode Island Society of Certified
Public Accountants
A regular meeting of the Rhode Island
Society of Certified Public Accountants
was held at Providence, February 21st.
George B. Clegg was named as the society’s
representative on the accountants’ com
mittee of the American Arbitration Asso
ciation.
The society directed the secretary to
inform interested legislators and the gover
nor of the state that the society has en
dorsed the Arbitration Association’s draft
state arbitration act upon which is based
senate bill No. 69, in the legislature of Rhode
Island.
At the meeting the society went on record
as adopting as standard procedure matter
in the federal reserve bulletin of April, 1917,
entitled Approved Methods for the Prepa

J. Hugh Jackson announces that he has
accepted an indeterminate (life) appoint
ment as professor of accounting in the
graduate school of business, Stanford Uni-

versity, and has resigned as of September 1,
1927, as professor of accounting in the
Harvard graduate school of business ad
ministration.

ration of Balance-sheet Statements.

The new constitution and by-laws of the
Rhode Island Society have recently been
printed and issued. Section 20 of the by
laws contains rules of professional conduct
and provision is made for punishment for
violation of these rules. The new articles
were adopted on December 27, 1926, when
the former constitution and by-laws of the
society were repealed.
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REVIEWS
The concern should recognize that the budget
constitutes a financial programme which can and
should be followed. Unless this is a universal
belief there will be a tendency to set aside budget
limitations. If the belief is present, a budget may
often be adhered to with surprising exactitude.
It must be admitted, said the speaker, that con
ditions may arise which will necessitate budget
variations. Absolute prescriptions with no allow
ances for emergencies will hasten failure. Operat
ing men will lose confidence unless they know that
as a part of the budget system there is some provision
for coping with unexpected situations.
Closely related to these essentials in the preparation of the budget are the various steps in its compo
sition, said the speaker, and he proceeded to sketch
the stages in the process.
First there will be some central budget office for
assembling statements and estimates of the various
units of the business and to execute necessary cler
ical labor. The first step will be entrance on proper
forms of the items of receipts, expenditures, produc
tion or other statistical information for the preced
ing period of from two to five years. It is desirable
that actual results and original budget estimates
for each of these years be indicated. The speaker
warned that too many figures may mean loss of per
spective and mentioned that operating men dislike
masses of statistical data.
With the record of past results must be obtained
judgment of the practical operating men upon ex
pectations for the ensuing budgetary period. Heads
of departments should have statements from su
periors of the general basis upon which the budget
is to be prepared; for example, that it will be based
on the same production or activity as in the preced
ing year. Many conferences may be necessary be
tween department heads and superiors regarding
certain features, for instance, installation of new
machinery, which would show variation from past
operations.
Next, these statements of results of the past and
estimates for the future pass for scrutiny and review.
Possibly these original estimates may be studied by
general managers who may check the explanations,
for notable increases or decreases. Every budget
estimate, of course, should be accompanied by
explanations for significant variations from the
results of past years. The speaker continually
emphasized the necessity for department heads
having complete information regarding the budget
and an opportunity to express their beliefs with
regard to it.
The various estimates go to the central budget
office for review, critical consideration and assem
blage into a proposed budget for the entire business.
At this point mutual understanding between budget
office and operating men may be best established.
Discussion and part revision may be necessary,
which should be accomplished before final decision
is made.
Some items in the budget first prepared are almost
sure to call for revision. If the original estimate
was on a basis of the past year, it may be decided to
prepare for an increase in business. If any such
change is to be made, the operating heads must be
given the opportunity to revise their figures if they

HENRY B. FERNALD—“THE PREPARATION
OF BUDGETS”

Address delivered at a meeting of the
New York State Society of Certified Public
Accountants, New York, December 13,
1926.
In commencing his discussion the speaker said
that the one test to be focused on the preparation
of a budget is, “Will it work?” Excellence in
compilation of statistics, preparation of forms or
summarization of results will not be successful if
the final product can not be used to practical ad
vantage. The speaker emphasized the importance
of a dominating conviction on the part of the man
responsible for the budget that it will and must be
an effective instrument for controlling the affairs
of the business. While compilation of statistical
information and form of presentation are important,
the dominating force of personality behind a budget
is necessary if it is to work successfully. The
speaker referred to the success of poorly drafted
cost systems and the failure of well drafted ones as
an illustration of the necessity for personal and
determined support of such systems. As a further
illustration the speaker referred to the occasion
when he was requested to prepare a budget for the
state of New Jersey during the time of the world
war. The time for the work was limited, the period
was feverish and the war-time exigencies intensified
the difficulties usually encountered in such work.
The speaker said the budget presented was far from
complete and adequate, but it was successful be
cause of the determination of the governor that it
should be a practical aid in the state financial pro
gramme. The cooperation of the unit departments
was given whole-heartedly and this fact, coupled
with the determined backing of the governor,
compensated for the technical inadequacies in the
hurriedly drafted budget itself. Fortunately the
succeeding governor showed a determination similar
to that of his predecessor and the budget became
established as a permanent part of the state’s
financial system.
The speaker then proceeded to outline the essen
tials which he believed need emphasis in a discussion
of budget preparation.
First he reiterated the necessity for the determina
tion of someone in authority that the budget shall
be a working success.
Second he stressed the confidence in the honesty
of purpose of those in charge of budget activities
which must be given by everyone whose aid is
needed in its preparation. No budget is perfect,
since results depend largely upon judgment and
opinion, but errors are due to technical mistakes and
not to unfairness.
The third essential, said the speaker, is a feeling
of mutual understanding between budget officers
and operating heads. The operating men must feel
that the budget authorities appreciate the operating
problems to be met and the budget authorities
should be assured that the operating men have
realized the significance and purpose of the budget.
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unpaid balance is charged, it is a question whether it
should be included in earnings pro rata in accordance
with collections, or included in its entirety imme
diately upon making the sale. In this relation the
question of whether the interest charged represents a
normal interest rate should be borne in mind. The
compound interest basis should be used if the sales
are to be paid for over a period longer than one year.
The speaker said that any method of proration
similar to that used under the first method would be
inconsistent as the second method tends away from
proration. However, to include the entire interest
in income immediately would necessitate carrying
customers’ accounts on the balance-sheet, valued at
one hundred per cent., which are not payable for
many months, whereas proper accounting demands
that such accounts be not included at values in ex
cess of their present worth. This implies that de
ductions from the gross balances should be made in
an amount equivalent to a normal rate of interest
which will reduce the accounts to their present
worth. If the interest rate charged is above normal,
the computation of the deferred interest at only six
per cent. will result in the immediate inclusion in
income of such portion of the interest charged as is
greater than the proportion based on collections. If
the rate is less than the normal one it will result in
deducting from the accounts more than has been
charged to the customer on the unpaid balance,
thereby reducing the effective gross profit included in
income. The speaker suggested that irrespective of
the rate charged a normal rate of interest be used to
reduce customers’ instalment accounts to their
present value under the second method.
A small provision for uncollectible accounts in
instances where it may be impossible to repossess the
merchandise should be made. Such a reserve for
doubtful accounts, even in cases where merchandise
is repossessed whose present worth may be lower
than the price at which sold to the customer, shifts
the profit to the period in which the goods are ulti
mately sold. The speaker said that a deduction
from profit also should be made to set up a reserve
for bookkeeping and collection of accounts, which
is a considerable item in deferred-payment sales.

are expected later to abide by the budget adopted.
The speaker closed this outline with repetition of
his belief that operating men should be given every
opportunity to express their opinions and needs in
relation to the proposed budget.
The speaker said that there should be a definitely
recognized procedure for granting budget increases
in emergencies when department heads may re
quest additional allowances, if such variations
from the budget are found to be necessary. Pro
vision should be made for budget modifications due
to unforeseen exigencies, although the speaker
emphasized that unnecessary elasticity is not to be
desired.
Simple forward estimates which departmental
heads are supposed to endeavor to comply with in a
more or less indefinite fashion are not real budgets
in the opinion of the speaker. A true budget
when adopted should carry with it a definite
authorization for expenditures and any excess of
budget allowances should be the subject of approval
similar to that which was given to the budget as
originally passed.
J. P. FRIEDMAN—“DETERMINING PROFITS
FROM DEFERRED-PAYMENT SALES”

Address delivered at the annual conven
tion of the Controllers’ Congress of the
National Retail Dry Goods Association,
May 12, 1926.
The speaker said that as the sale of merchandise on
the instalment plan is a comparatively recent de
velopment in department stores, there is sometimes
a tendency toward over-statement of the profit
earned on such transactions. Generally such profit
may be determined either by deferring the profit at
the time the sale is made and including it in income
only in proportion to collections, or by including the
entire profit in income immediately upon making the
sale in the same manner as in the case of cash, charge
and c. o. d. sales. The first method has been
sanctioned for income- and profits-tax purposes by
the regulations of the treasury department and the
provisions of the 1926 revenue act. By this method
the percentage of total gross profit on a sale is pro
rated to the initial payment and subsequent collec
tions, and this percentage of each payment is re
corded when the cash has been received.
However, it is customary in this relation to charge
the customer interest on the unpaid balance. In de
termining profits at the end of the period, the ques
tion arises whether or not the entire amount of the
interest should be included in the earnings at the
time the sale is made, which would seem to be in
consistent with the general theory of this method of
determining profits. Whether the interest charge
is higher or lower than a fair rate of interest on the
outstanding balance does not alter the situation.
The gross profit and interest as elements of income
should both be deferred according to collections.
Under the method of deferring gross profit, a reserve
for doubtful accounts is not considered necessary.
The second method, that of including the entire
profit from instalment sales in income as soon as
sales are made, entails some difficulty in that there
are certain deductions from such profits not common
to cash, charge and c. o. d. sales. If interest on the

WALTER A. STAUB—“WAIVERS, CREDITS
AND REFUNDS”

Address delivered at the annual conven
tion of the American Mining Congress,
Washington, D. C., December 7 to 10,
1926.
The speaker said that the introduction of the
income tax in this country created some new
problems in taxation methods and procedure.
Prior to 1917, he said, the income-tax rates were
so low that the possibility of additional assessments
was not a serious contingency and the limitation of
time for such additional assessments did not re
ceive much consideration, although the 1909 act did
contain a provision making them possible. The
speaker referred to provisions for additional assess
ment and limitation of time in that relation in the
various acts, ending with the 1926 act which re
duced the period to three years from the time re
turns were made for taxable years beginning with
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1925, retaining, however, the periods specified under
previous acts. He said that it was quite apparently
the intention of congress to set a definite limit of
time upon the expiration of which the taxpayer
might be assured that his income-tax liability had
finally been determined and that no further liability
could arise therefrom. The wording of the acts
indicates that congress intended the need for ad
ditional assessment to arise only when there had
been intent to defraud the government or when
ignorance or error had falsified the return. Before
the war the amounts involved in additional assess
ment resulting from the examination of returns
by the treasury were not large enough to cause seri
ous inconvenience. In the war-tax years, however,
with their unprecedented rates, it was important
that true tax liability be known as soon as possible.
This called for authoritative determination of the
amount of liability and a definite limitation of time
beyond which no further increase in liability could
arise. The treasury, however, said the speaker,
initiated the practice of requesting taxpayers to
waive the statutory period of limitation on addi
tional assessments, threatening that if waivers were
refused immediate assessment would be made of
additional taxes under consideration by the treasury.
The majority of taxpayers chose to give the waivers
requested and thus extended the period within
which the treasury might make additional assess
ments. The 1921 revenue act contained the first
specific provision for the extension of the statutory
period with the consent in writing of both the com
missioner and the taxpayer.
The speaker commented on the inconveniences
borne by business under these conditions. Real
estate and personal property taxes are currently
determined each year and after payment there is a
practical assurance that no further claims may arise.
The contrary conditions which obtain in income-tax
administration cause much annoyance.
Several reasons for the waiver practice developed
by the treasury are: lack of an adequate number
of competent agents to complete the examination
and final determination of liability within the statu
tory period, and the treasury’s undertaking in
1917 to value all natural resources and intangible
assets which had been acquired by corporations
of the country for capital stock, or which were
affected by the general principle of valuation as at
March 1, 1913, for depletion or depreciation pur
poses.
According to the speaker, even if these reasons
justified the waiver practice of the treasury, the
system is inequitable to the taxpayer in that the
payment of refunds may not be extended beyond

the fixed period within which claims for refund or
credit must be filed. The taxpayer may waive
his right of limitation of additional assessment but
there can be no extension of the statutory period
within which claims must be filed by taxpayers in
order to permit the making of refunds or credits.
The arguments which may be used to justify the
treasury’s waiver practice may be applied with
equal force to the contention that taxpayers claim
ing refunds should be allowed a similar privilege.
For example, the tax liability of some 1917 and 1918
returns is still undetermined, so that if any addi
tional tax is disclosed it can be assessed and collected.
On the other hand, under the present act there is
no way generally in which claims for refund can now
be filed with respect to 1917 and 1918 taxes over
paid under returns filed at that time. In a number
of important instances the courts have reversed
decisions of the treasury and the treasury has often
reversed its own judgments in the matter of certain
assessments. In such cases if the statutory period
in which claim for refund might have been filed
has expired, a taxpayer can not recover an over
payment even though the courts have declared that
such tax ought not have been collected.
In the interests of equity between the govern
ment and the taxpayer with respect to additional
assessments on one hand and credits and refunds
on the other, the speaker suggested the following
provisions:
1. That the provision for extending the period of
assessment by agreement between treasury and
taxpayer automatically extend the period within
which the taxpayer may file claims for refund or
credit of tax overpaid for the periods affected by
the commissioner’s adjustments under the waiver.
2. That whenever a final court decision reverses
a treasury regulation, in accord with which returns
have been required to be made under pain of the
penalty for negligence provided in section 275 (a)
of the present (1926) revenue act, claims for refund
should be permitted, say, within one year from the
date of the court decision, regardless of the period
which may have run since payment of the tax.
The statutory periods which are specified in the
1927 revenue act for examination, collection or
recovery of overpayment of income tax run from
a number of different dates. All these periods could
not be made to run from the same date but it would
be possible, by following the suggestions made, to
simplify somewhat the dates and periods with
respect to additional assessments and credits and
refunds. At the same time, said the speaker, it
would bring them into a more equitable relation
with each other.

ERRATUM
The respondent’s name was erroneously
printed as G. D. B. Ender. The correct
name is G. D. Bender.

A printer’s error occurred in the Bulletin
for February 15th in giving the name of the
respondent in the case decided by the
supreme court of the state of Washington.
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COURT DECISIONS
Taxation

deed, grant or gift, shall be subject to a
tax.”
First National Bank of Boston v. Commis
sioner of corporations and taxation, supreme
judicial court of Massachusetts, January 11,
1927.

Inheritance tax. Whether refund of fed
eral estate tax was taxable under Massa
chusetts inheritance-tax statute:
An action was brought for the abatement
of an additional succession tax assessed
against an estate of a decedent. In 1918
decedent died leaving as part of his estate
assets consisting of his distributive share of
his brother’s estate who had died subsequent
to September 13, 1913. Said assets were
taxed by the government under the pro
visions of the 1913 revenue act but in the
1918 act no provision was included whereby
a credit for said amount previously taxed
within five years could be given in computing
decedent’s estate tax, so that a federal estate
tax of $34,000 was imposed upon decedent’s
estate and paid. In computing the succes
sion tax due the state upon decedent’s estate
the state commissioner had deducted the
amount of the federal tax so paid. A 1921
amendment of the federal revenue act pro
vided that one of the deductions from the
gross estate of a decedent should be the value
of any property received by decedent within
five years prior to his death by gift, bequest,
devise or inheritance from a prior decedent
in whose estate the property had already
been subject to a federal estate tax. The
act also provided that this deduction should
be made in the case of the assets of all
decedents who had died since September 8 ,
1916. Decedent's estate consequently re
ceived from the federal government a refund
of some $24,000. On these sums the state
tax commissioner claimed the right to assess
additional inheritance taxes as upon subse
quently disclosed assets.
I t was held that the taxes so assessed by
the state tax commissioner should be abated.
The refunded federal estate tax, which was
a legal tax when collected, did not become
by relation a payment to the estate as of the
death of the decedent and pass in intestate
succession by will, or by deed, grant or gift,
within the meaning of section 1, c. 268,
statutes of 1916, in force at decedent’s
death, providing that “all property within
the jurisdiction of the commonwealth be
longing to inhabitants of the common
wealth which shall pass by will, or by the
laws regulating intestate succession, or by

Income tax. Whether profit on sale of
gift was taxable income under 1913 internalrevenue act:
An action was brought for money paid
under duress to a federal tax collector in
discharge of plaintiff’s income tax as assessed
for the year 1915 under the 1913 internalrevenue act. In October, 1914, plaintiff’s
husband gave her certain stock which she
sold in the summer of 1915. Upon her
income-tax return for that year she was
assessed upon the difference between the
value of the stock in October, 1914, and the
amounts which she received upon their sale.
The first paragraph of section B of section
II of the 1913 act provided that the income
taxable “shall include gains, profits and
income derived from . . . sales or dealings
in property, whether real or personal, grow
ing out of the ownership or use of or interest
in real or personal property . . . or gains or
profits and income derived from any source
whatever, including the income but not the
value of property acquired by gift, devise,
bequest or descent.” The question was
whether the statute included “gains . . . de
rived from sales” of personal property
acquired by gift. By section 2 (e) of the
act of 1916 it was provided that the gain
derived from the sale of property acquired
before March 1, 1913, should be taken as its
appreciation since that day.
The court held that plaintiff could not
recover, for under the act in question the
profits on gifts and bequests was included
with gains derived from sales of all kinds of
property, however acquired. There was no
merit to plaintiff’s contention that congress
did not mean to tax the appreciation of pur
chaser property between 1915 and 1916
because only in 1916 was any rule laid down
which professed to cover it and then only in
a form equally applicable to gifts and be
quests.
Rice v. Eisner, United States circuit court
of appeals, second circuit, December 24,
1926.
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OBITUARY
Arthur T. Byrnes
Arthur T. Byrnes, an associate of the
American Institute of Accountants, died
January 6 , 1927, in a hospital in Boston,
the city of his residence. Mr. Byrnes was
a member of the firm of Byrnes & Swanstrom. He was admitted to the Institute
in 1916, and was an associate of the American
Association of Public Accountants before
that time.

Thomas G. Hutchinson
Thomas G. Hutchinson, a member of the
American Institute of Accountants and a
certified public accountant of Florida, died
in Jacksonville on January 31st.
Mr. Hutchinson had been a member of
the Institute since 1916 and was before that
time a member of its predecessor, the
American Association of Public Account
ants. At the time of his death he was presi
dent of the Hutchinson Audit Co.

HERE AND THERE
Frederick J. Hillman, Harold R. Peters,
and Walter E. Leary have formed the part
nership of Hillman, Peters & Leary to take
over existing practices of the New England
Audit Co., Frederick J. Hillman & Co. and
Peters & Leary, formerly conducted by the
members of the new partnership. The
offices of the new firm are at 31 Elm street,
Springfield, Massachusetts, and 161 Devon
shire street, Boston.

Harry A. Keller announces the removal of
his offices from suite 410, 16 East Broad
street, to suite 913, First National Bank
building, 33 North High street, Columbus,
Ohio.
The following paragraphs report publicservice activities of members and associates
of the Institute:
William E. Hill, Chicago, is serving as a
member of the executive committee of the
Chicago Association of Commerce.

T. Whitney Iszard, Elmira, New York,
spoke on “Nicaragua” before the Meeker
Business Institute of that city on February
4th.
J. Hugh Jackson spoke before the com
mercial branch of the California Teachers’
Association at a meeting held at San Fran
cisco, December 14th, on “Modem trends
in commercial education.” On February
18th, Professor Jackson spoke to the High
School Commercial Teachers’ Association at
Stockton, California, on “Progress in com
mercial education.” At a luncheon of the
Stockton Advertising club and Accountants’
club on the same day, Professor Jackson gave
an address on “The Stanford graduate school
of business.” The California Review of
Secondary Education for January contained
an article entitled “Modem trends in com
mercial education,” written by Professor
Jackson.

Wayne Kendrick has been elected treas
urer of the District of Columbia board of
accountancy. Mr. Kendrick has served
on the municipal finance committee of the
F.
H. Hurdman, New York, spoke to Washington board of trade and recently
students of the Roger Ascham school, lectured to students of the Washington
White Plains, New York, January 28th, College of Accountancy.
on various phases of the oil industry.

The M iam i Herald, Florida, for Decem
ber 5, 1926, contained an item by Clarence
H. Hurst on income-tax instalments.
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“What the business man expects from
his office help” was the subject of an
address by W. P. Moonan, Cleveland, to
the Commercial club of the Cleveland
Heights high school on November 16, 1926.
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on January 23rd and 28th, respectively, on
“The international crisis.”

“Federal income tax” was the topic of
an address by Caddie H. Kinard before the
Rotary club, El Dorado, Arkansas, on
January 12th.

W. B. Castenholz, Chicago, spoke on
“The proper treatment of distribution
costs” at a meeting of the Boston chapter
of the National Association of Cost Account
ants held February 17th.

At a meeting of the Journal and Ledger
club, Casper, Wyoming, November 10th,
A. D. Lewis of that city spoke on bankruptcy
and the relation of the accountant to the
bankrupt. Mr. Lewis has been appointed
deputy district governor of the International
Association of Lions clubs for the 15th
district, comprising 23 clubs in the state of
Wyoming.

An article entitled “Supervision of ac
counting work,” by W. Homer Conkling
was read at the January meeting of the
New York State Society of Certified Public
Accountants.

During the month of January the follow
ing articles by Samuel Newberger, New
York, have appeared in various publications:
“Income-tax troubles—how to avoid them,”
in Beverage News and Tobacco Record; “An
important tax reminder for Bronx business
men” in Bronxboro, and “How to close your
books for income-tax purposes,” in Linen
Supply News. Mr. Newberger is also the
author of "How to avoid income-tax trouble, ’'
in the American Agency Bulletin and N a
tional Laundry Journal; “Calendar of tax
dates” in the New York University Alumnus;
and “An important tax reminder,” in the

Lewis E. Crook, Meridian, Mississippi,
spoke at a meeting of the Meridian Rotary
club, January 3rd, on “Relations between
competitors.”
An article on taxation by Henry B.
Fernald, New York, appeared in the annual
review and year-book number of Engineer
ing and M ining Journal dated January 22,
1927.
David B. Peter, Kansas City, spoke be
fore a meeting of the National Association of
Cost Accountants held in that city, Decem
ber 20th, on “A balance-sheet.”

American Bankruptcy Review.

“ 1926 results and 1927 forecast” was the
subject of an address delivered by V. Frank
Banta, Chicago, at a meeting of the North
western Drug Co. in Minneapolis, February
8th.

Women's Apparel Merchant for December
contained the first instalment of a series of
articles on “The mathematics of selling
price,” by Theodore I. Schneider, New York.

G. A. Treadwell, New Orleans, has been
selected as a member of the “speakers’
brigade” of the community chest, and has
also been appointed delegate representing
the Exchange club of New Orleans in the
New Orleans civic council. Mr. Treadwell
has been re-appointed a member of the
postal facilities committee of the Associa
tion of Commerce for 1927, and also a
member of the advisory committee of the
membership department.

At a meeting of the American Association
of University Instructors in Accounting in
St. Louis, December 28th, F. C. Belser of
that city spoke on “What the universities
can do to aid the profession of account
ancy.”
During December Reynold E. Blight,
Los Angeles, spoke at six meetings of as
many organizations in California. During
January Mr. Blight spoke on “Trends of
history” before several mass meetings in
different parts of California. He also ad
dressed the Educators club of Los Angeles,
January 19th, on “Modern education” and
the Kiwanis and Electric clubs of that city

Walter C. Wright, Los Angeles, has been
re-elected a member of the board of directors
and elected treasurer of the Juvenile Pro
tective Association.
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Board of Examiners
The next examinations of the American
Institute of Accountants will be held May
19th and 20th, in New York and probably
in Chicago, Boston and other cities. I t
is expected that a number of states will
cooperate with the Institute in the conduct
of these examinations, holding their own
examinations on the same days, and using
the questions prepared by the Institute
examiners.
J. E. Sterrett Decorated by Italian
Government
Joseph E. Sterrett, a member of the
American Institute of Accountants and
former president of the American Associa
tion of Public Accountants, has received
the degree of grand officer of the Crown
of Italy, conferred by the king of Italy
through the Italian ambassador at Wash
ington. Mr. Sterrett recently returned to
this country after serving for more than
two years as American member of the trans
fer committee under the Dawes plan. He
had previously received decorations from
the Belgian, French and German govern
ments for his contributions to the economic
welfare of Europe.
Invitation to Institute Members
The secretary of the Institute has received
the following letter from the chairman of
the committee on the thirtieth anniversary
dinner of the New York State Society of
Certified Public Accountants:

SERIES B, No. 36

Arrangements have been made for any of the
members of the Institute who might be interested
in attending this dinner, to make reservations at
the same rate required of members of the New York
State Society, namely, at $6 a person. Orders for
reservations should be mailed to Martin Kortjohn,
Secretary, 110 William Street, New York. Cheques
covering reservations should be drawn to the order
of the New York State Society of Certified Public
Accountants.
Please be assured that we shall be delighted to
have any of your members join us in our reunion
and celebration. We believe that the fraternal
associations of the occasion and the programme
which has been arranged will make the evening
profitable and enjoyable.
Very sincerely yours,
(Signed) W illiam H. B e ll, Chairman.

The details of the arrangements which
the society is making for the celebration
of its thirtieth anniversary are reported
elsewhere in this issue of the Bulletin.

The Natural Business Year
The bureau of business research of the
college of commerce and business adminis
tration of the University of Illinois has
recently published a bulletin containing
the results of a study of the natural business
year. The material upon which the analysis
is based was obtained from questionnaires
distributed to accountants, commercial and
industrial concerns, and bankers, and from
available literature already published on
the subject.
From the replies to these questionnaires
it is concluded that the adoption of a na
tural fiscal year in place of the calendar year
would produce certain distinct advantages,
and that these advantages would by no
means accrue to any one group of interested
persons, but would apply to management,

Dear Sir:

On Monday evening, April 25, 1927, the New
York State Society of Certified Public Accountants
will hold its Thirtieth Anniversary Dinner at the
Waldorf-Astoria Hotel, New York, at 6:30 o'clock.

Published Monthly by the Journal of Accountancy, Incorporated
Copyright 1927 by the Journal of Accountancy, Incorporated
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bankers, public accountants and the bureau
of internal revenue.
Briefly, the advantages that would re
sult from the adoption of a natural fiscal
year by each group of persons concerned
are summarized as follows:
Advantages to management:
Seasonal activity would be completed.
Low stocks of goods would remain at closing.
New contracts, etc., would be discussed between
seasons.
More time would be available for the firm’s
auditors.
Statistical data would be collected for a natural
period.
Advantages to bankers:
Work of the credit department would be better
distributed.
Congestion in making loans would be relieved.
Temptation to “dress” financial statements
would be reduced.
Comparisons would be facilitated.
Advantages to professional accountants:
More permanent and experienced staff would be
possible.
Long hours at high pressure would be avoided.
Technical difficulties of “rush seasons” would be
minimized.
Verification would be easier because of low
inventories, etc.
Client’s statements would be less delayed.
More time would be had for consultation with the
client.
Advantages to the bureau of internal revenue:
Some of the temporary extra help now required
would be eliminated.
Collections would flow in more evenly.

as he would prefer to be. As a result the service
rendered is not the best that the accountant can
give.
A more general adoption of the natural business
year would result in an accounting profession con
sisting, in greater proportion than at present, of
well-trained, experienced men. This, the pro
fessional accountants feel, would enable them to give
improved service to all clients.
Conducting an audit after the close of a client’s
natural season does not offer the same multitude
of small technical difficulties as are encountered
when the audit is made in the midst of a particularly
active season. If audits were made at the logical
time (i. e., when receivables, inventories and
borrowings are low), the task of verification would be
made easier, and the client would be the gainer,
because reports containing more constructive sug
gestions would then be possible.
“It quite frequently happens that the relations
between the public accountant and his client become
strained because the public accountant is not on
hand as promptly as the client feels he should be.
The auditor appreciates the desire of his client in
wanting the audit conducted promptly after the
close of the year, and he does all that he can to
comply with the client’s wishes, yet he has from
dozens to hundreds of others making the same de
mands, all immediately after December 31st each
year. This situation necessitates the public ac
countant’s organization doing work in about three
months that would take about nine months under
normal conditions; and at that a client or two
invariably feels that he has been slighted or put off
unnecessarily long and seeks another accountant.
He seldom meets with success, because the second
accountant is usually in the same difficulty as the
first.” (Letter from a public accounting firm.)
The accountant’s work would be spread more
evenly throughout the year, so that he could be on
hand promptly after the close of the natural year’s
operations. Then too, the accountant and the
executive could have a personal consultation oftener

The advantages thus suggested are sub
sequently discussed in the bulletin in detail.
The benefits of the natural fiscal year to
public accountants are proposed as follows:

after the report was prepared concerning the
financial condition of the concern—a practice which
is altogether too rare, largely because of the pressure
under which accountants work at present. The
value of the accountant’s report to the executive
would be greatly enhanced through an hour’s
conversation, in which the accountant could dis
cuss broadly certain aspects of the business in the
light of his knowledge and experience.

The advantages of a natural business year to
professional accountants will be observed to be,
in a large measure, advantages to their clients as
well. In fact, professional accountants themselves
could not justify any other kind. The use of the
calendar year as a basis for closing the books causes
accounting firms to add new, and often temporary
men, to their staff each winter. This means that
the accounting firm has to take less experienced and
less efficient men, whose work is less likely to add
to the reputation of the firm. At the same time
the client does not get the services of the best in
the accounting profession because these must
spread their personal service thinly over so many
engagements at the same time.
Because of the overwhelming amount of work
during the first three months of the year, the ac
countant has to work long hours in order to meet the
demand for his services. This tax on his physical
energy keeps the accountant from being as alert

The replies to the inquiries of the bureau,
however, indicated some apparent dis
advantages to certain groups which might
be entailed in the adoption of a fiscal year
other than the present calendar year. The
points mentioned are summarized as follows
Disadvantages to management:
The notion that income-tax returns require the
calendar year.
Special computation of income tax would be
necessary.
Possibilities of unjust discrimination in future tax
laws would be enhanced.
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The notion that federal and state reports require
the calendar year.
Comparison of individual and general statistics
would be disturbed.
Benefits would not be worth the trouble of chang
ing.
Disadvantages to bankers:
N ot as good a “credit picture” would be given.
Comparison of credit statistics and general
statistics would be disturbed.
Revising discount lines would be made difficult.
Disadvantages to the bureau of internal revenue:
A change in central audit routine would be re
quired.
Confusion in estimating tax receipts and in
budgeting disbursements would be introduced.

Copies of this bulletin on the natural
business year are still available. Persons
who desire to obtain them should address
the bureau of business research of the Uni
versity of Illinois.

In addition to compiling this information
showing the favorable and unfavorable
aspects of the adoption of the natural
business year, the bureau attempted to
ascertain the respective closing dates most
proper for the various leading enterprises
of the country. The opinions of public
accountants as well as those of the concerns
themselves were relied upon to a great
extent in presenting this matter. Twentytwo leading industries are discussed in the
bulletin, and the resultant conclusions are
shown in the following summary:
If the 439 reporting companies had adopted the
most suitable natural year in accordance with the
above information, the closing dates would be as
shown in the following tabulation:
July 31st.............
20
January 31st......... 27
February 28th.. . .
6
August 31st.........
9
March 31st............ 30
September 30th..
11
April 30th.............
9
October 31st----32
May 31st...............
8
November 30th..
28
June 30th.............. 65
December 3 1 st..
193
These figures show that, by using the most suitable
natural date, 44% of the closings would come at the
end of the calendar year, 14.8% at June 30th, 7.3%
at October 31st, 6.9% at March 31st, 6.4% at
November 30th, 6.2% at January 31st, 4.6% at
July 31st, and 9.8% at the other dates. The fol
lowing table shows the present practice in contrast
with the above possible results.
No.
No.
Per
firms
Per
firms
cent
cent could
now
Date of
age
use
age
using
closing
100
439
100
Total.................. 439
6.2
27
3.6
16
January 31st....
1.4
6
.7
3
February 28th..
6.9
30
1.6
7
March 31st.......
2.1
9
2.1
9
April 30th.........
1.8
8
1.8
8
May 31st...........
65
14.8
5.0
22
June 30th..........
4.6
20
1.4
6
July 31st...........
2.1
9
2.1
9
August 31st. . . .
11
2.5
.8
4
September 30th.
32
7.3
4.1
18
October 31st....
6.3
28
4 .8
21
November 30th.
194
44.0
72.0
December 31st.. 316
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Registration Proposed in Ireland
A bill known as the “Registered account
ants bill, 1927,” was recently introduced
in the dail of the Irish Free State for the
purpose of providing a system of registra
tion for the accountancy profession there.
Generally, the proposed act provided for
the original admission to registration of
members of the recognized accountancy
societies, members of accountancy organi
zations whose qualifications should be con
sidered satisfactory by the duly constituted
authorities, and all persons who could prove
that they had been in practice in the Irish
Free State for a certain length of time.
Future admissions were to be governed by
the administrative body for which the act
provided, on the basis of prescribed exami
nations and a stipulated amount of pre
liminary training—five years except in the
case of university graduates.
The council which the bill provided for
the administration of the law was to be
composed of five practising members of
the Institute of Chartered Accountants in
Ireland, four practising members of the
Society of Incorporated Accountants in
Ireland, and three practising accountants
unassociated and appointed by the ministry
for industry and commerce.
After the passage of the act none except
a registered accountant was to be permitted
to describe himself as a practising account
ant or auditor, or to perform the functions
legally recognized as those of a public
accountant.
The bill was killed in the Irish senate.
Public Accountants in Mexico
The Institute of Titled Public Account
ants of Mexico has published a special
bulletin, presumably for the information
of the business public, stating the various
types of service which the members of the
institute are qualified to perform. The
bulletin also contains the names and ad
dresses of members and certain excerpts of
general interest from the rules of profes
sional conduct of the Mexican Institute.
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New Simplified Invoice Form
At a meeting held at Washington, D. C.,
February 16, 1927, a joint committee on
invoice simplification unanimously adopted
a simplified invoice which was intended to
combine the best features of both the uni
form and the national standard invoice
forms, each of which has been endorsed
by various organizations and has been in
use for some years. Representatives of the
division of simplified practice of the United
States department of commerce, the Na
tional Retail Dry Goods Association, the

National Association of Purchasing Agents
and several well-known industrial organiza
tions were present at the meeting.
The chief problem of the committee was
an arrangement which would readily meet
the requirements of concerns which prefer
multiple billing as well as those which prefer
unit billing. This problem occupied most
of the discussion, and what seemed to be
a satisfactory conclusion was finally unani
mously adopted by the committee. A fac
simile of the form is printed below.
FOR C U S TO M E R 'S U S E O N L Y

SIM PLIFIED IN V O IC E

[YOUR Name, Address and Trademark Go Here]
PRICEAPPROVED
CUSTOMER'S
ORDER NO & DATE

INVOICE NO

REQUISITION NO.

INVOICE DATE

CONTRACT NO

VENDOR S NOS.

SOLD
TO

SHIPPED TO
DESTINATION
DATE SHIPPED

PREPAID OR COLLECT?

CAR INITIALS AND NO
HOW SHIPPED AND
ROUTE
TERMS

NOTE: In case of multiple billing, pro
vide column here for order numbers.
If not so used, this space may be added
to the width of the other columns.

Q U A N T IT Y

DES C R IP TIO N

U N IT P R IC E

AMOUNT

Facsimile of Simplified Invoice Form
E ndorsed by th e D ivision o f Simplified Practice, D ep artm e n t o f C om m erce, W a shington, D . C .,
after th e u n anim ous agreem ent o f C om m ittees representing b o th N a tional S ta n d ard a n d U niform
Invoice Form s, February 16 , 1927. U sers o f eith e r S ta n d ard o r U n ifo rm Invoice Form s are requested
to a d o p t th e Sim plified Invoice Form w h e n th e supply o f th e ir prese n t form s is exhausted.

NOTE: To Conform to Standard.
“C u sto m e r’s U se" block m ust be exactly as show n.
D esignations m ust all be show n.
Sequence a n d p osition of designations m u st b e as show n.
Size s —8 ½ " fro m side to side.

7"

11" from to p to b o tto m .
14"

Optional for User's Convenience.
Size an d arrangem ent o f space fo r v e n d o r's n am e, address, tra d e m ark, etc., m ay be
changed as desired.
Spacing b o th h orizontal a n d vertical, to le ft o f “C ustom er’s U se” block, m ay be
changed as desired,
“Shipped J o an d D estination” m ay be arranged fo r w indow envelope.
Q u a n tity ”,'‘D escription","Price" a n d “A m o u n t" colum ns m ay be subdivided as desired.
Invoices to retailers should p rovide a colum n ⅞ " w ide to th e rig h t o f th e “A m o u n t”
co lu m n a n d h ead ed "F or R etailer’s U se."

"

The approved method provides that “cus
tomer’s order number and date, requisition
number and contract number” are placed in
the upper left-hand comer of the heading of
the invoice form, and that a note is made in
the left margin of the body as follows: “In
case of multiple billing provide column here
for order numbers. If not so used, this space
may be added to the width of the other
columns.”
The committee unanimously
voted that the simplified form resulting from
the conference be adopted as of February
16, 1927, and that it be used by all present

acceptors or supporters of the predecessor
forms, as soon as present stocks on hand are
exhausted. It was also voted unanimously
to subject the simplified invoice to intensive
trial and use for a period of two years, end
ing February 16, 1929. In the meantime
the standing committee is to receive all
comments, criticisms and suggestions re
garding the form and to consider them as a
basis for subsequent revision or modifica
tion if actual trial of the form demonstrates
that either is necessary.
4

Bulletin of American Institute of Accountants

Practical Experience in Accounting
Course
By means of coöperative arrangements
between the University of Minnesota and
several accounting firms in St. Paul and
Minneapolis, ten seniors in the university
accountancy course were employed as junior
accountants during the winter quarter.
They returned to the university for the
spring and summer quarters to complete
work for their degrees. The arrangement
has so far seemed to be thoroughly satis
factory to both students and employers. It
is hoped that this plan will give students an
opportunity to apply their theoretical train
ing in a practical way while still in school.
This opportunity for practical experience as
a part of the accounting course may be ex
tended on a larger scale next year.

adopted. A number of conferences, lunch
eons and dinners, arranged by members,
have taken place at the dub rooms. The
membership at this time has reached a total
of 544. Of this number 426 are resident
members and 118 non-resident. Several
accountants resident in foreign countries,
including Great Britain, France and China,
have been admitted.

“Evolution of Overhead Accounting”
The department of manufacture of the
United States chamber of commerce has
recently published a pamphlet on “The
evolution of overhead accounting.” The
subject matter is divided into two parts,
entitled, respectively, “Basic principles
in the treatment of manufacturing over
head” and “Designing the overhead struc
ture.” The manager of the department
had advised the Institute that any member
Accountants’ Club of America
may obtain without charge a single copy of
Activities of the Accountants’ Club of the pamphlet upon request.
America, Inc., during the past month include
Hotel Accountants’ Association
the inauguration of a series of informal
entertainments which are to be held regu
The fifth monthly meeting of the Hotel
larly on the first and third Tuesdays of Accountants’ Association was held in New
each month. Under the direction of a com York, February 18th. It was announced
mittee of which Colonel Arthur H. Carter is that the constitution and by-laws com
chairman, two such entertainments have mittee had completed its task of revising
been conducted. The first, on March the constitution and by-laws of the asso
22 nd, consisted of an informal discussion of
ciation in order that they might be adapt
the balance-sheet. Subsequently the com able for the use of chapters. The revised
mittee arranged an evening of cards in the constitution provides for the admission of
club rooms on April 5th. Both meetings public accountants to be known as “public
were well attended.
members,” who shall have had in the course
At the meeting of March 22nd, Joseph of their practice as a client any hotel which
L . Morris, New York, addressed the mem is, or was at that time, a member of its local
bers on some of the aspects of the balance- state or sectional association or of a na
sheet from the viewpoint of the banker tional hotel association. The constitution
who is called upon to pass on loans based also provides for a number of committees,
on financial statements. Charles B. Couch- among which are a technical committee
man replied in detail to several points raised for purposes of professional research and a
by Mr. Morris, and a round-table discussion library committee whose duty is to collect
ensued.
and encourage the publication of literature
Maxwell S. Mattuck then discussed the relating to hotel accounting.
balance-sheet from the viewpoint of the
prosecution of dishonest business men.
New Course in Public Accounting
Leon O. Fisher and J. J. Klein also par
The state university extension of Massa
ticipated in the discussion.
The officers and committees of the club chusetts has offered a review course, con
believe that the increasing participation ducted by John T. Drury, a certified public
of members in the club activities is an indi accountant and attorney, in preparation for
cation of a real demand on the part of the the certified public accountant examinations
members for the programme which has been which are to be held May 19th and 20th.
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“Financial Publicity in America”
The March 5th issue of The Accountant,
London, reproduces in full an article by
William Z. Ripley, entitled “Stop, look,
listen!” which originally appeared in the
Atlantic Monthly for September, 1926.
The Accountant, in addition, devotes three
columns of editorial discussion to the subject
matter of Mr. Ripley’s article, under the
title, “Financial publicity in America.”
The first appearance of the article in Amer
ica evoked a great deal of comment, both
in support of and against Professor Ripley’s
assertions regarding the defects in the
financial policies of corporations in this
country. Accountants in general were in
clined to believe that the article contained
some inaccuracies and exaggerations, par
ticularly in its presentation of alleged in
adequacies in the treatment of no-par stock
and of depreciation on financial statements.
The Accountant, in its editorial upon this
subject, while recognizing that many of
the conditions mentioned by Professor
Ripley are peculiar to American political
organization, expresses great interest in
the article in so far as it is applicable to
British affairs. Substantial agreement is
indicated with what Professor Ripley says
regarding the bearing of the problem of
depreciation. Concerning no-par stock and
the possibility of a company’s dealing in
its own shares, however, the editorial ob
serves with some satisfaction that these
matters will have for English readers only
an academic interest. The writer goes
on to say:

The course includes the following subjects:
corporations and partnerships; mergers and
consolidations; holding companies; sinking
funds; income-tax problems; receivership
accounting; bankruptcy; executor and trus
tee accounting. The fee is nominal. The
textbook used is the volume of examination
questions of the American Institute of
Accountants, 1917 to 1924, published by the
Institute.

Farm Accounting
Several discussions of farm accounting
have taken place recently at meetings in
rural districts in the western part of the
United States. Editorials and news items
on the subject have appeared in local news
papers, notably in Nebraska, California
and Oregon. Bankers’ associations and
state universities seem generally to be in
favor of the introduction of scientific ac
counting methods in the agricultural in
dustry and are offering their cooperation
in all practicable ways.
In the last issue of the Bulletin mention
was made of a report rendered by a com
mittee appointed by the Scottish board of
agriculture to investigate farm accounting
and economics. Reference was also made
to an editorial discussion of this report which
appeared in The Accountants’ Magazine,
Edinburgh. In a recent issue of The
Accountant, London, the same report is
reproduced in full, and in incidental dis
cussion of the matter attention is drawn
to the committee’s suggestion of cooperative
action on farm accounting by groups of
farmers with the advice and assistance of
a professional accountant. The Accountant
says that there seems to be an opportunity
for the professional accountant to make a
contribution to economic science.
In the report of the Scottish committee
on farm accounting it is recommended, “ ( 1)
that in addition to a profit-and-loss account
it is desirable to make out a balance-sheet
with the object of ascertaining the capital
invested in the undertaking and any bor
rowed capital; (2) in preparing statements
particular inquiry should be made to ascer
tain the household expenditure with which
farm accounts should be credited; and (3 )
interest on capital (except on bank over
drafts) and earnings of management should
not be included among the outgoings.”

“There is, however, much which comes right home
in connection with the proper classification and
grouping of assets. There may be two opinions as
to whether, for example, it is wise to carry goodwill
upon a balance-sheet; but there can be no two opin
ions as to whether it is proper to disclose the figure,
whatever it is. There is, of course, no compulsion
in the matter, and we do not forget that the recent
company law amendment committee specifically
refrains from making any recommendation for the
alteration of the present state of the law. Everi
as things stand, however, Professor Ripley obviously
casts longing eyes at the British rule, which compels
the annual filing of a balance-sheet by public com
panies with particulars of the basis of valuation
of fixed assets.......... We are happy to believe
that were a British investigator given the utmost
facility he would be unable to frame an indictment
against British big business even fractionally as
serious as the charges which Professor Ripley levels
at American corporations.”
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Annual Meeting of United States
Chamber of Commerce
The fifteenth annual meeting of the
chamber of commerce of the United States
of America will be held at Washington,
D. C., May 3rd, 4th and 5th. The president
of the American Institute of Accountants,
who is also the Institute’s national councillor
in the chamber, has appointed Edward E.
Gore as substitute national councillor for
the meeting and the following members as
delegates: Will-A. Clader, Charles O. Hall,
Elmer L. Hatter, W. P. Hilton, Joel Hunter,
F. H. Hurdman, A. M. Pullen, W. M. Smith
and J. E. Wilson.

Journalism
College
Engineering
Optometry
Architecture
Medicine
Dentistry

Average
$1270
1310

$1029
1069
1052
1099
1104
1244
1244

The national professional fraternity,
Alpha Kappa Psi, one of whose objects is
to foster “scientific research in the fields of
commerce, accounts and finance,” has
instituted a survey of the cash value of a
college education, according to a bulletin
issued by Boston University. This survey
is intended to bring up to date a similar
study conducted several years ago by the
college of business administration of Boston
University, which showed that the average
increased earning power of the college
graduate from the time of his graduation to
the age of 60 was $72,000. This figure
was obtained by deducting from the amount
earned by the average college graduate
between the ages of 22 to 60 the total earn
ings of the average high-school graduate
from the ages of 18 to 60.
If these two groups of statistics were to
be compared it would be found that the
average graduate of a business course in
college would pay approximately $5,240
for his education, and throughout his busi
ness career would earn $72,000 more than
if he had not had the benefit of his college
training, an ideal net cash profit of $66,760.

Cost and Value of College Education
In relation to the purpose of the Institute’s
bureau for placements to obtain positions
in the accountancy profession for suitable
college graduates, it may be of interest to
note certain figures which have been com
piled showing approximately the average
cost and cash value of a college education.
The annual report of the secretary of
appointments of Columbia University for
1926 includes an estimate of the average and
minimum annual costs to students of their
courses in the various graduate schools of the
university. They are given in the following
table:
Law
Business

$1310
1350
1370
1390
1395
1525
1558

Minimum
$1069
1029

REGIONAL MEETING
Kansas City
Plans are being made for a regional meet
ing of the Institute to be held in Kansas
City, Missouri, June 10th and 11th. This
will be a meeting of the mid-west region,
comprising the following states: Illinois,
Iowa, Kansas, Kentucky, Minnesota, Mis
souri, Nebraska and Wisconsin. The fol
lowing committees have been appointed to
make proper arrangements for the meeting:

L. U. Crawford
Tom C. Hansen
Publicity Committee
George E. Dell, Chairman

E. J. Dillon
Spaulding F. Glass
George P. Jackson
E. C. Martin
J. Y. McManus
Reception Committee

Executive Committee

J. D. M. Crockett, Chairman
O. R. Abel
E. J. Dillon
Tom C. Hansen
H. E. Lunsford
E. J. Powell
F. M. Weaver

Eugene M. Lynn, Chairman
Edward Fraser
Richard S. Wyler
Finance Committee
Miller Bailey, Chairman
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George P. Jackson
R. S. Osborne
A. H. Thurmond
F. A. Wright

Programme Committee
F. A. Smith, Chairman

Archibald Anderson
W. E. Baird
Parry S. Barnes
J. D. M. Crockett
R. S. Osborne

The President hotel has been selected as
headquarters. It is believed that an attrac
tive programme will be arranged and a large
attendance is expected. All persons who
are interested in accountancy, whether mem
bers of the Institute or not, are always
welcome at the regional meetings.

Entertainment Committee
David B. Peter, Chairman

F. R. Brodie
Tom C. Hansen

COMMITTEE ACTIVITIES
Committee on Federal Legislation
The committee on federal legislation has
distributed to all members and associates
of the Institute copies of a questionnaire
asking for opinions as to the chief defects
existing in the present United States in
come-tax law and its administration. This
has been done for the purpose of obtaining
a concise statement of the views of the
accountancy profession generally regarding
the manner in which the federal revenue
laws should be amended.
The two questions propounded in the
committee’s questionnaire are of a general
nature and are intended to elicit brief state
ments of the opinions of accountants with
reference to the specific parts of the law
which are in need of fundamental remedy.
The questions are as follows:

Special Committee for Placements
The special committee for placements
is forming plans for its activities during the
coming summer and autumn, subsequent
to the graduation of the present senior
classes in the various colleges of the country
in June. It is expected that the plans will
result in accomplishments even more grati
fying than those of the past year, the first of
the committee’s existence. The bureau for
placements, which operates under the direc
tion of the special committee, is concentrat
ing upon its chief objective—to obtain the
highest possible type of college graduates
as junior assistants in accounting firms.
To this end, the pamphlet which was pub
lished for the information of college men
interested in the bureau’s plan and is
descriptive of the profession of account
1. In your opinion, what, if any, basic defects ancy generally, as well as of the programme
exist as to the nature or principles of our present of the bureau for placing qualified men in
federal income-tax system as created by law, and desirable positions, has been subjected to
what recommendations would you make for their extensive revision. A new edition is to be
correction?
2. What, if any, basic defects exist in the method published at an early date, and copies will
of administration of the tax system and what be distributed in the leading colleges and
general recommendations would you make for their universities throughout the country. The
correction?
bureau has also devised additional means
I t seems probable that at the next session whereby the ability of men applying for
of congress, which convenes in December, placement may be accurately determined.
1927, the question of revision of the revenue The past records and personal qualifications
laws will receive extended and serious con of all applicants are now examined so thor
sideration, and the committee believes that oughly that the risk of obtaining from the
there will be an excellent opportunity at bureau an assistant who is unqualified or
that time for the presentation of the views undesirable in any way is exceedingly small.
of the accountancy profession on the subject.
The committee has also decided to dis
The committee is planning to assemble tribute bulletins summarizing the personal
information on the subject during the sum history, scholastic record and results of in
mer months so that it may have complete terviews of applicants for positions among
and specific suggestions for possible pre firms which are near such applicants. If any
sentation before the legislators next winter. firm receiving such a bulletin is interested in
8
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the man described and wishes an assistant
at the time, he may indicate this fact to
the bureau and arrange for a personal inter
view with the applicant. In this way no
applicant will be assigned to a firm which
has no position open at the time or to which
the particular applicant for some reason
would not appeal. It is requested that
firms which wish to receive such bulletins
advise the bureau accordingly.

Complete details regarding the bureau’s
plan for placing college graduates with
accounting firms were published in the
January, 1927, issue of the Bulletin. Insti
tute members or associates who wish to
obtain assistants through the service of the
bureau during the coming summer, autumn
or winter are urged to make known their
desires at the earliest possible time, in order
that suitable arrangements may be made.

STATE LEGISLATION
Arizona
House bill No. 118 in Arizona is dead.
The proposed measure would have reopened
the waiver clause, providing for the issuance
of a C. P. A. certificate to any accountant
having been in practice on his own account
for one year immediately prior to passage
of the act, or having been employed by a
public accountant continuously for five
years immediately preceding passage of
the act.
Arkansas
House bill No. 112 in Arkansas, amending
the existing law to reorganize the state board
of accountancy, passed in both houses of
the legislature and was approved by the
governor March 20th. The text of the new
law is as follows:

Sec. 3. This act being necessary for the immedi
ate preservation of the public peace, health and
safety, an emergency is hereby declared and the
same shall take effect and be in force from and after
its passage.

The Arkansas legislature adjourned sine
die March 10th.

Illinois
A bill relative to the licensing of public
accountants, known as house bill No. 242,
was introduced in the legislature of Illinois
March 9th, at the instance of non-certified
accountants in the state. The proposed
measure contains a waiver clause for ad
mission of present practising accountants to
registration. The bill has been reported
favorably in the house, but was subse
quently sent back to committee for further
hearing.
Two other bills, house bills No. 243 and
244, respectively, related to the organization
and activity of the state board of examiners,
are also before the legislature.

A bill for an act entitled “An act to amend section
8326 of Crawford & Moses’ Digest providing for the
appointment of a state board of accountancy.”
Be it enacted by the general assembly of the
state of Arkansas:
Be it enacted by the people of the state of Arkansas:
Section 1. Section 8326 of Crawford & Moses’
Digest be amended as follows:
The state board of accountancy shall consist of
three persons who shall be appointed by the governor
within thirty days after the taking effect of this
act, each member of which shall have been engaged
in reputable practice as a certified public accountant
within the state of Arkansas for two years immedi
ately preceding the passage of this act. The per
sons first appointed shall hold office for one, two and
three years, respectively, and upon the expiration of
each of their said terms, a member, who shall com
ply with the qualifications of this act, shall be ap
pointed for a term of three years, provided that no
member of the board shall be eligible for re-appoint
ment until a full term of three years shall have
elapsed.
Sec. 2. All laws and parts of laws in conflict
with the provisions of this act, be, and the same are,
hereby repealed.

Indiana
Senate bill No. 243 in Indiana has been
passed in both houses of the legislature
and, it is believed, will become effective
about May 15th. The text of the act is
as follows:
A bill for an act to amend section four (4) and
to add section ten and one-half (10½) of an act
entitled, “An act providing for a state board of
certified accountants, defining its powers and
duties, and providing for the examination and
licensing certified public accountants,” approved
March 10, 1921.
Section 1. Be it enacted by the general assembly
of the state of Indiana, that section four (4) of
the above entitled act be amended to read as fol
lows : Section 4. A citizen of the United States, or a
person who has duly declared his intention to be
come such a citizen, who has been a continuous
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resident of the state of Indiana for a period of not
less than one (1) year prior to filing his application
for a certificate, not less than twenty-one (21)
years of age, of good moral character, a graduate of
a high school or having received an equivalent
education, with at least three (3) years’ experience
in the practice of accounting, and who has received
from the state board of certified accountants as
herein provided a certificate of his qualification to
practise as a public accountant, shall be styled and
known as a certified public accountant. No other
person shall assume such title or use the abbreviation
“C. P. A.,” or other words or letters to indicate that
he is a certified public accountant, and no firm or
partnership shall assume or use such title or use the
abbreviation “C. P. A.,”' unless every member
thereof is the holder of an unrevoked certificate as
a certified public accountant: Provided, nothing
contained herein shall affect applicants who are en
titled to an examination for the fee heretofore paid.
Sec. 2. There is hereby created a new section to
be numbered 10½ to read as follows: Sec.1 0 ½ .
Every person holding a valid and unrevoked cer
tificate as a certified public accountant, granted by
this board under this act or any previous act, shall
be required to register with said state board of
certified accountants in the form and manner
determined by said board within ninety (90) days
from the passage of this act, such registration to
cover the period ending June 30, 1928; each such
person as above indicated shall during the month of
June, 1928, and annually thereafter on or before
July 31st, be required to register, and each applicant
for registration shall submit with his application
payment of $3.00: Provided, no registration shall
be required of applicants who pass the May examin
ation until June of the following year. Failure
to register and comply with the provisions of this
act shall operate to automatically cancel the cer
tificate which has heretofore, or which may here
after be granted under the provisions of this act,
or of any prior act. A certificate revoked for failure
to register and payment of annual fee may be re
instated by action of the board upon subsequent
registration and payment of the current and de
linquent fees: Provided, such fee shall in no event
exceed twenty-five dollars ($25.00).
For their services in connection with the provisions
of section 10½ of this amendment, the secretary
and treasurer shall each be entitled to additional
compensation not exceeding two hundred dollars
($200.00) per year, provided no part of the addi
tional compensation shall ever be paid except that
sufficient registration fees shall have been collected.

senate committee, but was killed on the
floor. The bill seemed to have excellent
chances of passage, but a last-minute at
tempt at amendment resulted in its death.
Two bills providing that the audits of
all counties should be made by a state
department died in committee.

Maryland
Two bills affecting accountancy were
introduced in the legislature of Maryland,
known as house bills No. 453 and 580,
respectively. The first bill provided for
the admission to practice as certified public
accountants of all authorized public ac
countants whose clients exceeded a certain
number and whose annual incomes exceeded
a certain sum.
The second bill was intended to reopen
the waiver clause to all accountants at
present holding certificates of authority
as public accountants under the existing
law. This measure was opposed at a hearing by the Maryland Association of Certi
fied Public Accountants and by other public
accountants of the state. I t was not re
ported out of committee before the legisla
ture adjourned April 4th.

Minnesota
House bill No. 372, before the legislature
of Minnesota, provides that any state officer
or department authorized by law to make
auditing or accounting examinations may
accept the certified reports of certified public
accountants who hold certificates under
the laws of Minnesota, subject to certain
conditions. This bill passed in the house
and was favorably reported in the senate,
but later was again referred to committee,
in whose hands it still rested when last re
ports were received.
Another bill (house bill No. 546) would
The effect of this law will be that here make possible the granting of certified
after Indiana certificates must be renewed public accountant certificates without ex
annually. Upon payment of the annual amination to certain war veterans who
registration fee a renewal certificate will have completed courses in accounting in
be issued each certified public accountant. regularly organized schools and who fulfill
certain other requirements. It has been
Kansas
reported that this bill has little chance of
House bill No. 341 in Kansas, which passage.
provided for a certified public accountant
New York
to be appointed by the judge of the district
New York house bill No. 1473 (senate
court to audit the county offices, passed
in the house and was recommended by the bill No. 1152), known as the Gedney-Sheri10
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dan bill, was defeated in the assembly by
a vote of 91 to 37. The bill would have
reopened the waiver clause, providing for
the issuance of certified public accountant
certificates to all public accountants who
had been in practice for five years or more.
The New York State Society of Certified
Public Accountants was opposed to the
passage of this bill.
No report has been received of any action
taken prior to the adjournment of the
New York legislature on the so-called Cough
lin bill (house bill No. 1034) which provided
for the “two-class” system of accountancy
regulation.
Oklahoma
A certified public accountant act has been
introduced in the legislature of Oklahoma
under the title of senate bill No. 278. The
bill provides for the reorganization of the
state board of accountancy, to consist of
five members; for the examination of candi
dates, and the issuance of certificates, and

prescribes penalties for making false reports
and for other violations of the act. The
bill was passed in the senate, but not in
the house, according to latest reports.

Tennessee
Notice has been received of the intro
duction of a bill in Tennessee to amend the
present act creating a state board of ac
countancy.
West Virginia
The legislature of West Virginia, which
had been in recess, reconvened March 16th.
House bill No. 148, amending and re-enacting
the present C. P. A. law of the state, was
subsequently reported favorably in the
house. The bill provides for the issuance
of certified public accountant certificates
to applicants who conform to the require
ments, and certificates of authority to
practise as public accountants to those who
are not yet eligible to receive C. P. A.
certificates.

STATE BOARDS OF ACCOUNTANCY
Minnesota
The governor of Minnesota has an
nounced the following appointments to
the Minnesota state board of account
ancy: James S. Matteson, chairman; Emil
Kroeger, secretary-treasurer, and Herbert
M. Temple.

Texas
The governor of Texas has appointed the
following members of the state board of
accountancy: F. G. Rodgers, W. D. Prince,
Forrest Mathis, J. A. Phillips and C. E.
Smith. At a recent meeting of the board,
Mr. Phillips was elected chairman and Mr.
Mathis secretary-treasurer.

NEWS OF LOCAL SOCIETIES
California State Society of Certified
Public Accountants
On Friday, February 25th, Moses H.
Grossman, honorary president of the Ameri
can Arbitration Association, was guest of
honor at a luncheon given by the San
Francisco chapter of the California Society
of Certified Public Accountants in conjunc
tion with the San Francisco Bar Association,
at the St. Francis hotel, San Francisco.
Approximately one hundred certified public
accountants and attorneys were present.

New York State Society of Certified
Public Accountants
The thirtieth anniversary dinner of the
New York State Society of Certified Public
Accountants is to be held April 25th at the
Waldorf-Astoria hotel, New York. A large
committee is making every effort to insure
as nearly as possible 100 per cent. attendance
of the society members. Two members
of the society will be guests of honor at the
dinner: George V. McLaughlin, who has
occupied the positions of superintendent of
11
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banks of the state of New York and police
commissioner of the city of New York, and
Joseph E. Sterrett, who has recently re
turned to America after more than two
years of service as a member of the transfer
committee under the Dawes plan. I t is ex
pected that the governor of the state and
the mayor of the city of New York will be
present at the dinner. An elaborate pro
gramme of entertainment has been prepared
by the committee.
A regular monthly meeting of the New
York Society was held March 21st. In
accordance with the by-laws five members
of the committee on nominations were to
be elected at this meeting or at an adjourn
ment thereof. The following were chosen
by the society as members of this committee:
Homer A. Dunn, Henry B. Fernald, John
T. Madden, Cole Trostler and William H.
West. The board of directors subsequently
elected from its own membership two mem
bers of the same committee as follows:
Philip N. Miller and Isidor Sack.
Alexander Wall, secretary-treasurer of
the Robert Morris Associates, spoke on
“Ratios,” which he advocated as indications
of credit strength. Lantern slides illus
trative of Mr. Wall’s remarks were shown.
A discussion of the Gedney-Sheridan
bill then before the legislature of New York
which had been proposed as a substitute
to the existing C. P. A. law of the state,
resulted in a vote of 101 to 5 to oppose the
bill.

Massachusetts Society of Certified
Public Accountants
A meeting of the Massachusetts Society
of Certified Public Accountants was held
March 28th at the chamber of commerce
building, Boston. The principal speaker
of the evening was Ralph Eastman Badger,
who addressed the meeting on “Some obser
vations on the valuation of industrial se
curities.”
Georgia Society of Certified Public
Accountants
At the annual meeting of the Georgia
Society of Certified Public Accountants
held November 27, 1926, the election of
a secretary and a treasurer for the current
year resulted in a tie and it was necessary
for the balloting to be repeated by mail.

The results of the election have now been
announced as follows:
Secretary, Victor
Markwalter, and treasurer, Edward Richard
son. The other officers as elected at the
meeting were announced in the Bulletin
for December 15, 1926.

Colorado Society of Certified Public
Accountants
The Colorado Society of Certified Public
Accountants held a meeting at Denver,
January 27th. The principal speaker of
the evening was LeRoy McWhinney, who
spoke on a state inheritance-tax bill pending
in the legislature.
Pennsylvania Institute of Certified
Public Accountants
PHILADELPHIA CHAPTER
A large number of the Philadelphia mem
bers of the Pennsylvania Institute of Certi
fied Public Accountants convened on the
evening of February 24th for the purpose
of forming a Philadelphia chapter, in ac
cordance with the requirement set forth
in the amended by-laws of the institute
as adopted in January, 1927, which provide
that chapters may be formed throughout
the state of Pennsylvania and that all such
chapters are to be subject to the institute
itself and must report thereto at regular
intervals.
The meeting was called to order by R. J.
Bennett who was elected chairman and who
will continue in that office until the chapter
is fully organized. John R. Lynn was
appointed secretary of the meeting.
A formal petition was drawn up and signed
by all the members present, petitioning the
council of the Pennsylvania Institute for
permission to form the Philadelphia chapter
of the Pennsylvania Institute of Certified
Public Accountants. With this petition
must be submitted the proposed chapter’s
by-laws, and both must be approved by the
council before the final organization can
become effective. A committee of three,
consisting of Gardner W. Kimball, William
J. Wilson and John J. Hood were appointed
to draft the proposed by-laws. A nominat
ing committee of three, consisting of George
Wilkinson, John R. Lynn and Walter L.
Morgan, was appointed to nominate the
executive committee of not more than seven
12
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members whose duty will be to administer
the affairs of the chapter. A chairman,
a secretary and a treasurer of this com
mittee are to be elected. The recommenda
tions of committees are to be submitted at
the next meeting of the proposed chapter
before they go to the council for final action.
After the business was completed, several
of the members addressed the meeting.
Joseph M. Pugh, chairman of the state
board of examiners, said that at the last
Pennsylvania examination a majority of
the candidates were college men. D. V.
Johnston explained the proposed classi
fication of accountants in the Bell Telephone
directory which is now to be under the head
ings, “Accountants, certified public” and
“Accountants, public.”
John R. Lynn referred to house bill No.
318 on arbitration which was then before the
legislature, and said that inasmuch as this
meeting was not a meeting of the Pennsyl
vania Institute, no action with reference
to endorsement of the bill could be taken.
During the meeting Mr. Bennett recited
the several occasions on which the by-laws
of the institute had been amended or
changed during the thirty years begining
with 1897 and ending with 1927. He re
ferred also to the history and progress of
the branches and chapters that have been
organized during these years and offered
particular praise to the influential Pittsburgh

chapter and the splendid cooperation given
by all Pittsburgh members.
PITTSBURGH CHAPTER
The Pittsburgh chapter of the Pennsyl
vania Institute of Certified Public Ac
countants held a meeting at the Hotel
Henry, March 31st. The greater part of
the evening was consumed by the business
session, but there was some discussion of
the relations between accountants and
bankers, which was led by Richard H.
Mohler. It was the general feeling that
the relations between local accountants
and the local chapter of the Robert Morris
Associates had become much more sympa
thetic since the Pittsburgh chapter insti
tuted its policy of active cooperation with
bankers, commencing in a joint meeting
with the Robert Morris Associates last
October. Pittsburgh bankers, it was felt,
are obtaining a more satisfactory under
standing of the reports on financial state
ments made by certified public accountants.
It is hoped that the Pittsburgh chapter
may have another joint meeting with the
bankers in the near future.
A proposal for the chapter to circularize
banking institutions, chambers of com
merce, etc., with pamphlets of an instructive
nature containing a list of the chapter
members was discussed and referred to the
committee on publicity.

REVIEWS
The profession is eager to secure trained men—
men who have learned to study, according to the
speaker. Many men coming from the schools are
not fitted for success in public accounting, and many
dislike the apprenticeship which is a necessary ex
perience for the junior accountant, but which
sometimes leads to a feeling that the opportunities
for advancement in the profession are not com
mensurate with the required effort. The speaker
said that university teachers should acquaint their
students before graduation with the requirements
and opportunities of the profession. He declared
that he had no intention of minimizing the value of
theory in the accountant’s education or training,
but he maintained that a long period of practical
experience is inevitable if success is to be obtained.
It is often difficult, he said, to make a novice realize
that the detailed work which is his first duty is not
mere drudgery, but has distinct significance. The
speaker outlined some of the valuable information
which a student may obtain by performing what are
commonly regarded as the purely mechanical duties
of a junior. Broad theories may not be applied
without actual contact with the details of which they

FRANK C. BELSER—“HOW THE UNI
VERSITIES CAN AID THE ACCOUNTING
PROFESSION”

Address delivered at the eleventh annual
convention of the American Association of
University Instructors in Accounting, St.
Louis, Missouri, December 28th.
The speaker said that the outstanding service
which schools of accountancy may perform for the
profession is to supply it with men properly qualified
by education and training to attain a high degree of
success in accountancy. In spite of the multiplica
tion of accountancy schools in recent years, he said,
a small percentage of the men entering the profession
have been graduated from recognized schools, and
he suggested that a lack of cooperation between
schools and the profession may be the cause of this
condition. He said that some progress in this re
spect has been made by the establishment of the
bureau for placements of the American Institute
of Accountants, but indicated that even this plan
would not wholly solve the question.
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are constituted.

It is obvious that no one may be a
senior accountant and instruct junior assistants
without having already experienced himself the
work that these young men must do. On the other
hand, the speaker said, a basic knowledge of theory
is the very thing which will enable the junior ac
countant to extract from his detailed work the
valuable matter which may be learned from it.
The importance of correlation of theory with prac
tice is inestimable, since in accountancy practice
a given situation must be dealt with in a manner
that will bring out every important point with a
minimum expenditure of time and effort. An ac
countant’s ability, therefore, to decide carefully
and accurately which procedure should be adopted
to obtain the desired result is a valuable attribute.
He must know what not to do, as well as what
might be done, and this knowledge is a product only
of years of experience. The ideal curriculum, ac
cording to the speaker, would seem to be a course
both in practical work and academic theory. Far
from emphasizing practice more than theory, said
the speaker, he thoroughly believed in more and
broader theoretical training, including not only
accounting, but economics, finance, foreign and
domestic exchange, law, actuarial science, etc.
Even more important, he said, is a sound funda
mental education, including English and rhetoric.
He illustrated briefly the value of these subjects
in the work of an accountant.
The speaker considered it a matter of common
knowledge that the educated man makes far more
rapid progress in accounting than others, simply
because in the course of his detailed work he is able
to see its object and to apply his theoretical knowl

edge. He implied that original thinking is of in
calculable value to the accountant.
The speaker emphatically announced another
lesson which should be inculcated in the student
who hopes to take up accountancy as a profession—
the necessity of a severe code of ethics, such as that
of the American Institute of Accountants. It
should be an essential point in the student’s training
to make it clear that the bearing of an accountant
as a member of a learned profession is more im
portant than the purely commercial benefits de
rived from its practice. The speaker said that if
students were thoroughly imbued with this principle,
it would also be found that the ethical course in the
long run would be most profitable.
In concluding, the speaker summarized his re
marks as follows:
It should be the aim of the universities to see to
it that only men properly fitted by preliminary
education are admitted to the ranks of those who
seek to make accountancy a profession; to encourage
only men with the proper personal, mental and
educational qualifications to enter the profession;
to give the prospective accountant a broad education
in the fundamentals of business, such as production,
finance, business law, economics and the like; to
inculcate an appreciation of the ethics which the
professional man should observe; and to make clear
to the graduate that his schooling has not made him
a finished accountant, but has only taught him how
to learn to the end that he may approach his period
of practical training in the attitude of one who is
merely completing his education. The profession
is eager to get properly qualified men, and to
properly qualified men it holds out ample rewards.

HERE AND THERE
Announcement has been made of the
affiliation of the following thirty-four firms
of practising public accountants to be
known as “The Affiliated American Firms
of Accountants” : T. Coleman Andrews
& Co., Richmond; George Armistead &
Co., Houston; Chandler, Murray & Chilton,
Akron; Cherry, Cheyne & Co., Milwaukee;
Will-A. Clader, Philadelphia; Crane & Bow
man, Denver; Crane, Bowman & Spurrier,
Wichita, Kansas; William P. Field & Co.,
Havana and Santiago De Cuba; John M.
Gilchrist & Co., Omaha; Edward Gore &
Co., Chicago; Joel Hunter & Co., Atlanta;
Hutchinson & Smith, Dallas; Clifford E.
Iszard, Wilmington; Jordan & Jordan,
Portland, Maine; Lincoln G. Kelly & Co.,
Salt Lake City and Pocatello, Idaho; Le
Master, Cannon & Daniels, Spokane; Mc
Laren, Goode & Co., San Francisco and
Los Angeles; Meldrum & Meldrum, Louis
ville; Morin, Cherrington & Associates,
Boston and Springfield, Massachusetts;

Mucklow & Ford & McCall, Jacksonville
and Miami; Nau, Taylor & Swearingen,
Cleveland; George S. Olive, Indianapolis;
Pace & Pace, New York; The W. H. Plunkett
Audit Co., Phoenix; Roden & Weiss, Cincin
nati; Charles H. Schnepfe, Jr. & Co., Bal
timore; Winfield Q. Sharp, Jackson; Smith,
Robertson & Co., Seattle and Aberdeen,
Washington; Temple, Brissman & Co., St.
Paul and Minneapolis; Todd-McCollough
Co., Charlotte, North Carolina; Ward, Fisher
& Co., Providence; Charles E. Wermuth,
New Orleans; Wm. Whitfield & Co., Portland,
Oregon; The Wilson Audit Co., Asheville,
North Carolina.
Eugene M. Berger & Co. announce the
removal of their offices to suite 727, Roose
velt building, Los Angeles.
Armand L. Bruneau, New York, an
nounces the removal of his office to the Trinity
Court building, 74 Trinity Place.
14
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Crowther & Co., 1311-1312 First National
Bank building, Pittsburgh, Pennsylvania,
announce the change of firm name to
Crowther & Wilson.

club of Lankershire, March 24th, and the
Lions club of Culver City, March 31st, on
“International affairs,” and the Hollywood
Shrine club on “Today’s supreme need.”

Nathan Feinberg announces the opening
of an office at the Central National Bank
building, 1440 Broadway, New York.

An article entitled “The importance of
an accurate knowledge of costs,” by Sidney
S. Bourgeois, New Orleans, appeared in
the Times-Picayune for March 24th.

James F. Hughes, Charles L. Hughes,
James F. Farrell and William H. Compton
announce the formation of a partnership
under the name of Hughes, Farrell & Comp
ton, with offices at 738 Broad street, Newark,
New Jersey.
Hyans, Hafer Co., New York, announce
the opening of a branch office at 17 Academy
street, Newark, New Jersey.
John M. Kelly announces his withdrawal
from the firm of Kelly, Undeutsch & Ma
guire and the formation of a partnership
with James J. Adams. The offices of the
new firm will be at 25 Church street, New
York, under the name of Kelly & Adams.
W. H. Mainwaring & Co. announce the
removal of their offices from the Clinton
building to the Orpheum Theatre building,
20 East Fourth street, Tulsa, Oklahoma.
Markel & Becker announce the removal
of their New York offices to 2 Lafayette
street.
Mucklow & Ford, Barnett National
Bank building, Jacksonville, Florida, an
nounce that they have taken into partner
ship George F. McCall and that the firm will
hereafter be known as Mucklow & Ford &
McCall.
Patterson & Ridgway announce the re
moval of their New York office to the
Trinity Court building, 74 Trinity Place.
The following paragraphs report publicservice activities of members and associates
of the Institute:
Among six addresses delivered by
Reynold E. Blight, Los Angeles, during
March, were speeches before the Kiwanis
15

Thomas W. Byrnes, New York, is the
author of “The auditing laboratory at
Columbia University” which appeared in
The Ronald Forum for February, 1927.
The second edition of Auditing Procedure
by W. B. Castenholz has just been pub
lished.
O. P. Cobb, Memphis, is a member of the
budget division of the chamber of com
merce there, and has also acted as director
of the cooperative club of that city.
Clem W. Collins addressed the cost coun
cil of the Denver chamber of commerce,
March 1st, on “Relation of taxation to
industrial costs.”
J. Pryse Goodwin spoke at a meeting of
the New York chapter of the National As
sociation of Cost Accountants on February
8th on “Arbitration, a function of the ac
countant.”
A. J. Eby, Harrisburg, addressed a meet
ing of Beta Chi Alpha held at the Civic
club of that city, March 5th, on “Mirrors
of value.” Mr. Eby has been re-elected
president of the commercial division of the
Pennsylvania State Education Association
and is a member of the committee for boys’
week of his city.
Henry B. Fernald, New York, as a mem
ber of the tax committee of the American
Mining Congress, reports that that com
mittee is giving consideration to questions
of pending tax revision. At a meeting of
the Kiwanis club of Perth Amboy, New
Jersey, March 8, 1927, Mr. Fernald led an
informal discussion of income taxation.
Membership on the educational committee
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of the Merchants Association of New York
is also included in Mr. Fernald’s calendar of
public activities.

William P. Field, Havana, acted as toast
master at a luncheon given by the American
chamber of commerce of Cuba and the
American club for Mayor Walker of New
York on February 2nd. On February 18th,
Mr. Field also acted as toastmaster at a
banquet given by the American chamber of
commerce of Cuba to John W. O’Leary,
president of the chamber of commerce of the
United States of America, and the board of
directors of that body. In addition to the
guests from the United States the banquet
was attended by many representatives of
governmental, commercial and social circles
in Havana.

On February 17th, Stanley G. H. Fitch
spoke to the vocational guidance depart
ment of the Boston Y. M. C. A. on “The
certified public accountant and his work.”

W. E. Lewis, Cleveland, addressed the
Ohio State Mortgage Association at a meet
ing held in Columbus, February 2, 1927,
on “Accounting in the mortgage business.”

A series of articles on “Federal income
tax” by Joseph J. Mitchell appeared daily
in the New York Evening Post during the
second week in March. The Public Ledger,
Philadelphia, published the same material.

The second instalment of a series of
articles on “The mathematics of selling
price” by Theodore I. Schneider, New
York, appeared in Women’s Apparel Mer
chant Magazine for February, 1927.

S. Earl Shook, Bridgeport, spoke to the
Reciprocity club, February 1st, on municipal
accounting. Mr. Shook is a member of
the committee on municipal accounting of
the Connecticut chamber of commerce.

Elmer L. Hatter, Baltimore, spoke to the
students in the high school at Ellicott City,
Maryland, March 11th, on “Opportunities
for college graduates in commercial life.”

On February 14th, Andrew Stewart,
New York, addressed a meeting of the
New York Credit Men’s Association on
“The value and interpretation of financial
statements.”

During January, February and March,
David Himmelblau made several short ad
dresses over WGN, the broadcasting station
of the Chicago Tribune, on “Income taxes.”
Mr. Himmelblau spoke at a recent meeting
of the Chicago chapter of the National
Association of Cost Accountants on “Fac
tory burden in standard costs.”

Lewis Wintermute, Cleveland, officially
representing the Cleveland chamber of
commerce, of whose committee on com
mercial arbitration he is chairman, appeared
before the judiciary committee of the house
of representatives of the Ohio legislature in
behalf of a commercial arbitration bill.

Samuel Kaplan, New York, has taken an
active part in the work of the committee on
legislation of the New York State Society
of Certified Public Accountants.

George R. Young, Waterbury, Connecti
cut, is serving on a committee of the cham
ber of commerce of that city to report on
municipal accounting and finance.
16

BULLETIN
OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS
135 CEDAR STREET, NEW YORK, N. Y.
$1.00 P E R A NNUM
15 C EN TS A COPY

MAY 16, 1927

SERIES B, No. 37

preference of a route from Chicago west
Annual Meeting at Del Monte
ward. The choice will lie between the
Members of the Institute are again Canadian Rockies and Yellowstone Park.
reminded that the annual meeting of 1927
This will be the first meeting of the
will be held at Del Monte, California, national organization held on the Pacific
September 19th, 20th, 21st and 22nd. coast since 1915 when there was a meeting
As usual there will be an informal meeting in Seattle followed by a supplementary
of members of boards of accountancy on meeting at the World’s Fair in San Fran
the first day of the annual meeting. This cisco. Many members who have been
year the meeting will celebrate the fortieth t hinking of visiting the Pacific coast have
anniversary of the organization of account postponed their visit from year to year
ancy in America. The American Associa so as to take advantage of an opportunity
tion of Public Accountants was established to combine an Institute meeting with a
in 1887 and continued as the national view of one of the most beautiful sections
organization until 1916 when it was trans of the country. Del Monte lies close to
formed into the American Institute of the shore of the Pacific and its fame is
Accountants. It is hoped and expected world-wide. There are many golf courses
that there will be a representation of and the motor roads are above reproach.
accountants from Chicago and the east
The committee on meetings announces
large enough to justify the charter of a that two of the speakers will be Robert H.
special train starting from Chicago. A Montgomery and Henry Rand Hatfield.
preliminary letter of inquiry has been sent Other equally prominent men will be heard
to all members and associates of the Insti at the meeting or at the banquet which
tute asking them to indicate their intentions follows.
so that there may be a basis upon which to
make arrangements for special train ac
Hotel Accountants Association
commodations. Several routes are being
The
New York members of the Hotel
considered and it is probable that the party
will go out by way of the northwestern Accountants Association were entertained
states and return by way of the Grand at dinner on Thursday, April 17th, at the
Canyon of Arizona. Accountants at San Hotel Commodore, as guests of George W.
Francisco and Los Angeles are making Sweeney. The toastmaster was Richard
plans to entertain the members of the H. Browne, president of the Hotel Ac
Institute on dates preceding and following countants Association. Mr. Browne stated
the annual meeting. The Dominion Asso that executives are beginning to realize
ciation of Chartered Accountants which more and more the importance of figures
will meet in Winnipeg, Manitoba, in telling the story of their business. Ad
September has invited the Institute mem dresses were delivered by Mr. Sweeney,
bers to stop at Winnipeg on their way E. M. Statler, W. Johnson Quinn, Charles
west and to attend the Dominion meeting, G. Stamm and C. B. Stoner. A cordial
the dates of which are yet to be fixed. vote of thanks was extended to Mr. Sweeney
Members have been asked to express a for his hospitality.
Published Monthly by the Journal of Accountancy, Incorporated
Copyright 1927 by the Journal of Accountancy, Incorporated
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will take place throughout the country
will prove of real practical value to execu
tives of every kind.
The chairman of the 1927 national
committee for management week is Cecil
S. Ashdown, of the American Institute of
Accountants. The secretary is Ray M.
Hudson, of the division of simplified prac
tice.

Louise S. Miltimore
Louise S. Miltimore, librarian of the
American Institute of Accountants, died
a t New York, April 22, 1927. Miss Milti
more had been librarian of the Institute
since the inception of the endowment
fund under which the library is operated.
Her labors for accountancy are known
to members of the Institute and to all
others who take an interest in the progress
of accountancy. She was the compiler
and author of The Accountants' Index
and The Accountants' Index Supplement.
She was editor of the special library bulle
tins issued by the Institute and the con
ductor of the current literature depart
ment in The Journal of Accountancy.
Miss Miltimore was a graduate of Cornell
and had spent several years in the public
libraries of New York prior to her accep
tance of appointment as librarian of the
Institute.

Opportunities in Accountancy
In response to requests, editorials which
appeared in The Journal of Accountancy
for April, 1927, have been reprinted in
pamphlet form and a limited number of
copies may be obtained from the offices
of the Institute. These editorials deal
with the subject of opportunities in ac
countancy.

Northern Ohio Chapter Meeting
A joint meeting of the Northern Ohio
Chapter of the American Institute of
Accountants and the Cleveland chapter
of the Robert Morris Associates was held
at the Cleveland hotel, Cleveland, at 6:30
p . m ., April 25th.
There were approximately
seventy persons present.
Immediately after dinner, A. P. Richard
son, secretary of the American Institute
of Accountants, addressed the meeting on
the cooperation between the Institute and
the Robert Morris Associates. A. L. Moler,
president of the Cleveland chapter of
the Robert Morris Associates, was then
introduced, and in turn presented Clay
Herrick, vice-president of the Guardian
Trust Company, who opened a discussion
on auditors’ reports. Mr. Herrick was
followed by Harold Worthington, represent
ing the Northern Ohio chapter. General
discussion of the subject followed, in which
William Tonks, vice-president of the Union
Trust Company, suggested that it might
be desirable to appoint a committee of each
chapter to consider and discuss matters
of mutual interest. As a result of Mr.
Tonk’s suggestion the meeting resolved
to hold two meetings jointly each year with
the object of having a free and open dis
cussion of matters of common interest.

New Sponsor Organizations for 1927
Management Week
Two new sponsor organizations will be
added to the group under whose auspices
the 1927 management-week activities will
take place, according to the monthly
bulletin of the division of simplified practice
of the department of commerce. They
are the National Association of Purchasing
Agents and the National Foremen’s Asso
ciation. The other organizations in the
group which sponsored management week
in 1926 are the American Institute of
Accountants, the American Society of Me
chanical Engineers, the Society of In
dustrial Engineers, the American Manage
ment Association and the Taylor Society.
I t is possible that other bodies of recognized
importance in the business world will join
the group.
The week of October 24th to 29th has
been designated as management week for
1927. The theme selected is “Manage
ment’s part in maintaining prosperity,”
and it is hoped that the discussions which
2
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South Carolina, South Dakota, Texas,
Utah, Washington, West Virginia and
Wyoming. It is expected that approxi
mately 800 applicants for Institute member
ship or C. P. A. registration will sit for the
examinations.

Midwest Regional Meeting
A regional meeting of the midwest
region of the American Institute of Ac
countants is to be held at Kansas City,
Missouri, June 10th and 11th. Through an
error the preliminary notice of meeting
sent to accountants in that region by the
committee in charge stated that the meeting
would be held on Thursday and Friday,
June 10th and 11th, instead of Friday and
Saturday, June 10th and 11th. A list of
committees which have been appointed
appeared in the Bulletin of April 15th.
Arrangements are proceeding rapidly and
it is expected that there will be a large
attendance. Several accountants from out
side the region have expressed their in
tention to attend. Information relative
to the programme and further details will
be available shortly. Inquiries may be
addressed to the office of the Institute or
to Eugene M. Lynn, chairman of the
executive committee in charge of arrange
ments.

Annual Meeting United States
Chamber of Commerce
The fifteenth annual meeting of the
Chamber of Commerce of the United
States of America was held at Washington,
May 3rd, 4th and 5th. More than 2,000
members were in attendance. The Ameri
can Institute of Accountants was repre
sented by Edward E. Gore, substitute
national councillor for the Institute, and by
the secretary. Among the papers read at the
meeting was one entitled The Dawes Plan
in Operation by J. E. Sterrett. Important
resolutions relative to the reform of federal
taxation were the chief acts of interest to
accountants.

New England Regional Meeting
The committee in charge of arrangements
for the regional meeting of New England
states has resolved to postpone the meeting
which would have been held in June this
year and to hold it in October instead.
Further announcement of the programme
and other details will be made in the near
future.

Standard Oil Company Adopts
Standardized Balance-sheet
The Standard Oil Company of Cali
fornia, in its annual statement to stock
holders for 1926, presents the balancesheet in the form adopted by the American
Board of Examiners
Petroleum Institute at its annual meeting
The spring examinations of the American in December, 1926. A committee com
Institute of Accountants will be held May posed of accounting experts of various
19th and 20th. Applicants for admission oil companies had been attempting for
to the Institute will be examined in Balti several years to standardize accounting
more, Boston, Buffalo, Chicago, Milwaukee, practices in the industry, and its efforts
New York, Norfolk and Pittsburgh. The resulted in the endorsement of a form of
following states will cooperate with the balance-sheet by the American Petroleum
Institute in the conduct of the May ex Institute.
In presenting its statement, the Standard
aminations: Alabama, Arizona, Arkansas,
California, Colorado, Delaware, Florida, Oil Company of California says that in
Idaho, Illinois, Indiana, Kansas, Louisiana, recognition of the value to the public
Massachusetts, Maine, Minnesota, Missis as well as to the industry of a standardized
form of balance-sheet, it has followed the
sippi, Missouri, Nebraska, New Hamp
shire, New Mexico, North Dakota, Oregon, recommendations of the institute.
3
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COMMITTEE ACTIVITIES
it would be possible to write a law which
would be simple and effective. He be
lieves that the whole law should be written
anew and that there should not be any
attempt to make amendments to existing
laws which would probably only tend to
make confusion worse confounded.

Executive
The executive committee has been giving
consideration to publishing in the next
year-book information relative to the firm
affiliation or employment of every member
and associate. In order to obtain the
information desired, a questionnaire has
been sent to the entire membership and
if a sufficient response is received the
year-book for 1927 will probably contain
a li s t of names of members and associates
followed by information relative to the
firm affiliation or employment of each one.

Special Committee
At the annual meeting of the American
Institute of Accountants held in September,
1926, a report of the committee on educa
tion was received and referred to the execu
tive committee with instructions to bring
the contents of the report to the attention
of the entire membership and to solicit
expressions of opinion as to the recom
mendations contained in the report. A
questionnaire was sent to the membership
and repeated efforts were made to obtain
a comprehensive response. The executive
committee is now considering the responses
which have been received and has au
thorized the appointment of a special
committee to review and summarize the
views of members. This special committee
consists of one representative of the original
committee which prepared the pamphlet
entitled Approved Methods for the Prepara
tion of Balance-sheet Statements, which was
subsequently issued by the federal reserve
b oard, two members of the. Institute’s
special committee on cooperation with
bankers, two members of the committee
on education and one member at large.
The personnel of the committee is as follows:
Arthur W. Teele, chairman, William B.
Campbell, W. Sanders Davies, F. H. Hurd
man, James O. McKinsey and John R.
Wildman.

Federal Legislation
The committee on federal legislation of
which Edward E. Gore, Chicago, is chair
man has received nearly 125 responses
to its questionnaire relative to tax reform.
Members of the Institute were asked to
make recommendations for amendments
of the law which would tend to simplify
procedure and to bring the laws into con
formity with commercial and industrial
conditions. The joint committee of con
gress which has been appointed to prepare
recommendations for tax law amendment
will hold sessions in the near future. The
chairman of the joint committee, congress
man William R. Green, has appointed a
special advisory committee under the chair
manship of C. D. Hamel, former chairman
of the United States board of tax appeals.
The advisory committee consists of T. S.
Adams, Arthur A. Ballantine, George O.
May and Dr. Thomas W. Page. Repre
sentative Allen T. Treadway, who is a
member of the joint committee of congress,
spoke before the United States chamber
of commerce and expressed the hope that

A. S. Fedde & Co. announce a change in Mahoney, Bowen and Hanley announce
the firm name to Fedde & Co. The per the removal of their offices to 15 Park Place,
sonnel of the firm remains the same.
New York.
Klein & Co. announce the removal of
their offices to suite 414, Industrial Office
building, 1060 Broad street, Newark, New
Jersey.

Niles & Niles, 60 Broadway, New York,
announce the retirement of Norman E.
Webster and the admission of Ernest N.
Wood into the firm.
4
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STATE BOARDS OF ACCOUNTANCY
I ,................................................................ secretary
of the board of accountancy for the state o f..............
...................................... , certify that the abovementioned................................ is the holder of certifi
cate No........................................for certified public
accountant in this state, and that he is now in good
standing.

Maine
The state board of accountancy of Maine
has adopted a novel form of questionnaire
to be answered by applicants for reciprocal
C. P. A. certificates in the state. The
board has found that the use of this form
greatly simplifies the investigation of the
records of such applicants, and at the same
time provides for its files a uniform directory
of each man to whom a reciprocal certificate
is granted. The questionnaire follows:

State of
)
County of
ss.
.......................................... of...........................................
being duly sworn says that he is the person referred to
in the above application for examination for certifi
cate as a certified public accountant, and that all the
statements herein contained, respecting age, resi
dence, education, experience, are each and all true
in every respect.

STATE OF MAINE
APPLICATION FOR C. P. A. CERTIFICATE
BY RECIPROCITY
From the state of...........................................................
Date..................................................
Applicant’s full name....................................................
Present address..............................................................
Bom (City)............................ (State)...........................
(Date)......................................Certificate upon which
reciprocity is asked, was granted by
State of.................................. (Date).........................
(how)................................................. .............................

Sworn to before me this................................................
day of.............................................................. 192.........
...................................................... Notary public
(Seal)

Mississippi
W. Q. Sharp has been reappointed a
member of the Mississippi state board of
accountancy to serve until May, 1931.

(After word "how” state whether by examination or
reciprocity. If former, whether American Institute
examination was used, and whether examination
was written or oral; if latter, give name of state.)
At the time certificate was granted you by state
from which you now apply for reciprocal certificate,
were you eligible to take examination in Maine?

Rhode Island
Ernest L. Goodman has been appointed
a member of the board of accountancy
of Rhode Island to fill the vacancy created
by the expiration of the term of Lewis G.
Fisher. Earl S. Clark was recently elected
chairman of the board.

Have you ever had any certificate revoked or sus
pended?...........................................................................
How many years have you practised?........................
Under own name or for another?................................
(Give name of firm)
In what city and state do you claim citizenship?

Do you expect to practise for some firm or indi
vidual? ........................................................................
Address:..........................................................................

Utah
The term of office of J. T. Hammond,
Salt Lake City, as director of the depart
ment of registration of Utah expired April 1,
1927. M. H. Welling was appointed to
succeed Mr. Hammond.

Louis Sturz & Co. announce the removal
of their offices to the Paramount building,
Broadway and 44th street, New York.

Isidor S. Weitzner & Co. announce the
removal of their offices to the Pennsylvania
building, 225 West 34th street, New York.

Residence?......................................................................
Do you expect to become a resident of Maine?..........
Do you expect to practise in Maine in own name?
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NEWS OF LOCAL SOCIETIES
Connecticut Society of Certified
Public Accountants
The Connecticut Society of Certified
Public Accountants held its annual meeting
April 13, 1927, at New Haven.
One of the questions considered was the
revision of the by-laws. A discussion took
place regarding the question of contingent
fees, which finally resulted in the adoption
of a clause in the society’s code of ethics,
as follows:
"No member shall render or offer to render pro
fessional services, the fee for which is to be contin
gent upon his findings or the result thereof, except
in the case of such contracts on a contingent basis as
shall be submitted for approval by the United
States treasury department or the United States
board of tax appeals.”

Following the adoption of the new by
laws, the society voted to extend life mem
bership to Frederick W. Child and to confer
upon him the title of treasurer emeritus in
recognition of his service over a long period
of years.
An invitation from the New York State
Society of Certified Public Accountants to
attend its thirtieth anniversary dinner was
read and several members indicated their
intention to attend. The secretary was
instructed to acknowledge the invitation
and to express the society’s appreciation
of the fraternal spirit indicated by the
invitation.
The election of officers resulted as follows:
President, William Z. White;
vicepresident, Henry Knust; treasurer, Louis
Sagal; secretary, Warren M. Brown, and
auditor, William L. Keating, Bridgeport,
Conn.
Members of the board of governors were
elected as follows:
For one year: George E. Curtis and
Percy Rothwell; for two years: Charles F.
Coates and Irville A. May; and for three
years: S. Earl Shook and Leon E. Vannais.
The final feature of the meeting was an
address by Leon E. Vannais on “Some
aspects of the function of the accountant,”
concluding with suggestions of ways in
which accountants may combat and dispel
many misconceptions regarding certified
public accountants and their functions.
6

District of Columbia Society of
Certified Public Accountants
The District of Columbia Society of
Certified Public Accountants met at the
city club, Washington, D. C., April 11th.
Joshua Evans spoke on the necessity of
careful investigation of securities by pro
spective investors. The lack of a “blue-sky’’
law in the District of Columbia, he said,
makes it incumbent upon investors to
obtain accurate information regarding enter
prises to which they intend to entrust their
money, if they are to avoid possibility of
loss. Honest accounting is an important
safeguard against fake stock promoters,
Mr. Evans said, and he urged accountants
to cooperate with the Better Business
Bureau, of whose board of trustees he is
chairman, by calling its attention to im
proper financial schemes.
Massachusetts Society of Certified
Public Accountants
The meeting of the Massachusetts Society
of Certified Public Accountants which had
been postponed from April 25th was held
May 2nd at the Boston Chamber of Com
merce. After dinner the meeting was called
to order and upon the conclusion of routine
business it was announced that three new
members had been elected. Homer N.
Sweet was then introduced and spoke on
the subject, “Certification of balance-sheets.”
The speaker dealt at length with the
controversy which had arisen between
auditors and directors of the British Marconi
company. General discussion followed Mr.
Sweet’s remarks.
New York State Society of Certified
Public Accountants
The thirtieth anniversary dinner of the
New York State Society of Certified Public
Accountants was held at the WaldorfAstoria hotel, New York, April 25, 1927.
Approximately 740 persons were present.
Joseph J. Klein, president of the society,
acted as toastmaster. The guests of honor
were J. E. Sterrett and George V. McLaugh
lin. The principal speakers were Robert H.
Montgomery and John T. Madden.
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The annual meeting of the New York
State Society of Certified Public Account
ants was held at the Waldorf-Astoria,
New York, Monday, May 9, 1927, at 8
p .m .
The business included annual reports
of officers and committees, the election
and the installation of officers. An address
was delivered by Eric A. Camman on the
subject, Newer Aspects of Cost Accounting.
The following officers and directors were
elected: Joseph J. Klein, president; Nor
man E. Webster, first vice-president; Wil
liam H. Bell, second vice-president; Mar
tin Kortjohn, secretary; Harold A. Wythes,
treasurer. Directors: Leon Brummer, John
Fraser, William J. Gunnell, Hamilton
Howard, Alfred J. Stern and Ernest Willvonseder.

subject of professional ethics. H. Ivan
Sloan, Frank C. Miller and William A.
Wood also addressed the meeting. Mu
sical entertainment was provided.

Rhode Island Society of Certified
Public Accountants
The annual meeting of the Rhode Island
Society of Certified Public Accountants
was held at the Narragansett hotel, Provi
dence, April 18th. The following officers
were elected for the fiscal year 1927-1928:
President, George E. Comery; vice-presi
dent, William H. Segur; and secretary,
John J. Wall. The board of directors
for the current year will be composed of
Ernest L. Goodman and George B. Clegg,
in addition to the officers of the society.
Charles Grossman, a charter member
of the society, was elected a life member.
I t was reported by the chairman of the
special committee on banking that a joint
meeting of his committee and a committee
of the state bankers’ association would
be held in the near future for the purpose
of fostering cooperation between the two
professions.
The president of the society was au
thorized to appoint a committee of five
members to cooperate with a committee
of the American Institute of Accountants
in making arrangements for the Institute
regional meeting which is scheduled to be
held at Providence.

North Carolina Association of Certified
Public Accountants
At a recent meeting of the directors of
the North Carolina Association of Certified
Public Accountants, held in Charlotte, it
was decided to hold the eighth semi-annual
meeting of the association at the Oceanic
hotel, Wrightsville Beach, June 17th and
18th next. J. B. McCabe of Wilmington
was appointed general chairman of arrange
ments. Plans are now being made for an
interesting meeting.

Pennsylvania Institute of Certified
Public Accountants
Virginia Society of Public Accountants
PITTSBURGH CHAPTER
The spring meeting of the Virginia
At the annual meeting of the Pittsburgh Society of Public Accountants is to be held
Chapter of the Pennsylvania Institute at Virginia beach, May 20th and 21st.
of Certified Public Accountants held At that time the society will receive and
Wednesday evening, April 27th, at the act upon the reports of the following com
Hotel Henry, Pittsburgh, the following mittees: membership, legislation, arbitra
officers were elected: Frank A. Willison, tion, and constitution and by-laws. The
chairman; Adrian F. Sanderbeck, secretary; last-named committee has revised the ex
W. W. Colledge, treasurer. Ernest Crow- isting constitution and by-laws and will
ther, Richard H. Mohler, C. C. Sheppard, submit a new draft for the consideration
O . G. Richter and J. M. Cumming were
of the membership. The adoption of a
elected members of the executive com code of ethics or rules of professional
mittee. M. D. Bachrach spoke on the conduct will also be proposed at the meeting.
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STATE LEGISLATION
"To strengthen the powers of the board in con
At the time of going to press the legis
with the improper use of the designation
latures of the following states have ad nection
certified public accountant.
journed sine die:
Arkansas, Arizona,
"To allow all uncertified accountants now in prac
California, Colorado, Delaware, Idaho, Iowa, tice, to be known as public accountants.
"To issue to each such public accountant a cer
Indiana, Kansas, Maine, Maryland, Massa
of authority to practice accountancy.
chusetts, Minnesota, Missouri, Montana, tificate
“To describe the manner in which any certificate
Nebraska, Nevada, New Jersey, New Hamp may be revoked.
shire, New Mexico, New York, North
‘To provide for annual registration with the board
Carolina, North Dakota, Oklahoma, Oregon, of all those practicing as public accountants or cer
public accountants in the state.
Pennsylvania, Rhode Island, South Caro tified
“To authorize the board to adopt proper rules;
lina, South Dakota, Texas, Utah, Vermont, to publish lists of all those to whom it has issued
Virginia, Washington, West Virginia, and certificates and to provide that no one may practice
accountancy in Florida unless he hold such a certifi
Wyoming.

cate.
“To compel annual registration of all accountants
with the board.
“To empower the board to formulate and enforce
rules of ethics.
“To give an accountant a lien for services per
formed.
“To make a wilful misstatement by an account
ant a misdemeanor.
“To give accountants the ownership of their work
ing papers.
“To provide that no accountant may temporarily
practice in Florida until he has obtained authority
from the board.
“To give accountants the right to claim that in
formation given to them by a client may be re
garded as a privileged statement.
“To exempt certified public accountants from jury
duty.
REGULATION IS AIM
"In general the object of these amendments is to
give the state board of accountancy the power to
regulate the profession and thereby to protect the
public by prohibiting from practice all those who do
not possess the prescribed moral and professional
requirements.
“The class of public accountants is created to
enable those who now practice but do not hold a
certified public accountant certificate, to continue to
practice.
“It is not desired to exclude from practice any
accountant who is qualified and the new provisions
are similar to those already enacted and applying to
engineers, architects and other professions.
“Copies of the proposed act have been distributed
widely throughout the state; anyone desiring further
information or wishing for a copy of the proposed
act is requested to confer with the president of the
society, 815 Barnett National Bank Building, Jack
sonville, Fla.”

Florida
A bill introduced in the legislature of
Florida to amend the C. P. A. law of that
state is supported by the Florida Society
of Public Accountants. Walter Mucklow,
president of the society, has issued the follow
ing statement:
“The present law, providing for a state board of
accountancy, was passed in 1905, and has remained
unchanged since that time, although for some years
past it has been felt that the increase of business in
the state called for some modification in order to
provide proper protection for all those interested,
especially the public, the bankers and the account
ants themselves.
INSURANCE PROVIDED
"It has been well said that the center of gravity
of accountancy has changed its position and it is
now becoming a general practice to regard the
accountant not only as an auditor, but as a business
advisor. To fill such a position with success, three
qualifications are essential, namely, personal ability,
knowledge and experience. No device of man can
supply the first, but each of the others can, to some
extent, be insured. The object of present amend
ments is to provide this insurance.
“The Society of Certified Public Accountants in
Florida has given the matter consideration and has
caused to be prepared the draft of an act which will
be submitted to the legislature now in session.
“The present law provides for a board, consisting
of three certified public accountants to be appointed
by the governor, which shall hold examinations and
grant certificates to those satisfying its require
ments and passing its examinations.
"The board is given power to revoke such certifi
cates, to make such certificates when necessary, and
the law provides that no one may use in Florida the
designation of certified public accountant or the
letters C. P. A. unless he holds a certificate issued
by the board.

Illinois
A bill which was before the legislature of
Illinois designed to amend the C. P. A.
law of that state was opposed vigorously
by the members of the Illinois Society
of Certified Public Accountants and by
others interested in accountancy. Advice
has been received that this bill was killed
on the floor of the house of representatives.

AMENDMENTS SUMMARIZED
"The proposed amendments may be summarized
as follows:
“To regulate the organizing of the board and to
give it the right to engage requisite assistance.
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COURT DECISIONS
liability was created.” As the indebted
ness existed prior to the default of the
corporation on March 1, 1921, the renewal
of the notes having no effect, and the di
rectors failing for twenty days thereafter
to file the required affidavits, the liability
was “created by law” on the expiration of
the twenty-day period, the statute began to
run as of March 21, 1921, and the full threeyear period expired before plaintiff, on
September 24, 1924, commenced his action.
Williams v. Hilger, supreme court of
Montana, November 17, 1926.

Corporations
Directors—statutory liability of direc
tors for failure to file annual report. Whether
liability extinguished by statute of limita
tions :
A receiver of a bank, on September 24,
1924, commenced action to recover an
amount loaned by the bank, prior to
December 31, 1920, to a corporation of
which the defendants were directors. The
corporation’s notes were renewed in 1923
and had not been paid. From 1916 to
1923 the corporation had failed to file the
annual statements of its condition required
by section 6003 of the Montana revised
code of 1921 and this action was to enforce
the liability of the directors which said
statute imposed whenever such report was
not filed within twenty days after March
1st, the directors not having filed affidavits
showing that the default was not their
fault. Section 9061 of the code provided
that actions against directors or stock
holders of a corporation to recover a penalty
or forfeiture imposed, or to enforce a
liability created by law, “must be brought
within three years after the discovery by
the aggrieved party of the facts upon which
the penalty or forfeiture attached or the
liability was created.” Plaintiff contended
that the statute of limitations did not
commence to run under the statute until
“discovery by the aggrieved party of the
facts upon which the liability was created”
and that as this discovery was not actually
made until after his appointment as re
ceiver, in 1924, the cause of action was not
barred.
The court held that plaintiff’s remedy was
barred and his right of action extinguished
under the provisions of section 9061. The
statute designated two classes of actions in
the alternative and two tests as to when the
period of limitation shall begin to run, to
wit: “Actions against directors or stock
holders of a corporation, to recover a
penalty or forfeiture imposed,” which “must
be brought within three years after dis
covery by the aggrieved party of the facts
upon which the penalty or forfeiture at
tached,” and “actions. . .to enforce a lia
bility created by law,” which “must be
brought within three years after.. . the

Stock Subscription. Whether rescission
on subscription will be granted when stock
legally issued.
Plaintiff sought rescission of a subscrip
tion contract for shares of defendant’s
stock. Defendant, a Connecticut corpora
tion, on September 17, 1923, adopted
resolutions providing for the increase of its
preferred stock, the retirement of its common
stock and the issuing of common stock of no
par value. Defendant did not file with the
secretary of state a certificate showing such
attempted amendment of its certificate of
incorporation, nor secured approval by the
secretary of state of such amendment, nor
paid to the state the required fee for in
crease of capital stock. In October, 1923,
defendant by its agent in New York, in
duced plaintiff to purchase some of its stock.
Defendant maintained that the stock sub
scription was not invalidated by these
omissions, but that as between the parties
it was a mere irregularity, having no effect
upon their respective rights and liabilities.
Held, that plaintiff was entitled to re
cover. The general rule is that if the
rights of creditors are not involved, the
omission of the essential steps prescribed
by the statute authorizing an increase of
capital stock will entitle subscribers for the
increase stock to avoid their subscriptions
and recover what they have paid, unless
they are estopped. The procedure omitted
was essential to the validity of the issue of
the stock for section 25 of the act of 1901
(now section 3519 of the general statutes
of 1918) concerning changes in certificates
9

Bulletin of American Institute of Accountants

of incorporation provided that “no such
amendment shall be valid,” unless a cer
tificate setting forth such amendment shall
be made and filed in the office of the secre
tary of state in the same manner as pre
scribed in the state. Browers v. Natchaug
Silk Co. (72 Conn. 658) distinguished.
Taylor v. The Lounsbury-Soule Co., Con
necticut supreme court of errors, third
judicial district, April 20, 1927.

has been converted by the selling corporation
prior to such sale of assets may prosecute
his remedy against both corporations.
Security National Bank of Tulsa v. Cain
et al., supreme court of Oklahoma, April 5,
1927.

Internal Revenue
Income tax. Corporations. Dividends.
Taxation of income consisting of corporate
dividends. For what period taxable:
A resident of New York appealed from
the determination of the commissioner of
internal revenue of a deficiency in income
tax for the year 1917 in the amount of over
$10,000. During the year 1917 the peti
tioner was paid the amount of $27,000, as a
dividend on her 3,000 shares of the capital
stock of the Delaware & Hudson Company,
pursuant to a resolution adopted by the
board of managers of the company on
December 27, 1916. In her income-tax
return for the year 1917 she reported the
dividend so received as having been paid
from profits or surplus accumulated prior
to the year 1917. The commissioner, how
ever, had assessed the deficiency on the
ground that over $21,000 of said dividend
was paid out of earnings or profits for the
year 1917 and was therefore taxable at the
rates prescribed by law for that year.
It was held that judgment must be entered
for the petitioner, for no part of the divi
dends involved herein was taxable at the
rates prescribed for the year 1917. A
distribution of a corporate dividend out of
surplus occurs when the dividend is declared
and not when it is paid. The dividend
herein was declared December 27, 1916, and
it therefore constituted a distribution of
surplus or profits at that time, regardless of
the fact that payment was not made until
a later date. No part of the distribution
could therefore have been made from earn
ings for the year 1917.
Appeal of Fitzgerald, United States board
of tax appeals, November 19, 1926.

Sale of Assets. Right of creditor of
selling corporation to sue purchasing cor
poration for conversion of property by
former.
Plaintiff bank sued defendant on two
promissory notes executed by him. De
fendant admitted the execution of the notes
but alleged that prior thereto he had agreed
with another bank to deposit with it $17,000
in liberty bonds for safe keeping and that
defendant could draw cheques against such
bank and if he did not have funds to cover
such cheques the amount would be advanced
to him by the bank for which amount he
should execute his note, such advancement
to be in any sum up to the amount of the
bonds deposited. The lower court found as
facts that the bonds were delivered to said
bank and were then converted by it; that
thereafter plaintiff bank took over all the
assets of such bank, including the note
sued on herein, and plaintiff bank assumed
certain liabilities of such bank that there
was a difference of some $350,000 between
the indebtedness assumed and the value of
the assets transferred, which difference was
for the purpose of indemnifying plaintiff
bank against any loss it might sustain in the
transfer of such assets; that the corporations
were not merged but each retaining its
corporate identity.
Held, that plaintiff bank could not re
cover on the notes and that defendant had
a right of action against both banks. The
rule is that where a corporation takes over
all the property and assets of another cor
poration, and assumes enumerated liabilities
of such other corporation, and such other
Interstate Commerce
corporation discontinues business and it is
Clayton act. Whether federal trade com
shown that the purchasing corporation has
taken over from the selling corporation mission, in ordering divestment of stock
property greatly in excess of the amount of unlawfully held, may enjoin acquisition
liabilities assumed, a creditor whose property of property of competing corporation.
10
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Whether commission may order re-transfer competing corporations and the transfer
of stock and assets obtained before pro thereafter of all the business and assets of
three of them was unlawful and ordered the
ceedings instituted:
In three cases the power of the federal petitioner to dispossess itself of such stocks
trade commission was considered, where it and such properties.
The court here held that the commission
finds that one corporation has acquired
exceeded
its authority. When it institutes
shares of a competitor contrary to the
inhibition of the Clayton act. Section 7 of a proceeding upon the holding of stock
the act prohibited any corporation engaged contrary to section 7 of the Clayton act, its
in commerce to acquire any stock of another power is limited by section 11 to an order
corporation so engaged where the effect requiring the guilty person to cease and
might be to lessen competition between the desist from such violation, effectually to
two, or to restrain or tend to create a divest itself of the stock, and to make no
monopoly of any line of commerce. Sec further use of it. The act has no appli
tion 11 empowered the commission, when cation to ownership of a competitor’s prop
ever it “shall have reason to believe that erty and business obtained prior to any
any person is violating or has violated any action by the commission, even though this
of the provisions of section 7 of this was brought about through stock unlawfully
act” to make an order, after due hearing, held.
In case No. 231 the commission had
“requiring such person (includes corpora
tion) to cease and desist from such viola ordered the petitioner to divest itself of the
tions, and to divert itself of the stock held capital stock and the business and physical
contrary to the provisions of section 7 property of two competing companies ob
tained through the use of said stock.
of this act.”
I t was held, as in case No. 213, that under
In case No. 96 a California meat corpora
7 and 11 of the Clayton act the
tion had purchased all the stock of the sections
commission
was without authority to re
Nevada Packing Company, an interstate
competitor, also engaged in manufacturing, quire a corporation which had secured
selling, and distributing meat products. actual title and possession of physical
The commission, finding such purchase and property, before proceedings were begun
ownership contrary to law, had ordered the against it, to dispose of the same, although
acquiring corporation to “so divest itself secured through an unlawful purchase of
absolutely of all capital stock of the Nevada stock. Four justices dissented from the
Packing Company as to include in such majority opinions in cases Nos. 213 and 231
divestment the Nevada Packing Company’s on the ground that under section 11, pro
plant.” This order was entered when the viding for actions by the commission
California corporation actually held and whenever it “shall have reason to believe
owned the stock contrary to law, but the that any person is violating or has violated
plant and other property of the Nevada any of the provisions” of the earlier sec
Packing Company had not yet been ac tions, a company, which has succeeded in
securing the assets of another corporation
quired.
before the commission instituted a pro
It was held, that the commission’s order, ceeding, should be required to re-transfer
properly construed, was within its author the assets so as to render affirmative the
ity. Taken literally, the order went be order of divestiture of the stock.
yond the situation revealed by the record,
Federal Trade Commission v. Western Meat
and was an injunction against the acquisi Co., case No. 96; Thatcher Mfg. Co. v.
tion of the plant. The purpose of the Federal Trade Commission, case No. 213;
statute might be wholly defeated if the stock Swift & Co. v. Federal Trade Commission,
could be further used, through the control case No. 231, supreme court of the United
resulting therefrom, for securing the com States, November 22, 1926.
petitor’s property.
In case No. 213 the commission, having
Taxation
found the facts concerning a rather compli
(Federal.) Income and profits tax. In
cated series of transactions, ruled that the
acquisition by the petitioner of stock of four vested capital. Depreciation. When re11
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(Federal.) Excess profits tax. Whether
duction of invested capital because of
notes given in payment of stock are tangible
alleged depreciation was unwarranted.
This was an action to recover additional property to be included in invested capital
income and profits tax for the years 1917 in computing the tax.
Suit to recover an additional excess
and 1918. I t appeared that in the calcu
lations of the commissioner of internal profits tax because of an alleged erroneous
revenue the plaintiff’s invested capital was deduction by an internal revenue commis
reduced from the amount shown on the sioner of sums of money from plaintiff
books in an amount which the commissioner corporation’s invested capital, which caused
claimed represented additional depreciation an increase in the excess profits tax. Plain
on certain buildings of the plaintiff over the tiff had issued capital stock to its stock
period from 1901 to 1916, inclusive. The holders and accepted in payment therefor
court found as a fact that the fair market demand notes bearing interest for the full
value of such buildings was in excess of the amount. Thereafter some of these notes
value at which it was carried on the books of were paid on demand. In making the tax
the corporation on December 31, 1916; that return in 1919 for the calendar year of 1918,
the ordinary depreciation of said buildings these notes were included in the invested
was arrested or compensated for by making capital for face value. The commissioner
renewals and replacements sufficient to care excluded the amount of the unpaid notes
for the decrease in valuation of capital on the ground that plaintiff’s capital stock
assets and by charging the cost directly to could not be issued for notes under section
expense. The statute involved was sec 69 of the stock corporation law of New York,
tion 326 (a) (3) of the revenue act of 1918, and, therefore, the notes held unpaid repre
40 stat. L. 1057-96, which provided that sented no part of the invested capital of the
“ (a) as used in this title the term ‘invested company.
capital’ for any year means *** (3) paid
Held, that plaintiff could recover. Sec
in or earned surplus and undivided profits; tion 325 of the revenue act of 1918 includes
not including surplus and undivided profits promissory notes in its definition of the
earned during the year; ***.’’ The govern term “tangible property.” Section 326 (a)
ment contended that because the books of of the revenue act provides that the term
the plaintiff did not disclose depreciation “invested capital” means “actual cash
provided for in a certain way that it must value of tangible property, other than cash,
be presumed that depreciation was not bona fide paid in for stock or shares, at the
provided for at all.
time of such payment ***.” This language
Held, that plaintiff could recover, for the in referring to bona fide payment means
reduction of invested capital was unwar actual, sincerely and in good faith paid.
ranted. The earned surplus of a taxpayer I t is not necessary to hold that it means
as shown by its books will be accepted as moneys legally paid in. To eliminate a
correct in the absence of affirmative facts note as invested capital it must be shown
to the contrary. No evidence having been that the sale was void or that the purchase
introduced to show that inadequate depre of the stock and giving the note in payment
ciation had been taken in prior years, the was in bad faith and for the purpose of
earned surplus should not be reduced on avoiding the provisions of the tax law.
that account. There is no warrant for
Bowers v. Kaufman & Co., United States
reducing earned surplus because of alleged circuit court of appeals, 2nd circuit, March
failure to charge off sufficient depreciation 14, 1927.
in the past, unless the depreciable assets of
the corporation are valued on its books at
Federal.
Income tax.
Estate tax.
the beginning of the taxable year at an Whether distribution to estate of deceased
amount in excess of the actual value at that partner should be treated as corpus or
time.
income of the estate.
Haugh & Keenan Storage & Transfer Co.
This was a suit by certain executors to
v. Heiner, United States district court, recover certain taxes alleged to have been
western district of Pennsylvania, April 14, erroneously assessed and collected by the
1927.
commissioner of internal revenue. The
12
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deceased had died on April 25, 1920, and
while he was a member of a co-partnership,
the firm had secured certain contracts and
between the dates of April 25 and December
31, 1920, received, on contracts so secured,
certain commissions of which deceased’s
distributive share amounted to some $78,000. Under articles of co-partnership pro
viding that in case of the death of any
partner, his interest should cease with the
last day of the month in which he died,
the payment of the aforesaid amount was
made by the partnership to plaintiffs as
executors of deceased’s estate. In ascer
taining the value of the gross estate for
estate tax purposes, the commissioner deter
mined the value of deceased’s interest in
the partnership assets to be some $78,000
and this amount was included in the gross
estate. The same amount was included by
the executors in making the income tax

return of the estate for the period between
April 25, 1920, and December 31, 1920.
Held, that plaintiffs could recover. The
amount received from the partnership can
not be treated both as part of the value of
the gross estate for estate tax purposes and
as part of the gross income of the estate for
income-tax purposes. For taxation pur
poses the individual income during his life
and the income of his estate after his death
are distinct things. When, therefore, an
item is properly determined to constitute
a part of the gross estate of a decedent for
estate tax purposes, it cannot be made to
constitute a part of the income of the same
estate. I t is a part of its corpus and it is
not to be presumed that congress intended
to subject the corpus of the estate to double
taxation.
Nichols v. The United States, United States
court of claims, April 4, 1927.

REVIEWS
account for loss in weight, which becomes part of
the cost of coal, should also be kept. The speaker
illustrated each point in his discussion by reference
to the sample accounts upon which his general re
marks were based.
The gross profit figure, he said, lacks certain
necessary information; for example, how it is con
stituted. He referred to a schedule giving an
analysis of sales showing under each size of coal
the average price received per ton delivered, the
average yard price, and the average total sale price
per ton; and in another column the cost per ton
with the gross profit per ton, and the amount for
each size.
The speaker continued with a discussion of the
operating expenses, classifying them in five headings
as follows: discharging, yard, delivery, selling and
general. He stressed the necessity of charging all
items of expense to the proper departments in order
that the correct cost per ton of operating each de
partment may be known. He showed how the net
profit might be further broken down to indicate the
net profit or loss on each size of coal.
The subject of costs is receiving more attention
today than perhaps ever before in the history of
the business world, said the speaker. Minimum
cost and efficiency of operations in the coal business,
as in any other, will result in a "survival of the fit
test.” It is necessary, he said, that all the facts relative to the dealer’s business be kept constantly before
him. Correct figures and statements should be
readily available and these may be obtained only
through a proper accounting system. The intelli
gent use of books and records may reveal not only

EDWARD A. ASHDOWN—“RETAIL COSTS”

Address delivered before the New York
State Coal Merchants Association, New
York, March 15, 1927.
In order that his audience might follow closely
his remarks on retail costs the speaker caused
sample set-ups of operating accounts to be dis
tributed among his hearers. The general arrange
ment of the sample accounts was designed to meet
all general requirements in the retail coal business.
The first item on the profit-and-loss statement
showed the sales for the month together with the
number of tons sold and the amount received, with
the average sale price per ton, from which was
deducted the cost of the coal sold which, the speaker
said, should include freight, insurance, towage and
other incidental expenses. He said a record book
should be maintained wherein these costs might be
allocated to each size of coal purchased in order that
the extra cost of each size independent of the others
might be known. A running inventory is provided
by the use of such a record book, so that a dealer
may know approximately how many tons of each
size should be on hand. This record may be ad
justed and compared with the physical inventory
on hand whenever the stock of any size coal runs
low enough to afford the possibility of an accurate
determination.
The speaker said that degradation is one of the
largest items entering into the costs in the coal
business. It should be charged and shown on the
books each month, as is any other expense. An
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the results of transactions, but the causes of such
results. When used in this way an accounting sys
tem may be the basis of a constructive and sound
policy, the speaker said.
He concluded his remarks by stating that the
only two ways of increasing the profits in the coal
business are: first, by increasing sales without
reducing the price or margin of profit, and second,
by a reduction in the cost of doing business.
RALPH EASTMAN BADGER—“SOME OB
SERVATIONS ON THE VALUATION OF IN 
DUSTRIAL SECURITIES”

Address delivered at a meeting of the
Massachusetts Society of Certified Public
Accountants held at the Chamber of Com
merce building, Boston, March 25th.
Mr. Badger stated that there is no one subject
about which there is more difference of opinion than
the question of value. There is cost value, depre
ciated value, book value and market or exchange
value. The exchange value on goods that are
freely producible depends on the marginal cost of
production on the one hand and the marginal utility
on the other hand. No standard commodity can
sell below the cost of production for very long as an
immediate reduction in quantities produced follows,
nor can it sell very much higher than the cost of
production plus normal profit to producer as it will
attract other producers.
Capital goods, however, are not freely producible.
They are not used for immediate consumption but
for further production. For such goods, therefore,
there is no easily determined market or exchange
value. Mr. Badger then stated that he did not feel
that the cost value, depreciated value or book value
had any real bearing on the valuation of industrial
companies. He pointed out that the capital stock
of certain cotton mills in New England is selling for
less than the value of their net current assets and
that the capital stocks of other companies, such as
Coca-Cola and Woolworth, are selling for many
millions more than the book value of their assets.
The economist, therefore, is forced to seek for
another basis of valuation than the balance-sheet
of these companies. Mr. Badger stated that this
must be the capitalization method. This method is
a capitalization of earnings and involves, first, a de
termination of the true normal earning power of the
business, the earning capacity of the business, and,
secondly, the determination of the rate on which to
capitalize those normal earnings.
In discussing the first point, Mr. Badger stated
that in many cases the best method was to average
the prior year earnings where they were fairly con
stant, and there was no marked tendency toward
larger or smaller earnings. Where the business is
growing, however, some allowance must be made
for such growth. The calculation of the average
earning rate per cent. on the capital invested over
the preceding period will give a closer approxima
tion as to what may be expected in the future on
the present capital invested or various trend lines
may be projected through the past earnings into
the future. Similarly, consideration must be given
to decreasing earnings. A mere average of past
earnings, therefore, is not adequate in many cases.

As regards the second point, the rate to use in
capitalizing normal earning power of the business, a
number of factors must be considered. The invest
ment of funds is free and flows to the highest return,
taking into consideration the risk factors. It is
therefore obvious that the market prices of com
panies in the same line of business must be given
consideration. The important point for comparison
is the rate at which the market has capitalized the
earning power of the respective companies.
But the rate of return on investments varies very
widely as between years. A number of companies
studied by Mr. Badger sold at twelve times their
earning power at March 1, 1913. The same com
panies in 1919 sold at eight times their earning
power and in 1920 sold at twenty times their earn
ing power. At the present time they are probably
capitalized at about ten times their earning power.
Therefore, careful consideration must be given to
the current business conditions, the interest rate,
the relative commodity prices, to determine a rate
to give effect to general market conditions. Then
we must obtain the market reaction in the special
field of the particular company to be studied. At
the present time the market prices of the securities
of a number of automobile companies are seven times
their earnings, steel companies ten times their
earnings, and chain stores about fifteen times their
earnings. We must then proceed to a study of the
corporation itself in order to determine the risk
factors to be given consideration. First, there is
the general character of the management, the past
record of the company, the condition of the prop
erty, its position in the industry, etc. Secondly,
there is the financial condition as evidenced by the
balance-sheet and income account, the capital
structure and proportion of funded debt to capital
stock, the amount of preferred and common stocks
outstanding, how many times the bond interest rate
has been earned over a period of years, the ratio of
current assets to current liabilities, the number of
times the inventory is turned over in a year, the
proportion of net quick assets to total capital, the
proportion of earnings to book assets, gross sales
per dollar to plant investment, the operating ratios,
etc. All of these factors must be considered in de
termining the allowance to be made for what Mr.
Badger calls the risk factors and after considering
them he would determine upon a rate to use to capi
talize the earnings of the business.
The capital amount thus determined he would
apportion, first, to the bonds and preferred stocks,
and the balance to the common stock. In certain
cases he would deduct the interest and preferred
dividends from the normal earnings and capitalize
the balance at a relatively higher per cent. to de
termine the value of the common stock, but in most
cases he would capitalize the earnings at a single
rate apportioning the amount thus determined to
bonds and preferred and common stocks.
RICHARD H. BROWNE—“HOTEL AND IN 
STITUTIONAL ACCOUNTING AND
STATISTICS”

Address delivered before conference of
House Directors at Teachers College, Co
lumbia University, New York, April 28th.
14

Bulletin of American Institute of Accountants
The speaker drew attention to the necessity for
uniformity on the adoption of a standard basis of
accounts. He urged his hearers to give consider
ation to the matter of preparing comparable ac
counts and adopting either the "Uniform System of
Accounts for Hotels” or some other suitable system.
He felt that such systems while primarily prepared
for hotels would be equally applicable to the accounts
for college or school dormitories. He said that if a
standard system were ultimately adopted by insti
tutions a central bureau could be established where
figures for the entire country could be assembled
and classified. It would be necessary, of course,
for the central bureau to place the various institu
tions in classes or groups in order to give effect to
variable factors affecting the figures. With the
accurate information available for use in budgets as
well as for comparison with current operating re
sults the house directors would be in a better posi
tion to solve their financial problems. Because of
the reticence of business men and their disinclina
tion to furnish statistics of their financial condition
and results of operation it was usually difficult to
bring about exchange of information. It was
equally difficult to induce them to agree to stand
ardization of accounting because they would involve
uprooting systems and customs which had been long
established. The speaker referred to the situation
which had arisen in the hotel industry because of
over-building and referred to the action which had
been taken by hotel men to establish standard
accounting and thus to obtain the truth about the
profits to be made from hotel operation. A com
mittee of accountants had been appointed to com
pile a uniform system of accounts for hotels and
after much hard work this purpose had been accom
plished.
C. C. SHEPPARD—‘‘KNOW YOUR COSTS”

Paper read before the Ohio and Western
Pennsylvania Division of the American Face
Brick Association at the William Penn hotel,
Pittsburgh, April 13th.

Mr. Sheppard divided his subject as follows:
1. The importance of knowing costs
2. Why we fail to know our costs
3. How we may know our costs
4. Some of the advantages of knowing costs
He said that it is important to know our costs if
for no other reason than to obtain personal protec
tion against loss of capital and business failure.
We fail to know our costs, he said, because we are
not alert to the many and varied dangers lurking
in the background for the man who wilfully pro
ceeds without this knowledge. To know our costs
is simply a matter of proper classification and using
in a constructive sense records of daily and monthly
transactions. The advantages are many and varied
and they express themselves in no indefinite terms.
Furthermore these advantages are not vital solely
to the business man. They have a greater and far
reaching effect. They contribute in no small
measure to the more efficient and economic prog
ress and development of society as a whole.

J. C. M. WHITE—“ACCOUNTANTS CERTIFI
CATES AND REPORTS”

Speech delivered at a meeting of the
Alumni Association of Pittsburgh School
of Accountancy at the Chamber of Com
merce, April 16th.
In this address the speaker advocated higher pro
fessional standards for accountants, the assump
tion by accountants of full responsibility for their
work and more stringent regulation of the banker
in advancing depositors’ funds as loans. The
speaker also expressed the opinion that bankers by
more forcefully advocating the benefits, to client
and banker alike, of independent and reliable audits
could aid considerably in a better understanding be
tween accountant, client and the public.

HERE AND THERE
H. C. Anderson, Washington, D. C., has Oyster, Watson & Co., Pacific Southwest
been appointed a member of the committee building, Fresno, California, announce the
on manufacturers and of the committee on admission to partnership of H. D. Phillips.
police and fire protection and public safety The practice of the firm will hereafter be
of the chamber of commerce.
conducted under the firm name of Oyster,
Phillips & Co.
George Armistead, Houston, has been
appointed by the governor of Texas as a
member of a state committee to survey
Seidman & Seidman announce the re
systems of auditing and accounting in all moval of their New York offices to the
state departments and institutions.
Court Square building, 2 Lafayette street.
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At the district meeting of the Retail
Lumber Dealers on March 24th at Parkers
burg, West Virginia, L. G. Battelle spoke
on “To-morrow’s profits and the retail
dealer.”
At a meeting of the New York Society of
Public Accountants at the Hotel McAlpin,
March 22nd, Jacob Bennett spoke on “The
auditor—an appreciation of his functions
in the modem business world.”
“Building up a bank credit” by David
Berdon, New York, appeared in the New
York Times for April 17th and was published
in pamphlet form by the New York Credit
Men's Association.
James B. Campbell, Chicago, has been
appointed a member of the committee on
investigations and complaints of the Illinois
Society of Certified Public Accountants.
Howard F. Farrington, Watertown, New
York, addressed the students in the depart
ment of economics of St. Lawrence Uni
versity, Canton, New York, April 30th, on
accountancy as a profession. Mr. Farring
ton is serving as president of the board of
education in his city, president of the
Jefferson-Lewis council of Boy Scouts of
America and chairman of the Watertown
branch of the American Red Cross.
At a meeting of La Grange Lodge on
March 15th, Edward E. Gore of Chicago
delivered an address on the crime conditions
in that city. Mr. Gore also was the prin
cipal speaker at a dinner of the Commerce
Club of his city held April 21st.

J. Hugh Jackson, of Stanford University,
spoke to the Palo Alto Business and Profes
sional Women’s Club, April 2nd, on educa
tion for business, and to the members of the
Methodist Men’s Club of the same city,
April 21st, on the student problem of the
Methodist church.
At a meeting of the Kiwanis dub of
New Orleans, G. V. W. Lyman of that city
spoke on income taxes and the province and
duty of a certified public accountant. Mr.
Lyman is serving on the membership com
mittee of the New Orleans Association of
Commerce.
At the meeting of the New York State
Society of Certified Public Accountants at
the Hotel Astor, April 25th, J. T. Madden
spoke on the future of the profession. On
April 26th Mr. Madden delivered the an
nual address to the Alumni Association of
the school of commerce of New York uni
versity at a meeting at the Hotel McAlpin.
At a meeting of the Bank Auditors’ Club,
Kansas City, Missouri, April 15th, David
B. Peter spoke on “What the public account 
ant has a right to expect from the banker.”
H.
G. Slagle, Cleveland, addressed the
local chapter of the Ohio Society of Certified
Public Accountants, April 15th, on the new
corporation code of the state of Ohio.
F.
P. Stratford, Rutherfordton, North
Carolina, has been appointed accountant
of Rutherford county under the new
fiscal control act for North Carolina counties.
Ernest E. Wooden, Baltimore, spoke
before students of the Forest Park high
school of that city, April 8th, on the pro
fession of accounting.

Joel Hunter, Atlanta, spoke at a meeting
of the Civitan Club of that city on March
14th on goodwill. He also addressed that
club on April 19th on “Economic waste
from tuberculosis.” The March issue of
the Southeastern Hotel Journal, Jacksonville,
Florida, contained an article by Mr. Hunter
entitled, “Over-elaborate accounting sys
tems.”

At a meeting of the Los Angeles chapter
of the National Association of Cost Ac
countants, April 19th, Walter C. Wright of
that city spoke on “The labor account.”
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Bulletin Supplement
May 16, 1927.
To the M em bers and Associates
of the American Institute of Accountants:

At the meeting of council, April 11, 1927, the board of examiners recommended the elec
tion of 7 applicants who had already passed the Institute’s examination for a C. P. A. cer
tificate and 3 who were eligible on credit for examinations other than those of the Institute.
The council approved the recommendations of the board.
The following is a list of those recommended for election:
For admission as members
Anthony A. Belser, New York
Albert J. Cummings, New York
Thornton G. Douglas, St. Louis
Fred G. Fielman, Cincinnati
Ray G. Wood, Salt Lake City

For admission as associates
Emile Z. Baker, Freeport, L. I.
Morris M. Glasser, Chicago
Arthur Sandberg, Boston
Henry Z. Smith, Chicago
Ralph Edward Stone, Lancaster, Pa.

If no protest is received by June 1, 1927, against the election of any of the above appli
cants they will be declared elected by the president.
A. P. RICHARDSON, Secretary.
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ANNUAL MEETING OF AMERICAN INSTITUTE OF ACCOUNTANTS
Responses to the questionnaire sent re Thursday, Sept. 8th—Arrive Winni
peg via Northern Pacific.
cently to members asking for expressions of
Exact hour of arrival will be announced on the
preference as to the route to be followed to train. Balance of day and evening in Winnipeg.
the annual meeting at Del Monte indicate
that a majority of those who expect to travel Friday, Sept. 9th—Leave Winnipeg
via Northern Pacific
1 .0 0 A.M.
by the proposed special train would prefer
the Yellowstone Park to the Canadian Saturday, Sept. 10th—Arrive Cody
7.15 a .m.
Rockies. Accordingly, a tentative itinerary
From Cody members of the party will make com
has been prepared. The plans are not yet plete
tour of Yellowstone Park going in over the
in final form but definite announcements Cody road
by way of Shoshone Canyon and Sylvan
will be sent to all members and associates Pass, coming out by way of Gardiner Canyon.
The stops of greatest length in the park will be
in the near future. The tentative itinerary
made at Yellowstone Lake, Yellowstone Canyon,
follows:
Old Faithful, Mammoth Hot Springs. Accommo
dations in the park will be provided at the hotels.
Meals and transportation in the park are also in
cluded in the price. This price does not include
rooms with private bath. Such accommodations
will be reserved for any who desire them and the
additional amount paid to the hotel.

As members of the party will start from various
points it will be best to use regular trains to Chicago
and make up the special train from that point.
Tuesday, Sept. 6th—Leave New York
via New York Central
12.10 p .m .
Leave Boston via B. & A.
9.30 a .m.
Leave Worcester
10.40 a .m.
Leave Springfield
12.05 p .m .

Tuesday, Sept. 13th—Leave Gardiner
via Northern Pacific

8.00 p .m .

New York and New England groups combine at
Albany.
Leave Albany
3.25 p .m.
Leave Buffalo
9.40 p .m.

Wednesday, Sept. 14th—En route.
The day will be broken by a stop
at Spokane.

Tuesday, Sept. 6th—Leave
delphia via B. & O.
Leave Baltimore
Leave Washington
Leave Pittsburgh

Phila
11.38 a .m .
1.46 p .m.
3.00 p .m .
10.00 p .m.

Thursday, Sept. 15th—Arrive Seattle
via Northern Pacific
9.00 a .m.
All day in Seattle.
Leave Seattle via Northern Pacific 11.55 p .m.

Wednesday, Sept. 7th—Leave Detroit
Arrive Chicago via Michigan Cen
tral

2.40 a .m.

Friday, Sept. 16th—Arrive Portland
7.00 a .m.
Train will be held at Portland two or three hours
to allow members of party who may wish to do so,
time enough to drive around the city.
Leave Portland via Southern Pacific 10.00 a .m.

8.00 A.M.

On arrival in Chicago special facilities will be
provided to transfer the party to the Union station.
Leave Chicago via Burlington route 9.30 a .m.

Saturday, Sept. 17th—Arrive Oakland
pier
10.30 a .m.
Arrive San Francisco
11.00 a .m.
During the time the party is in San Francisco
the train will be switched from Oakland pier to the
Third and Townsend street station, San Francisco.

The unique special train with facilities men
tioned in this itinerary will start from Chicago and
be at the service of members of the party until
their arrival in Chicago on the return.
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car, bedroom car, several additional cars
with drawingrooms and compartments and
3.00 p . m .
special type of observation car.
6 .0 0 p . m .
Two cars on this train deserve special
Monday,
Sept. 19th
mention.
One is the so-called bedroom car
In Del Monte
Tuesday,
Sept. 20th
in
which
one
may secure a private room
Wednesday, Sept. 21st
with double bed instead of berths, and
Thursday, Sept. 22nd—Leave Del
private bath. There is also a compartment
Monte via Southern Pacific
9.00 p . m .
with private bath. The other car is an
Friday, Sept. 23rd—Arrive Los Angeles 7.00 a . m .
entertainment car which includes a gym
Balance of day in Los Angeles.
nasium, an auditorium used for a number
of
different purposes including moving
Saturday, Sept. 24th
-In Los Angeles
Sunday, Sept. 25th
pictures, card parties, dancing and lectures.
In the same car is the barber shop and a
Monday, Sept. 26th—Leave Los
library of approximately two hundred
Angeles via Santa Fe
9.00 a .m .
Arrive Riverside
11.00 a . m .
volumes.
The items that follow will be included in
Train will be held at Riverside long enough for
members of party to take a drive around the city the services offered by the train from
including Mount Rubidoux, and have lunch in the Chicago:
Radio, orthophonic victrola,
patio of the Mission Inn.
movies,
gymnasium,
barber shop, library,
Leave Riverside via Santa Fe
2.00 p .m .
valet, ladies’ maid, office with typewriters,
Tuesday, Sept. 27th—Arrive Grand
stenographer, shower baths, rooms with
Canyon
7.00 a .m .
private bath.
All day at Grand Canyon.
It is estimated that the cost of travel by
Leave
8.15 p .m .
the special train from Chicago out and back
Wednesday, Sept. 28th—En route.
for transportation and sleeping car accommo
Brief stops in morning at a typical
Indian pueblo and at Albuquer
dations will be as follows:
que, New Mexico.
Upper berth, $239.82
Thursday, Sept. 29th—Arrive Kansas
Lower berth, $255.80
City
4.00 p . m .
Compartment, 2 persons, each person,
Leave via the Santa Fe
6.00 p . m .
$302.41
Friday, Sept. 30th—Arrive Chicago
7.00 a . m .
Drawingroom,
2 persons, each person,
On arrival at Chicago special train will be re
$332.41
leased. Members of party will be transferred to
Drawingroom, 3 persons, each person,
their respective stations. The New York group
may leave on the following schedule:
$284.80
Drawingroom with shower, 2 persons,
Friday, Sept. 30th—Leave Chicago via
each person, $387.41
Michigan Central from the Cen
tral station
1 0 .0 0 A.M.
Drawingroom with shower, 3 persons,
4.14 p . m .
Arrive Detroit
each person, $323.80
Arrive Buffalo
1 0 .1 0 p .m .
Compartment with shower, 2 persons,
Saturday, Oct. 1st—Arrive New York
each person, $357.41.
via New York Central
9.00 a . m .
Arrive Springfield
9.32 a . m .
It is also understood that the meals en route,
Arrive Worcester
10.55 a .m .
except at Del Monte and Yellowstone Park,
Arrive Boston
12.00 noon
can be supplied at $66.75 per person. The
Those destined to points in Pennsylvania, Mary Yellowstone Park special schedule is to be
land, etc., would use the following:
$47.50 per person. It will be noted that
these rates do not include hotel accommoda
Friday, Sept. 30th—Leave Chicago
via B. & O. from Grand Central
tions at places where the party will stop,
Station
1.00 p .m .
but the train will be available for those who
Saturday, Oct. 1st—Arrive Wash
wish to sleep aboard everywhere except at
ington
9.00 A.M.
Yellowstone and Del Monte. These figures
Arrive Baltimore
10.30 a . m .
include transfer of baggage during the trip
Arrive Philadelphia
12.14 p .m .
from Chicago to Del Monte. Of course,
The proposed special train from Chicago the question of gratuities, etc., is a matter
will consist of baggage car, entertainment for individual determination.
2
Sunday, Sept. 18th—Leave San Fran
cisco via Southern Pacific from
Third street station
Arrive Del Monte
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Robert Morris Associates
Following is a report of the committee
on cooperation with public accountants
which was presented at a meeting of the
Robert Morris Associates, the organization
of credit officers of banks, on June 6th,
at Louisville, Kentucky. The report is
presented by the courtesy of the chairman
of the committee:

We want to take advantage of this opportunity
to advise our members again of the cordial coopera
tion we have been receiving at all times from the
committee on cooperation with bankers of the
American Institute of Accountants, and the same
spirit has been displayed by the various accounting
firms when we have discussed with them individ
ually various matters that have been brought to
our attention.
After some deliberation we concluded that the
most effective message we could give to you at this
meeting would be to summarize some of the high
spots that have come to the attention of the com
mittee over a period of years.
Beware of the condensed statement. A deposit
in a building and loan association which is not
strictly cash, as we interpret it, may be included in
the “cash in banks” item, as noted above. Sub
stantial amounts due from officers or an advance to
a real estate company may be included in the item
of “accounts receivable” without segregation. The
answer to all this on the part of the accountant may
be that by labelling the statement as “condensed”
he is relieved of the necessity of segregating the
items, and furthermore a condensed statement is
not submitted for credit purposes. Our experience
will show us that this is not the case, but we must
have in mind that that is the attitude often taken
by the accountant.
Beware of the “giving effect” statement, par
ticularly to proposed, rather than subsequently
accomplished, financing. Again the accountant
will state that such a statement is not made for
credit purposes and speaking generally he is correct
in this attitude.
Beware of the investment item. Do not assume
that this necessarily represents stock in other com
panies, for there are occasional circumstances when
an accountant might feel warranted in including
stock of the company itself.
Beware of the reserve item. It is usually assumed
that such an item represents an amount set up for
possible future losses, whereas a careful reading of
some statements has shown that this item is against
already established losses, possibly in the mer
chandise account, and by setting it up in this way
the current ratio is substantially improved.
Beware of the statement enclosed in a binder
bearing the name of the accountant but with no
certificate or comments attached. This might mean
anything or nothing.
As to contingent liabilities the more responsible
accounting firms recognize the ethics of showing
such liabilities as a part of the statement or em
braced in the certificate, however, instances have
come to our attention where a substantial amount
of sight drafts with bills of lading attached, dis
counted at the banks, were not referred to, the
accountant giving as a reason that practically all
were paid before he had finished with his exami
nation. Another case, bills receivable discounted
were not shown because the accountant under
stood that in giving the statement to the banks the
customer always advised them of this liability. Still
again in a matter involving bills receivable dis
counted, the accountant stated that he never under
stood that he was obligated to show such a liability
where he considered the likelihood of the company’s
being obliged to take them up as remote.

REPORT OF THE COMMITTEE ON CO
OPERATION WITH PUBLIC ACCOUNTANTS
In some of our previous reports we have referred
to the efforts being put forth by committees of the
American Institute of Accountants to develop a
general service classification for audits and uniform
certificates to accompany them. Some of the
details of a preliminary report which came to our
attention indicated a series of classifications which
to our minds would serve only to involve rather
than simplify the present conditions and exact upon
the reader of a financial statement a knowledge of
accounting methods which he could hardly be ex
pected to possess. We feel confident that a special
committee, which is now giving this subject earnest
attention, realizes that if their efforts are to be
regarded as successful by all interests concerned,
it is necessary that their recommendations should
be concise and readily understandable by the lay
man.
We do not recall any outstanding developments
in the activities of our committee since our last
report. A few comments and complaints have been
submitted and in one instance where the circum
stance seemed to warrant it we wrote direct to the
accounting firm in question. This involved the
matter of an item of “cash in banks” which included
a deposit in a building and loan association amount
ing to nearly four times the amount of the actual
bank deposit. The accountant justified his action
by stating that this deposit was not an investment
in stock of the building and loan association but
purely a deposit subject to withdrawal on demand.
The member submitting the complaint called atten
tion to the fact that while it was the practice of
building and loan associations in his state to allow
withdrawals of money on demand and in this way
had been giving serious competition to the banks
through the higher rate of interest they could pay,
nevertheless they had the privilege of requiring 30
days’ notice and then were not obligated to make
the payment if certain other requirements, such as
the proportion of withdrawals to receipts for the
month in question, etc., were not entirely in order.
The accountant also referred to the fact that the
statement in question was a condensed balancesheet and that in the regular audited report the
item was segregated. The important fact, however,
and one which should give encouragement to all
our members who follow through matters of this
character, is that in their concluding paragraph
the accountant wrote us as follows: “Instructions
have been given our staff here that in future, de
posits of a building and loan association will be so
reflected in all reports that originate from this
office.”
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May we emphasize again a point brought out
in previous reports that the certificate of the ac
countant should be read very carefully and a series
of comments should not be confused with a certifi
cate? We have in mind a footnote submitted by
one of our members reading as follows:
“We have audited as of June 30, 1926, the
accounts of................ and have prepared state
ments of income and profit and loss for the
year ended June 30, 1926, from the books
without detailed examination of the individual
income and expense accounts, and submit
herewith the following exhibits:
“Exhibit A—Consolidated balance-sheet as
of June 30, 1926.
“Exhibit B—Statement of consolidated in
comes and profit and loss for the year ended
June 30, 1926.”
The member in his letter referred several times
to this certificate. The fact of the matter is this
is not a certificate and it is so worded that one is
put on notice to inquire further as to why, in view
of the fact that the accountant audited the books,
he did not certify as to the correctness of the
figures.
We must have in mind that the accountant is
not writing a credit insurance policy for the bank.
Our efforts should be directed toward prevailing
upon our customers to submit to a general or detailed
audit and under any circumstances we should not
permit the submission of a statement which does
not make a satisfactory presentation of the various
items. There is hardly anything in connection
with the analysis of a certified statement that would
be of more assistance to us than to prevail upon
our customer to give the accountant permission to
talk to us freely. This sounds as though it might
be difficult to accomplish but actual experience does
not bear this out.
When all is said and done the most and best we
can hope for from the accountant is that he should
say what he means and mean what he says.
It was Homer who wrote: “Hateful to me, as
the gates to Hades, is he who hides one thing in his
mind and speaks another.”
Respectfully submitted,
H. E. W hitney , Chairman
E. E. B arker

report of the proceedings will appear in
the Bulletin to be published July 15th.
The midwest region consists of the Dakotas,
Illinois, Iowa, Kansas, Kentucky, Minne
sota, Missouri, Nebraska and Wisconsin.

Election of Institute Members
The president of the Institute has de
clared elected as of June 1, 1927, the follow
ing persons who were recommended for
election by the board of examiners and
approved by the council at its meeting on
April 11th:
Admission as Members:

Anthony A. Belser, New York
Albert J. Cummings, New York
Thornton G. Douglas, St. Louis
Fred G. Fielman, Cincinnati
Ray G. Wood, Salt Lake City
Admission as Associates:

Emile Z. Baker, Freeport, L. I.
Morris M. Glasser, Chicago
Arthur Sandberg, Boston
Henry Z. Smith, Chicago
Ralph Edward Stone, Lancaster, Pa.

Minnesota Chapter Meeting
The annual meeting of the Minnesota
chapter of the American Institute of Ac
countants was held in Minneapolis on May
6 th. The following directors were elected:
Emil Kroeger, A. F. Wagner, Thomas J.
Shannon, Clifford R. Munson and J. A.
Boulay. The officers elected were: Emil
Kroeger, president; Thomas J. Shannon,
vice-president; J. A. Boulay, secretary and
treasurer.

J ohn Clayton
J. N. E aton
P. F. Gray
F reas B. Snyder

Northwest Meeting
A joint meeting consisting of the Wash
ington Society of Certified Public Account
ants, the Oregon Society of Certified Public
Accountants and the Institute of Chartered
Accountants of British Columbia will be
held in Vancouver, B. C., on June 24th.
A report of this meeting will be published
in the July Bulletin.

Midwest Regional Meeting
The midwest regional meeting of the
American Institute of Accountants was held
at Kansas City, Missouri, on Friday and
Saturday, June 10th and 11th. The com
mittee in charge of arrangements reported
that there were indications of good at
tendance from all parts of the region. A
4
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STATE BOARDS OF ACCOUNTANCY
Florida
New Mexico
The following persons have been appointed
The governor of New Mexico has ap
to the state board of accountancy of Florida: pointed W. G. Logan and Matias Sipple
George H. Ford, Jacksonville, C. C. Bryant, both of Albuquerque to the state board
Ocala, W. J. Forney, Jacksonville, H. V. of accountancy to fill the vacancies caused
Foy, Tampa, and Robert Pentland, Miami. by the expiration of the terms of A. N.
Mr. Ford will continue as chairman of the Corneil of Santa Fe and Percy Glazebrook
board.
of Albuquerque.

NEWS OF LOCAL SOCIETIES
Massachusetts Society of Certified
Public Accountants
The annual meeting of the Massachusetts
Society of Certified Public Accountants,
Inc., was held at the Statler hotel, Boston,
May 23rd. The following officers were re
elected : Frederick Bond Cherrington, presi
dent; Charles F. Rittenhouse, vice-president;
Arthur T. Chase, treasurer; Percival F.
Brundage, secretary. In addition to the
officers the executive committee includes
J. Chester Crandell, James Willing and
Gardner B. Wardwell. J. Chester Crandell,
chairman of the special committee appointed
by the Massachusetts Society to investigate
the excise tax law, made the following
report for his committee:

California State Society of Certified
Public Accountants
SAN FRANCISCO CHAPTER
A meeting of the San Francisco chapter
of the California State Society of Certified
Public Accountants was held at the Presidio
golf club, San Francisco, May 13th. During
the afternoon a golf tournament took place
with the following results: Low gross,
A. E. Tipple, 84; second low gross, H.
Halliday, 86; third low gross, N. L. Mc
Laren and Harold Bunn, 90; low net, F. F.
McClintock, 68; second low net, H. Dum
ville, 69.
In the evening an informal dinner was
given at the club house at which Jesse H.
Steinhart, counsel for the society, gave an
address.
Indiana Association of Certified Public
Accountants
The following directors were elected
at the annual meeting of the Indiana
Association of Certified Public Accountants:
H. A. Roney, T. G. Thurston, George B.
Buist, Charlton N. Carter. William M.
Madden was elected auditor. The following
were then elected officers: Charlton N.
Carter, president; F. S. Willett, vicepresident; Arthur R. Chapman, treasurer;
T. G. Thurston, recording secretary; H. A.
Roney, corresponding secretary.
Frederick E. Schortmeier, secretary of
state, addressed the meeting. The presi
dent, in his address, urged members of the
organization to send in their suggestions
relative to tax reform so that proper pre
sentation may be made at the next general
assembly.

To the Members of the Massachusetts Society
of Certified Public Accountants, Inc.
Gentlemen :

At a meeting of the society held on September
28, 1925, it was voted "that the president appoint
a committee to frame questions in protest of the
present excise tax law and report back at a later
meeting either with recommended amendments to
the law or suggestions for its administration. In
accordance with that vote, the then president,
Stanley G. H. Fitch, appointed the following com
mittee: George L. Bishop, Frederick Bond Cher
rington, Frederick M. Kehn, Raymond D. Willard
and J. Chester Crandell, chairman.
President Fitch served ex-officio on this committee
and when he was succeeded by President Cherring
ton, the latter re-appointed the committee with
Mr. Fitch as a member, and Mr. Cherrington served
from then on ex-officio.
Several conferences of the committee were held,
and after requesting all members of the society to
correspond with the committee and furnish sug
gestions, the committee summarized the ideas re
ceived, and they formed the basis of an interesting
discussion at a meeting of the society.
We were authorized to attempt to secure legis
lation along the lines of our recommendations and
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to invite the cooperation of the bar association of
the City of Boston in this effort. On October 14,
1926, President George R. N utter of that associa
tion appointed a committee consisting of Henry
Herrick Bond, Philip Nichols and Fred T. Field,
chairman, to cooperate with our committee.
Several sessions of the joint committee were held
and we also conferred with commissioner of cor
porations and taxation, Henry F. Long, and with
director of corporations, Harold S. Lyon, and it
was decided to restrict our activities before the
legislature of 1927 to the advocacy of six bills.
Some of the measures proposed were not consid
ered by the members of the bar association com
mittee as they were considered matters of sub
stantive law with which the association would not
wish to deal. The bill providing for change in the
date of the determination of the value of the cor
porate excess did not have the unanimous approval
of the bar association committee, but with this
exception, the ideas of the two committees were in
agreement.
With the assistance of Director Lyon, we drafted
six bills which were introduced by Representative
Richard D. Seamans of Salem, a member of our
society.
Members of the committee attended numerous
hearings before the taxation and the ways and
means committees of the house and senate, and
our measures received support from other organi
zations and individuals.
As there was a resolution before the legislature
for a commission to study Massachusetts taxation
laws, the committee on taxation was inclined to
defer action on bills attem pting to change taxation
statutes, and a reference to the next legislature would
undoubtedly have been the fate of more of our bills
had it not been for the cooperation of Representative
Seamans, who is a member of the house committee
on taxation.
Of the six bills introduced by our committee,
three were referred to the next legislature. These
were as follows:
House Bill 505

To create an adequate board of
tax appeals

House Bill 507

To repeal the gross receipts mini
mum excise on business cor
porations

House Bill 510

To permit the deduction of net
losses of prior years from earn
ings of the taxable year to the
extent permitted under federal
revenue acts
We believe th a t each of these bills is important
and should be introduced in the next legislature.
The other three bills introduced have become law
as follows:
House Bill 508 which is now Chapter 148 of the Acts
of 1927
This act provides in effect th a t if a corporation
appeals from a decision of the commissioner of
internal revenue, or from a decision of the United
States board of tax appeals, the notice to Massa
chusetts of a proposed change in federal net income
shall be made within thirty days after notice of the
final determination of the appeal.
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The present policy of the commonwealth as to
the exaction and allowance of interest is made
applicable to the resulting additional assessment
or refund.
The additional assessment by Massachusetts is
limited to such additional tax as is incident to the
increase in federal net income, and on the other
hand, the refund in Massachusetts is limited to
the amount of tax paid with respect to the differ
ence in net income determined by the federal re
duction.
The 10 day period of the present law is abolished,
and a 70 day period is substituted.
House Bill 509 (later House Bill 1005) which is now
Chapter 225 of the Acts of 1927
Under the previous law a corporation had but
thirty days from the day of assessment within
which to apply for an abatement. The present
act extends this time limit to sixty days.
House Bill 506 which is now Chapter 258 of the Acts
of 1927
This act substitutes the last day of its taxable
year for April 1st as the date upon which a corporation’s “corporate excess” is to be determined.
As we said in the brief used before the legislative
committees:
“ The commissioner of corporations and taxation
is now compelled to determine the fair value of the
capital stock of every business corporation doing
business in Massachusetts, as a t the arbitrary date
of April 1st.
“One of the most important factors in valuation
is a true balance-sheet as a t the date on which the
value is to be determined.
“A very small percentage of the corporations
doing business in Massachusetts can produce a
true balance-sheet as a t April 1st. Very few cor
porations take physical inventories as a t th a t date
and but relatively few maintain perpetual or book
inventories. In the great majority of cases, there
fore, the merchandise inventory of April 1st is
little more than a guess, and this is the more im
portant when it is remembered th at after sub
tracting the liabilities and the statutory deductions
of real estate, machinery, etc., the merchandise
inventory in the average corporation constitutes
the bulk of its ‘corporate excess.’
“The present law assesses a tax a t the rate of
2 ½% upon the net income of the corporation’s
fiscal or calendar year for which it was required to
make its last return to the federal government due
prior to April 1st of the year in which the Massa
chusetts tax is to be assessed.
“ This last return to the federal government cov
ered the income for a year ended a t a date upon
which the corporation’s books were closed and a
balance-sheet prepared, a copy of this balancesheet accompanying the federal return. I t is a t
the date of this balance-sheet th at we propose the
commissioner should value the corporation’s capital
stock.
“ Practically every corporation takes a physical
inventory a t the end of its fiscal year and makes
necessary adjustments in other accounts. In addi
tion many corporations have their books audited.
The balance-sheet to be used by the commissioner
under the proposed bill would be a true statement
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Society of Certified Public Accountants
of the State of New Jersey
The annual dinner of the Society of
Certified Public Accountants of the State
of New Jersey was held at the Elks club,
Newark, New Jersey, on May 10th. The
following officers were elected for the year:
Maurice E. Peloubet, president; William
C. Heaton, first vice-president; Walter A.
Staub, second vice-president; Julius E.
Flink, secretary; Morris J . Hoenig, treasurer.
James F. Welch, John A. Conlin and J. S.
M. Goodloe were elected to serve as trustees
for one year. Fred R. Main, James F.
Hughes and Russell A. Pearce were elected
trustees for two years. The auditors elected
are Hyman M. Roth and Andrew From
melt. John E. Gill, vice-president and
dean of Rider College, Trenton, was elected
an honorary member of the society: Eight
applicants were elected to membership in
the society. One applicant was elected
to associate membership.
James Rattray, vice-president of the
Guardian Trust Co., in his address expressed
the hope that accountancy would be taught
in the grammar and high schools. Mr.
Rattray voiced the belief that a knowledge
of accounting would be of value to the aver
age boy who is graduated from high school
and enters upon a business career. James
H. McNish, deputy commissioner in charge
of the state bureau of building and loan
associations, expressed his desire that the
smaller building and loan associations should
have their books audited by certified public
accountants, the funds of many of the
smaller organizations now being handled by
the secretaries of such organizations. Wil
liam B. Wiegand spoke on accounting in the
insurance business and was followed by
William E. Ford, who gave a brief talk on
business accounting.
New York State Society of Certified
Public Accountants
A meeting of the New York State Society
of Certified Public Accountants was held
at the Waldorf-Astoria hotel, New York,
on June 6th at 8 p . m . Eric C. Camman
addressed the meeting on “Newer aspects
of cost accounting.” His remarks were
followed by general discussion. Carl F.
Bauman and Franklin W. Walker, both of
New York, were admitted to membership
in the society.

of assets and liabilities provable by the books and
physical inventory, and subject to audit by the
federal government as well as by the state.
“From the income otherwise subject to the 2½ %
tax, deductions are allowed based upon fractions,
the numerators and denominators of which can not
now be checked by the department without a de
tailed field audit. The proposed change would
give the department information by which to verify
these fractions.
“Not the least of the advantages of the proposal
is that the taxpayer would be spared the necessity
of preparing an accurate return to the federal au
thorities based upon the verified figures at the end
of its fiscal year and duplicating this effort on April
1st by preparing a necessarily inaccurate return
to the state authorities based upon estimated
figures.”
Conclusion

Attached to this report are copies of chapters
148, 225 and 258 of the acts of 1927, which form
the tangible result of our committee’s work.
In closing this report we wish to express our
gratitude to all those who have contributed to the
final result; to the members of the cooperating
committee of the Bar Association of the city of
Boston; to Commissioner Henry F. Long and Di
rector Harold S. Lyon; to all members of our society
who furnished suggestions; and especially to Repre
sentative Richard D. Seamans, whose presence on
the house committee on taxation and interest in
our bills made their passage possible.
Respectfully submitted,
J. Chester Crandell, Chairman
G eorge L. B ishop
F rederick B ond Cherrington
S tanley G. H. F itch
F rederick M. K ehn
R aymond D. W illard

Charles F. Rittenhouse and George L.
Bishop spoke in favor of higher educational
requirements for candidates for the C. P. A.
degree. It was reported that eighteen new
members had been admitted to the society.
The annual outing of the society will be
held at Pemberton inn on June 27th.

Missouri Society of Certified
Public Accountants
ST. LOUIS CHAPTER
At the annual meeting of the St. Louis
chapter of the Missouri Society of Certified
Public Accountants held May 26th at the
Westwood country club, the following
officers were elected for the ensuing year:
A. J. Benner, president; A. J. Saxer, first
vice-president; G. V. Keller, second vicepresident; W. F. Scott, secretary; W.
Mayors, treasurer.
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Ohio Society of Certified Public Ac
countants
At the request of the secretary of the
Ohio Society of Certified Public Accountants
the following summary of the new Ohio
general corporation act as it will affect the
accountancy profession was prepared by
a member of the special committee of the
Ohio Bar Association on codification of the
Ohio corporation laws. The act went into
effect on June 9th :

spoke on the necessity of accounting in
business. He was followed by E. J. Mar
shall, chairman of the special committee
of the Ohio bar association on codification of
Ohio corporation laws, who spoke on “The
new law respecting Ohio corporations.”
Richard FitzGerald and G. Charter Harrison
also addressed the meeting on “The general
theory of taxation” and “Business prophets
and business profits,” respectively.
At the luncheon meeting on the 21st
William A. Paton, chairman of the depart
ment of accounting at the University of
Michigan, spoke on “The financial state
ments of the future.”

The newly enacted Ohio corporation code was
intended to provide maximum protection for stock
holders and creditors of the corporations organized
under it or adopting its provisions. With such pro
tection in view, the court requires every corporation
to keep exact and detailed accounts showing its
financial condition, which shall be open to the in
spection of stockholders (section 63) and the officers
of the company are subject to heavy penalties for
default in complying with the requirements of the
code. Annual statements, certified by officers or
public accountants, disclosing in detail the financial
condition of each company to a date not less than
four months previous to the annual meeting, must
be submitted to the stockholders at such meeting;
and the stockholders are entitled to such state
ments, on request, prior thereto (section 64).
It was deemed impossible to provide a completely
uniform accounting, but an effort at uniformity
was made by defining fixed assets (section 2), paid-in
surplus (section 23), stated capital (section 37)
and providing under what circumstances alone cash
and stock dividends may be declared (section 38).
Greater latitude is provided for the issuance of
stock for property and for the distribution of assets
and surplus as dividends, but stockholders are
protected in such matters by requirements that
where stock is issued for property, where distribu
tion has been made of assets, where dividends have
been declared from paid-in surplus and where stock
dividends have been made from surplus arising from
appreciation or appraisal, statements shall be filed
in certain instances with the secretary of state and
notice shall be given the stockholders in others.
Surplus from unrealized appreciation and re
valuation, and paid-in or capital surplus, must be
separately carried on the company’s books, as well
as the company’s stated capital, and it is the object
of the law to require that the company’s books shall
always reflect its true financial condition.

DAYTON CHAPTER
The annual meeting of the Dayton chapter
of the Ohio Society of Certified Public
Accountants was held at Grey Manor,
Dayton, May 5th. The following officers
were elected for the ensuing year: Hugh
E. Wall, president; Charles E. Hubbard,
vice-president; James Pitcher, secretarytreasurer.
Plans are being made for the fall meeting
of the Ohio Society which is to be held in
Dayton early in October.

The annual spring meeting of the Ohio
Society of Certified Public Accountants
was held jointly with the department of
accounting and commerce extension of the
Ohio State University, Columbus, Ohio,
at the university on May 20th and 21st.
Dr. Thomas L. Kibler, director of commerce
extension, presided. Dean Clyde O. Rug
gles delivered an address of welcome and

Pennsylvania Institute of Certified
Public Accountants
The thirtieth annual meeting of the
Pennsylvania Institute of Certified Public
Accountants was held at the Penn Athletic
dub, Philadelphia, June 14th. Luncheon
was served a t the dub at 1 p . m ., and the
annual meeting followed at 2 p . m .
Reports of officers and committees were
presented. The election of officers, council

COLUMBUS CHAPTER
The Columbus chapter of the Ohio
Society of Certified Public Accountants
held its annual meeting at the Y. M. C. A.,
Columbus, on May 6th. The following
officers were elected for the ensuing year:
A. L. Peters, president; Herman C. Miller,
vice-president; J. H. Baldwin, secretarytreasurer. W. D. Wall, president of the
Ohio Society, spoke on the subject, “Ac
countancy as a factor in community de
velopment.” Professor Howard C. Greer,
chairman of the department of accounting
of Ohio State University, gave a digest of
the new corporation act of Ohio.
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members and the appointment of committees
on nominations and professional ethics also
took place.
A banquet was held in the evening at
which the principal speakers were Joseph
E. Sterrett and George Wilkinson.
On the following day, June 15th, a golf
tournament was held. A silver cup was
donated by members of the Pennsylvania
Institute to be known as the “thirtieth
anniversary cup,” which is to be competed
for annually.

At the session on Saturday morning, May
it was resolved that a code of ethics
should be adopted and the chairman was
authorized to appoint a committee to draft
such a code to be presented at the annual
meeting in Richmond next September.
The committee appointed consisted of
Messrs. Pullen, Rawlings, Hilton, Sellers
and Dickerson.
B.
A. McKinney read a paper entitled
“A few points on fixed assets and their
treatment in balance-sheets.” The paper
was followed by a general discussion.
A report of the committee appointed on
the preceding day to draft a memorial to
the governor presented a memorial which
was unanimously adopted. The meeting
discussed the procedure which should be
followed with reference to assessments of
members. I t was resolved that the chair
man appoint a committee to devise ways and
means whereby the society might raise
funds.
A rising vote of thanks was given to the
entertainment committee for its efforts in
behalf of the visitors.
D. W. Springer, secretary of the American
Society of Certified Public Accountants,
addressed the meeting on the subject of
“Impatience and stick-to-it-iveness.”
Mr. Pullen of the legislative committee
stated that his committee would shortly
prepare a new C. P. A. bill for presentation
to the general assembly. I t was resolved
that two additional members should be
appointed to render assistance to the
committee.
The banquet took place at 8 o’clock in
the evening. The president introduced
W. P. Hilton, who in turn introduced
William H. West and A. P. Richardson,
respectively, president and secretary of the
American Institute of Accountants.
2 1 st,

Virginia Society of Public Accountants
A special meeting of the Virginia Society
of Public Accountants, Inc., was held at
the Cavalier hotel, Virginia Beach, Virginia,
May 20 and 21, 1927. The meeting was
called to order by Guy M. Scott, president
of the society. The minutes of the preced
ing meeting were read and approved. The
membership committee reported the receipt
of five applications for admission as fellows
and of eight applications from associates
for advancement to fellow membership.
There were also five applications for ad
mission as associates. All the applicants
were unanimously elected.
A report of the committee on legislation
was presented by the chairman, C. S. Gold
ston. After discussion the report was
accepted and the committee was congratu
lated upon the success of its efforts. A
committee of three was appointed to draft
a memorial to be presented to the governor
of Virginia relative to the appointment of
the state comptroller.
A report of the committee on constitution
and by-laws was presented by W. R. Tolleth.
After a discussion of the proposed constitu
tion and by-laws which resulted in a few
amendments, the articles as amended were
unanimously adopted.

STATE LEGISLATION
Alaska
A bill, known as house bill No. 63, to
amend the Alaska C. P. A. law was intro
duced in the territorial legislature but failed
to pass.

Legislation
of practising
of California
recent session
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to pass. The proponents of the measure
endeavored to secure the passage of an
amendment to the present accountancy act
which provided for the issuance of C. P. A.
certificates to all accountants in practice
in California for a period of five years before
the passage of the act. After a series of
amendments and attempted amendments
to the accountancy act of 1901 all legislation
affecting the practice of accountancy failed
to pass.
Florida
House bill No. 282 introduced in the
legislature of Florida, amending the C. P. A.
law of that state, was passed by both houses
and was approved by the governor. The
text of the law is as follows:
AN ACT TO AM END SECTIONS 2507, 2508,
2510, 2512, 2513 AND 5670 OF TH E
REVISED GENERAL STATUTES OF
FLORIDA, TO INCREASE T H E POWERS
OF T H E STATE BOARD OF ACCOUNT
ANCY AND TO EM POW ER TH E SAID
BOARD TO PROMULGATE AND E N 
FORCE RULES AND REGULATIONS FOR
T H E PRACTICE OF PUBLIC ACCOUNT
ANCY IN FLORIDA; TO PROVIDE THAT
T H E VIOLATION OF CERTAIN RULES
OR REGULATIONS PROMULGATED BY
T H E SAID BOARD BE A M ISDEM EAN
OR, AND TO PRESC RIBE PENALTIES
THEREFOR.

Section 2. T hat section 2508 of the revised gen
eral statutes of Florida shall be amended to read
as follows:
The state board of accountancy shall consist of
five persons appointed by the governor, each
of whom must hold a certificate as a certified public
accountant issued by the state board of accountancy.
Three of the said five members shall be those com
prising the state board of accountancy a t the date of
the passage of this act, each of whom shall com
plete his unexpired term and until their successors
have been appointed. Two additional members
shall be appointed by the governor immediately
on the passage of this act, one to serve for one year
and one to serve two years, and until their succes
sors are appointed.
Upon the expiration of the term of any of the
members of the said board, he shall serve until his
successor is appointed and each succeeding mem
ber shall serve for a term of three years.
The board shall organize by the election of the
necessary officers and may make and enforce rules
and regulations for carrying out the provisions and
requirements of this act.
A majority of the members shall constitute a
quorum for the transaction of business.
The board shall adopt a seal which shall be
judicially noticed. The board shall keep a record
of all proceedings and actions by and before the
board, and in any proceedings in court, a certificate
under the seal of the board shall be prima facie
evidence of any action or proceeding by or before
the board, stated in the said certificate.
The board shall be authorized to secure any pay
for any clerical assistants or any supplies necessary
to carry out the provisions of this act.
Section 3. T hat section 2510 of the revised
general statutes of Florida be amended to read:
The state board of accountancy shall charge for
the examination and certificate provided for in this
charter a fee of twenty-five ($25.00) dollars to meet
the expenses of such examination. The fee shall
be payable by the applicant a t the time of filing his
application. The state board of accountancy shall
report annually to the governor the names of all
persons receiving certificates or whose certificates
are registered or revoked and the receipts and ex
penses under this chapter. Out of the funds col
lected under this act as amended shall be paid the
actual expenses of the state board of accountancy
and an amount not exceeding ten ($10.00) dollars
a day to each member of said board for the time
actually expended in the pursuance of such duties
imposed by this act. Provided, th a t no expense
incurred under this act shall be a charge upon the
funds of the state.

Be it enacted by the Legislature of the state of
Florida:
Section 1. T hat section 2507 of the revised gen
eral statutes of Florida be amended to read as fol
lows:
T hat any resident of the state of Florida, being
over the age of twenty-one years, of good moral char
acter, being a graduate of a high school with a four
years’ course of study, or having had an equivalent
education, and who has had experience sufficient to
comply with the rules of the state board of account
ancy and shall have received from the state board
of accountancy a certificate of his qualifications
to practise as a public expert accountant, as here
inafter provided, shall be styled and known as a
certified public accountant; and th a t no other per
son shall assume th at designation, or use the abbre
viation “ C. P. A.,” or any words or letters to in
dicate th a t the person using the same is such cer
tified public accountant. Provided, however, th at
anyone holding a certificate as a certified public
accountant granted by another state may use the
letters “ C. P. A.” if he show immediately after them
the name of the state by which such certificate was
issued and if he comply with the requirements of
this act. For the purpose of this act a resident of
Florida is defined as one who has resided in Florida
for a t least twelve months immediately preceding
his application.

Section 4. T hat section 2512 of the revised gen
eral statutes of Florida be amended to read:
The state board of accountancy may, in its dis
cretion, waive the examination of any person
possessing the qualifications mentioned in section 1
of this act whose record and professional standing
are satisfactory to the said board, who shall have
practised public accounting for five years preceding
the passage of this act of which the three years
immediately preceding th at date shall have been in
Florida, and who shall apply in writing to the

10

Bulletin of American Institute of Accountants
said board of such certificate before December 31,
1927. Each such applicant shall pay a minimum
fee of twenty-five dollars.
The board may in its discretion grant a certificate
as a certified public accountant to such applicant
as is engaged in the internal revenue service of the
United States who has passed grade number eleven
as now established in that service and if he complies
with the other requirements of this act, and who is a
resident of Florida as defined in section 1, at the
date of passage of this act.
Section 5. That section 2513 of the revised
general statutes of Florida be amended to read as
follows :
The state board of accountancy by majority
vote thereof, shall permanently revoke or tempo
rarily suspend the effect of a certificate of any cer
tified public accountant or the certificate of au
thority of any public accountant who has been
convicted of a felony by the courts of this state,
or has been guilty of any fraud or deceit in obtain
ing such certificate, or who has been guilty of neg
ligence or wrongful conduct in the practice of pro
fessional accountancy. The board may promulgate
and may amend from time to time, canons of pro
fessional ethics, and may temporarily suspend
for a period not exceeding two years, the effect of
the certificate of any certified public accountant
or the certificate of authority of any public account
ant who violates such canons of professional ethics,
this power of suspension being in addition to, and
not in limitation of, the power to revoke or suspend,
heretofore provided in this section. Notice of the
cause for such contemplated action and the date of
hearing thereon by the board, shall be served upon
the holder of such certificate, a t least twenty days
before said hearing. No certificate issued under this
act shall be revoked, or the effect thereof suspended,
until the board shall have had such hearing, but the
non-appearance of the holder of any certificate
after notice as herein provided, shall not prevent
such hearing. The board shall employ its own
counsel, and the certificate holder shall also have
the right to be represented by counsel. By ma
jority vote the board may reissue the certificate
of any certified public accountant whose certificate
shall have been revoked, and may modify the
effect of the suspension of any certificate which has
been suspended. Any person not a citizen of the
United States, when he or she receives a certificate
issued under this act, shall have such certificate
revoked, unless within six years from the receipt
thereof, he or she shall become a citizen of the
United States.
Section 6. That section 5670 of the revised
general statutes of Florida be amended to read
as follows:
If any person shall represent himself to the
public as having received a certificate from the
state board of accountancy to practise as a certified
public accountant, or use the abbreviation "C. P. A.”
or any similar words or letters to indicate that the
person using the same is a certified public account
ant, or if any person or firm shall practise as a pub
lic accountant, without holding a valid certificate
of authority to practise issued under the provisions
of law, he shall be deemed guilty of a misdemeanor,

and upon conviction thereof shall be fined a sum
not exceeding five hundred dollars for each con
viction, or shall be imprisoned not exceeding six
months. In every case of conviction, under this
section, whether by plea of guilty or otherwise, the
cost of prosecution shall be taxed against the de
fendant. No corporation may practise in the state
of Florida as a certified public accountant or as
public accountants, nor describe themselves as
certified public accountants or public accountants.
The display of a card, sign, advertisement, or the
issuance of a letterhead, bearing a person’s name as
a practitioner of public accounting, as described in
section 7, shall be presumptive evidence by implica
tion in any hearing or prosecution against such per
son, that the person whose name is so carried thereon
is responsible for the same, and that he or she is
announcing himself or herself thereby to practise
public accounting. In any hearing or prosecution
under this act, the proof of a single act prohibited by
law, shall be sufficient without proving a general
course of conduct.
Section 7. When used in this act, the term
“public accountant” is one who without a certificate
as a certified public accountant from the state
board of accountancy holds himself out to the pub
lic as practising accountancy, or who maintains an
office for the transaction of business as an account
ant, or who prepares, or offers to prepare, for clients
any reports of audits or any other financial state
ment. When used in this act, the term “certified
public accountant” is one who holds a certificate
from the state board of accountancy.
Section 8. The board may issue a certificate of
authority to practise as a public accountant to
each applicant before January 1st, nineteen hundred
twenty-eight, who furnished satisfactory evidence
that he or she was maintaining an office in the state
for the practice of public accounting on his or her
own account, at the date of the passage of this act,
or, that he or she had been in responsible charge of
accounting engagements as an employed member of
the staff of a certified public accountant, or of
a public accountant, or of a firm of public account
ants.
The board shall require the same information
from each applicant for a certificate of authority
as it requires from an applicant for a certificate as
a certified public accountant. Applicants for
certificates of authority shall comply with the
requirements of this act and the rules of the board
in so far as they are applicable. No certificate of
authority shall be granted after December 31, 1927.
Certificates of authority confer the legal right to
practise as a public accountant, but do not confer
any added designation.
Section 9. The board shall, in December of each
year, issue a registration card to any holder of
C. P. A. certificate, or to any holder of a certificate
of authority, who has complied with the require
ments of this act, which card shall be good until
December 31st of the next succeeding year, charging
therefor a fee of ten dollars per year. A registration
card shall also be issued to any individual or firm
which has complied with the provisions of sections
one or two of this act, for which a fee of ten dollars
be charged. Interim registrations shall be issued
to individuals and firms who have complied with the
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provision of this act within the year. Failure to
secure a registration card in any year shall not
disqualify the holder of a certificate from securing
a card for a future year, if the certificate holder
decides to return to the practice of public account
ing; and shall not operate to revoke a C. P. A. cer
tificate or certificate of authority once issued, but
shall remove the holder thereof from those regis
tered and authorized to practise during the year.
When registration cards are secured after Decem
ber 31st of each year, such individuals shall not be
subject to the penalty prescribed in section 6, pro
vided the cards were secured prior to charges having
been preferred against such individuals, that they
were practising unlawfully.
Section 10. The state board of accountancy
herein provided for may in its discretion establish
such rules and regulations as to the publication of
lists of the certified public accountants and public
accountants residing and doing business in the state
of Florida holding certificates provided for here
under, as may be in their judgment for the best
interests of the profession of public accountancy as
practised in the state of Florida hereunder, and may
provide for the expense necessary to the registra
tion and publication of such lists. And no person
may legally practise the profession of certified
public accountant or public accountant in the
state of Florida who has not secured proper cer
tificate provided for in this act, except that tem
porary card may be issued by the board to any cer
tified public accountant holding certificates from
another state desiring to work temporarily in Flor
ida. Anyone violating this provision shall be held
guilty of a misdemeanor and shall be subject to the
penalties described in section 6 of this act.
Section 11. All persons practising individually
or under an assumed name, and all firms engaged in
public accounting in the state of Florida, as defined
in this act, at the date of the passage of this act,
and intending to continue so to practise, must
register with the board before October 1, nineteen
hundred twenty-seven, giving the names and
addresses of every person practising as principal
or under such assumed names, the names and
addresses of every member of the firm together
with the names and addresses of all persons in their
employ in the state at that date who holds C. P. A.
certificates. A charge of ten dollars shall be made
for this registration.
Section 12. The state board of public account
ancy hereby provided for shall prescribe such
standards of professional conduct and such reason
able rules defining ethical practice of profession of
public accountancy as they may in their judgment
deem to be for the best interests of said profession,
and shall provide for the printing and publication
of such rules to be used in connection with blank
applications for examination provided herein and
such proper affirmation or oath in connection there
with as shall in their judgment properly provide
for ethical conduct by applicants for examination.
Section 13. In any receivership, trusteeship or
composition of creditors, operating under the
authority of the courts of Florida, a public ac
countant, certified public accountant, or firm of
either class, shall have a preferred claim for his,
her or its fees for services rendered the person or
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firm which is the subject of the receivership,
trusteeship or composition during a period of ninety
days immediately prior to the date of the commence
ment of such receivership, trusteeship or composi
tion.
Section 14. If any person acting in the capacity
of an accountant shall wilfully make any false or
misleading statement in writing in regard to any
financial transaction or account, such person shall
be deemed guilty of a misdemeanor and upon con
viction thereof shall be punished by a fine not ex
ceeding $500.00 or by imprisonment not exceeding
six months or by both fine and imprisonment in the
discretion of the court.
Section 15. All statements, records, schedules
and memoranda made by a public accountant or a
certified public accountant, or by an employee or
employees of a public accountant or certified pub
lic accountant, incident to or in the course of pro
fessional service to clients by such public accountant
or certified public accountant, except reports sub
mitted by a public accountant or certified public
accountant to a client, shall be and remain the prop
erty of such public accountant or certified public
accountant in the absence of an express agree
ment between the public accountant or certified
public accountant and the client to the contrary.
Section 16. No person, partnership or firm may
temporarily practise as a public accountant in this
state, unless he or it has obtained from the state
board of accountancy a license to do so, for which
the fee shall be ten dollars. Such licenses may be
granted at the discretion of the said board only
to persons or to partnerships or firms, the members
of which hold certified public accountants’ cer
tificates issued under the laws of another state, or
a certificate as a chartered accountant issued in a
foreign country, and shall be valid for ninety days
only after the date of its issue and shall be granted
only for specific engagements secured by the appli
cant therefor outside the state of Florida.
Section 17. In the courts of the state of Florida,
no certified public accountant or public accountant
shall be permitted to disclose information ob
tained in the conduct of any examination, audit
or other investigation, made in a professional ca
pacity, or which may have been disclosed to such
accountant by a client, without the consent in
writing of such client or his, her or its successors,
or legal representatives.
Section 18. The holder of a valid certificate
granted by this state, who is duly registered with
the state board of accountancy as herein provided,
shall be exempt from jury duty.
Section 19. If any provision of this act, or the
application thereof to any person or circumstances,
is held invalid, the remainder of the act and the
application thereof to other persons or circumstances
shall not be affected thereby.
Section 20. All acts or parts of acts in any wise
inconsistent herewith are hereby repealed.
Section 21. This act shall become effective thirty
days after becoming a law.
Approved by the governor June 1, 1927.
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Kansas
House bill No. 170, referred to in the
February Bulletin, relating to the officers,
directors and employees of banks, pre
scribing that one of such number shall have
sufficient knowledge of accounting to recon
cile accounts and arrive at a balance was
killed in the house.

monwealth, would not be liable to taxation, except
shares in national banks and voluntary associations,
trusts and partnerships.
(c) Its real estate, machinery, merchandise and
other tangible property situated in another state
or country, except such p art thereof as represents
the interest of a mortgagee.
(d) If any portion of its cash and accounts and
bills receivable, excluding notes, is attributable to
an office outside the commonwealth, the same pro
portion of its cash and accounts and bills receivable,
excluding notes, which its real estate, machinery
and merchandise situated in another state or coun
Massachusetts
try bear to its total real estate, machinery and
House bill No. 505 intended to create a merchandise, to the extent th at such proportion
fairly represents, in the judgment of the com
board of tax appeals and house bill No. 510, missioner,
the amount which is properly allocable
relating to the definition of net income as to such other state or country.
applied to the taxation of banks and foreign
If by reason of recent organization, or otherwise,
and domestic business corporations, have the corporation is not required to make to the com
a return of net income for a taxable year,
been referred to the next annual session of missioner
the value of the corporate excess shall be determined
the legislature. House bill No. 506 was as of the first day of April when the return called
approved by the governor and became chapter for by section thirty-five is due.
4.
"Corporate excess employed within the com
258 of the laws of 1927. The text is as fol
monwealth” by a foreign corporation, except as
lows:
hereinafter provided, such proportion of the fair
value of its capital stock on the last day of the
AN ACT RELATIVE TO TH E TAXATION OF
taxable year as defined in paragraph numbered six
BUSINESS CORPORATIONS
of this section, as the value of the assets, both real
Section 1. Section thirty of chapter sixty-three and personal, employed in any business within the
of the general laws, as amended by chapter three commonwealth on th at date, bears to the value of
hundred and two of the acts of nineteen hundred the total assets of the corporation on said date,
and twenty-two, by section three of chapter two less the value of the following on such date:
(a) Works, structures, real estate, motor ve
hundred and fifty-four and by section five of chapter
four hundred and thirty-eight, both of the acts of hicles, machinery, poles, underground conduits,
nineteen hundred and twenty-three, by section two wires and pipes owned by it within the common
of chapter twenty-six of the acts of nineteen hundred wealth subject to local taxation, except such part
and twenty-four, by section one of chapter two of said real estate as represents the interest of a
hundred and sixty-five, by section one of chapter mortgagee.
(b) Securities held in the commonwealth, the
three hundred and one and by section one A of
chapter three hundred and forty-three all of the income of which, if any, if received by a natural
acts of nineteen hundred and twenty-five, and by person resident therein, would not be liable to taxa
sections four and five of chapter two hundred and tion, except shares in national banks, voluntary
seventy-nine of the acts of nineteen hundred and associations, trusts and partnerships. In de
twenty-six, is hereby further amended, by striking termining the proportion of assets employed within
out paragraphs (3) and (4) and inserting in place the commonwealth, the commissioner may include
such bank deposits in other states as are employed
thereof the following new paragraphs:
3.
"Corporate excess,” in the case of a domestic principally in the conduct of the business in the
business corporation, except as hereinafter provided, commonwealth.
If by reason of recent organization, or otherwise,
the fair value of its capital stock on the last day of
the taxable year as defined in paragraph numbered the corporation is not required to make to the com
six of this section, less the value of the following on missioner a return of net income for a taxable year,
the value of the corporate excess employed in this
such date;
(a) The works, structures, real estate, motor commonwealth shall be determined as of the first
vehicles, machinery, poles, underground conduit, day of April when the annual return called for by
wires and pipes owned by it within the common section forty is due.
wealth is subject to local taxation, except such part
Section 2. Said chapter sixty-three is hereby fur
of said real estate as represents the interest of a ther
amended by striking out section thirty-one and
mortgagee. The term “real estate,” as used in inserting in place thereof the following:
this subdivision and in subdivision (a) of para
Section 31. In determining the corporate excess
graph four of this section shall include the corpora
tion’s interest as lessee in such buildings on land held of a domestic business corporation, or the corporate
under a lease as by the terms of the lease are the excess employed within the commonwealth by a
property of and may be removed by the lessee and foreign corporation, the surplus and undivided
such buildings, for the purposes of said subdivisions profits shall be included in estimating the value of
and of sections fifty-five and fifty-seven, shall not the capital stock, and there shall not be deducted
the value of shares in national banks and in volun
be deemed real estate of the lessor.
(b) Securities, the income of which, if any, if tary associations, trusts and partnerships, nor of
received; by a natural person resident in this com other securities the income of which, if owned by
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a natural person resident in this commonwealth,
would be liable to taxation, nor shall there be de
ducted the value of any shares of stock of the cor
poration itself owned directly or indirectly by
it or for its benefit; and the commissioner in de
termining for the purposes of taxation the value of
the corporate excess of, or corporate excess em
ployed within the commonwealth by any such
corporation, shall not take into consideration any
debts of the corporation unless he is satisfied that
no part of such debts was incurred for the purpose
of reducing the amount of taxes to be paid by it,
and, in the case of a corporation which is a sub
sidiary of another corporation or closely affiliated
therewith by stock ownership, th at such debts
represent only the fair value of the property or
services given therefor.
Section 3. Said chapter sixty-three is hereby
further amended by striking out section thirty-two,
as amended by section one of chapter four hundred
and twenty-four of the acts of nineteen hundred
and twenty-three and by section six of chapter
three hundred and thirty-eight of the acts of nine
teen hundred and twenty-six, and inserting in
place thereof the following:
Section 32. Except as otherwise provided in
section thirty-four, every domestic business cor
poration shall pay annually, with respect to the
carrying on or doing of business by it, an excise
equal to the sum of the following, provided, th at
every such corporation shall pay annually a total
excise not less in amount than one-twentieth of
one per cent. of the fair value of its capital stock on
the day fixed for determination of the value of its
corporate excess:
(1) An amount equal to five dollars per thousand
upon the value of its corporate excess.
(2) An amount equal to two and one-half per
cent. of its net income determined to be taxable in
accordance with the provisions of this chapter.

Section 5. Section fifty-seven of said chapter
sixty-three, as amended by section seven of chapter
two hundred and seventy-nine of the acts of nine
teen hundred and twenty-six, is hereby further
amended by inserting after the word “ corporation”
in the third line the words: subject to the franchise
tax imposed by section fifty-eight and—so as to
read as follows:
Section 57. If the value of the works, structures,
real estate, motor vehicles, machinery, poles, under
ground conduits, wires and pipes of a corporation
subject to the franchise tax imposed by section
fifty-eight and subject to local taxation within the
commonwealth, as determined by the commissioner,
is less than the value thereof as determined by the
assessors of the town where it is situated, he shall
give notice of his determination to such corpora
tion; and, unless within one month after the date
of such notice it applies to said assessors for an
abatement, and, upon their refusal to grant an abate
ment, prosecutes an appeal under section sixty-four
of chapter fifty-nine, giving notice thereof to the
commissioner, the valuation of the commissioner
shall be conclusive upon said corporation.
Section 6. This act shall take effect January
first, nineteen hundred and twenty-eight. Ap
proved by the governor, April 15, 1927.

New Hampshire
House bill No. 303 introduced in the
legislature of New Hampshire was approved
March 1st and became chapter 34 of the
laws of 1927. The text follows:
AN ACT RELATING TO TH E POWERS AND
DUTIES OF TH E COMMISSIONER OF
AGRICULTURE AS TO COOPERATIVE
M A RKETING ASSOCIATIONS
1. Coöperative marketing associations, organi
zation. Amend chapter 224 of the public laws by
adding after section 6 the following new section:
6-a. Commissioner of agriculture. The commis
sioner of agriculture may give assistance in the
organization, or reorganization, of cooperative
associations and may, by general or specific order,
require any such association doing business in this
state or in the process of organization to file with
the department a report of its promotion and or
ganization expenses.
2. By-laws. Copy filed. Amend chapter 224
of the public laws by adding after section 10 the
following new section: 10-a. Commissioner of
agriculture. The commissioner of agriculture may
by general or specific order require any such asso
ciation doing business in this state to file with the
department a certified copy of its by-laws.
3. Association contracts. Copy filed. Amend
chapter 224 of the public laws by adding after
section 31 the following new section: 31-a. Com
missioner of agriculture. The commissioner of
agriculture may by general or specific order require
any such association doing business in this state
to file with the department a certified copy of any
marketing contract or agreement between the asso
ciation and its members or patrons.

Section 4. Section thirty-nine of said chapter
sixty-three, as amended by section three of chapter
four hundred and twenty-four of the acts of nineteen
hundred and twenty-three, by section three of
chapter twenty-six of the acts of nineteen hundred
and twenty-four and by section seven of chapter
three hundred and thirty-eight of the acts of nine
teen hundred and twenty-six, is hereby further
amended by striking out the paragraph included
in the first twelve lines of said section thirty-nine,
as appearing in said section three of said chapter
twenty-six, and inserting in place thereof the
following:
Section 39. Except as otherwise provided herein,
every foreign corporation shall pay annually, with
respect to the carrying on or doing of business by
it within the commonwealth, an excise equal to the
sum of the following, provided th at every such cor
poration shall pay annually a total excise not less
in amount than one-twentieth of one per cent. of
such proportion of the fair value of its capital stock
as the assets, both real and personal, employed in
any business within the commonwealth on the day
fixed for determination of the value of the corporate
excess employed within the commonwealth bear
to the total assets of the corporation employed in
business on said dates.
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4.
System of accounting. Reports, etc. Amend at least one hundred members in the case of asso
chapter 224 of the public laws by adding after sec ciations of five hundred or more members or stock
tion 39 the following new section: 39-a. Com holders.
missioner of agriculture. The commissioner of
5.
Takes Effect. This act shall take effect upon
agriculture may by general or specific order pre its passage. Approved March 1, 1927.
scribe comprehensive systems of accounting for
such associations doing business in this state and
Tennessee
may require any such association to render reports,
in form indicated by him, which shall state the
A
bill
(house
No. 623) introduced in the
nature and volume of business, resources, liabilities,
profits, losses and any other facts bearing upon the legislature of Tennessee providing for the
financial condition of the association. The com amendment of the present act creating a
missioner may investigate the management of any state board of accountancy was not passed.
such association doing business in this state and
may make the facts, relating to said management,
West Virginia
available to the members or stockholders of the
association; provided, that a request for such in
The legislature of West Virginia adjourned
vestigation has been filed with the department,
signed by at least twenty per cent. of the members May 3rd. House bill No. 148, to amend and
or stockholders in the case of associations of less re-enact the present C. P. A. law of that
than five hundred members or stockholders and by state, was killed in the house.

OBITUARY
J. Thompson Cook
J. Thompson Cook, a member of the
American Institute of Accountants since

1916, died at his home in Larchmont, New
York, on May 1, 1927. Mr. Cook was a
member of the firm of Harris, Kerr & Cook.

HERE AND THERE
George F. Horn announces the dissolu
tion of the partnership of Horn & Weiss.
Mr. Horn will practise at 32 Broadway,
New York.

Francis H. Black and Harold I. Hanson
announce that they have formed a partner
ship in the cities of Winnipeg, Fort William
and Port Arthur under the firm name of
Black, Hanson & Co. By mutual arrange
ment Black, Hanson & Co. will represent
Macintosh, Cole & Robertson in those
cities, while Macintosh, Cole & Robertson
will represent Black, Hanson & Co. in
Montreal and Toronto.

Townsend, Dix & Pogson, 280 Broadway,
New York, announce the admission of
the following members of their staff as
junior partners: Paul D. Chase, John
B. Clifford, Meredith B. Lovelace, Ernest
Shaw, Elmer O. Gray and James B. Smith.
The firm name remains unchanged.

Alfred H. Coe announces the formation of
a partnership with Alexander O. Campbell
and the continuation of practice under the
firm name of Coe, Campbell & Co., at 4154
du Pont building, Wilmington, Delaware.

Frank J. Pekar and William W. Head
announce the formation of a partnership
with offices at 607-8 Olympia building,
Miami, Florida.
O. F. Weber, F. L. Hoffman, D. M. Millholland and J. H. Lasry announce the
formation of a partnership under the name
of the Western Audit Company, with offices
located at 212 Bryan Court building, Fort
Lauderdale, and at 269 Halcyon arcade,
Miami. The offices are in charge of F. L.
Hoffman and O. F. Weber, respectively.

Paul A. Cullinan and John J. Helmus,
New York, announce the dissolution of the
partnership of Cullinan & Helmus.
Paul A. Cullinan and Charles A. Secor
announce the formation of a partnership
under the firm name of Cullinan, Secor &
Co., with offices at 565 Fifth avenue, New
York.
15
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Walter P. Kohr announces the opening
of an office in the Story building, Los
Angeles.

Walter A. Levy, New York, spoke to the
Seward Park high school students, March
23rd, on “Accountancy as your profession.”

M. S. Kuhns announces his retirement
from active practice. The firm of M. S.
Kuhns & Co. will continue its offices at
11 South La Salle street, Chicago, and 110
East 42nd street, New York, as heretofore.

At a joint convention of the New York
and New Jersey State Laundryowners
Association at the Hotel Pennsylvania,
April 20th, 21st and 22nd Samuel Newber
ger, New York, spoke on “Cost reduction
in the laundry industry” and “Eliminating
waste and mismanagement in the laundry
industry.”

Miller, Franklin, Basset & Co. and Chris
tian Djorup & Co. announce a combination
of their offices and staffs with the principal
office at 347 Madison avenue, New York.
The personnel of both companies will re
main the same.

During May, Reynold E. Blight, Los
Angeles, spoke on “Education,” before the
Masters and Wardens Association of Fresno,
California, and an educational conference
in Detroit, Michigan. Mr. Blight addressed
the Palestine Veterans, also of Detroit,
on “Trends of history” and spoke at several
Shrine ceremonials on “Charity.”

Zivel B. Niden and Nieman & Newberg
announce the consolidation and continua
tion of their practices under the firm name
of Nieman, Newberg & Niden at 303 Fifth
avenue, New York.

Richard H. Browne addressed the house
directors of teachers’ college of Columbia
University April 28th on “Uniform ac
counts for dormitories and cafeterias.”
Mr. Browne is serving as a member of the
committee on arbitration of the Society of
Certified Public Accountants of the State of
New Jersey.

Thomas & Moore announce the admission
to partnership of John Cummings, and the
opening of offices in suite 934, Hunter-Dulin
building, Sutter and Montgomery streets,
San Francisco.

An address entitled, “The value and in
terpretation of financial statements” which
Andrew Stewart, New York, made before
the New York Credit Men’s Association
was published in The American Accountant
for April.
_____

Samuel J. Wortzel & Co. announce the
removal of their offices to rooms 712-722,
Union building, 9 Clinton street, Newark,
New Jersey.
Andrew Blass, Pittsburgh, is the author
of an article entitled, “More about publicity
of corporate affairs,” which appeared in
the Pittsburgh Accountant for April.

Louis Toth, New York, is the author of
chapter XIX, “Restaurant costs and ac
counting,” and chapter XX, “Food cost
accounting,” in J. O. Dahl’s book on Res
taurant Management published in April by
Harper Brothers.

W. H. Brown, Los Angeles, spoke on “The
balance-sheet” to a class in commerce and
finance of the University of Southern Cali
fornia, Los Angeles, April 19th.

C. B. Williams, Cleveland, addressed
the American Plan Association of that city,
May 23rd, on the benefits to be derived from
a cost system.

Richard FitzGerald, Detroit, spoke at a
meeting of the local Kiwanis Club, April
12th, on the “General theory of taxation.”
Mr. FitzGerald is a member of the nomina
tion committee of the board of commerce in
Detroit.

At a meeting of the Los Angeles chapter
of the National Association of Cost Ac
countants, April 19th, Walter C. Wright of
that city spoke on “The labor account.”
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the cup known as the Missouri golf trophy,
which was presented by the Missouri
Society of Certified Public Accountants in
1925. Last year the cup was won by the
New York team.
An all-day session of the Institute will
take place September 20th. Business will
occupy the morning and in the afternoon
Robert H. Montgomery will read a paper
entitled Accountants' Limitations.
Another all-day session will be held on the
21st, when officers, members of council,
etc., will be elected. An address will be
delivered in the afternoon by Henry Rand
Hatfield.
The annual banquet of the Institute
will take place Wednesday evening, and
several prominent men will speak at that
time.
While at Del Monte the members will be
taken on the famous seventeen-mile drive
around Monterey peninsula. An oldfashioned Mexican barbecue may be ar
ranged, and it is planned to have a tea for
the ladies at Pebble Beach lodge.
On Thursday, September 22nd, after
the usual meeting of council in the morning,
the party will proceed to Los Angeles, where
further entertainment will be provided by
the accountants of that city. At the con
clusion of the week-end there, the special
train will commence its journey back to
Chicago, by way of the Grand Canyon.

Members and associates of the Institute
have received a notice from the Raymond &
Whitcomb Co., giving details of plans for
a special train for Institute members and
their guests, which will be chartered for the
annual meeting at Del Monte if enough
reservations are obtained. This notice in
cludes a complete itinerary and an estimate
of the necessary expenses. Many reserva
tions on the train have already been made
and members who wish to travel from
Chicago with the official Institute party are
urged to communicate at an early date with
the offices of the Institute or with the nearest
office of the Raymond & Whitcomb Co.
The committee on meetings is already
engaged in arranging entertainment for
the members at Del Monte. Accountants
in San Francisco are planning a buffet
luncheon for Saturday, September 17th,
the day on which the special train is sched
uled to arrive there, and a dinner at the
Bohemian club the same evening. On
Sunday, the 18th, it is planned to take
the visiting members on a trip up Mount
Tamalpais.
On Monday, September 19th, at Del
Monte there will be meetings of council
and of members of boards of accountancy.
Probably a golf tournament will be held
that afternoon, including the annual contest
between four-man teams of Institute mem
bers, representing local organizations, for
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Accountant’s Ownership of Working
Papers Upheld
A decision has been handed down by the
supreme judicial court of Massachusetts in
the case of Ipswich Mills v. Dillon with re
gard to the proper ownership of an ac
countant’s working sheets composed in the
process of accounting service to a client.
This case was originally heard in the Suffolk
superior court and the decision was adverse
to the accountant, holding substantially
that working sheets were the property of the
client, although the accountant was entitled
to make copies of them and was to be pro
tected by bond against their destruction.
The matter was considered to be of vital
interest to the profession and the American
Institute of Accountants undertook to
prosecute an appeal of the case on behalf
of the accountant. The cooperation of
the Massachusetts Society of Certified
Public Accountants was offered, and briefs
were written and oral argument made by
counsel for the Institute working with coun
sel for the Massachusetts Society. The ar
gument before the supreme judicial court
took place in March, 1927. The text of
the decision follows:

All the papers involved which were in the de
fendants’ possession were produced by them a t the
trial. They were examined by the parties, grouped,
initialed and impounded, awaiting the final de
cision of the case.
Group A consisted of papers th at originated in the
plaintiff’s office or in the office of its selling agents
or of someone associated with them, including papers
relating to the 1917 federal tax return of the plaintiff.
The defendants conceded th at the plaintiff is the
owner of these papers in group A and entitled to
possession of them. Group B included copy of the
amended federal tax return of the plaintiff for the
year 1918, and certain papers (not work sheets)
relating thereto. In group C there were copies of
the plaintiff’s tentative and amended tax return
for 1919 with work sheets and correspondence in
connection therewith. In group D were papers
and work sheets of the revaluation of the plaintiff’s
plant assets. The papers in group E were the de
fendants’ work sheets of their July, 1922, report.
Group F included papers, reports, returns, copies,
work sheets, data, correspondence and memoranda
respecting the tax case, together with some letters
originating in the plaintiff’s office.
I t was found by the trial judge th at work sheets
meant papers on which original compilations, com
putations and analyses are made by accountants,
which later are gathered together in a summary
form and the figures rendered in a schedule, exhibit,
report or return upon which the accountan t is work
ing. The judge ruled th at the plaintiff was the
owner of the papers in groups B, C, D and E, and
entitled to the immediate possession of them, the
defendants being entitled to take and preserve
such photostatic copies as they desired. W ith
reference to the papers initialed F, the judge ruled
th a t the parties were jointly interested in these
particular papers, with the right in the plaintiff
to take them temporarily from the defendants.
An order for a decree was made. The case was then
reported to this court.
Concerning the papers marked B which consist of
“copy of amended federal tax return of the plaintiff
for 1918 and certain papers (not work sheets)
relating thereto” the judge found “the defendants
were under employ as accountants—auditing,
checking up and verifying, and making a research
for the original costs of the plaintiff’s plant assets
then in use and applying depreciation figures de
cided upon by the directors with respect to the
different classes of property. I t was work of a
character requiring accounting skill and experience,
and good judgment in reaching sound and de
pendable conclusions where original entries were
obscure or vouchers missing. I t was fully paid for
by the plaintiff.” We assume th at the original
tax return was delivered to the plaintiff and the copy
of this return retained by the defendants. The
defendants were not the agents or servants of the
plaintiff, they were independent contractors. In
the making of the documents and papers and in col
lecting the information involved in them, the de
fendants were independent accountants engaged
in their own occupation. See Pearl v. West End
Street Railway, 176 Mass. 177,179; Leverone v.
Arancio, 179 Mass. 439, 443. They had the right to
make and retain copies of the tax return. I t might
be necessary to have possession of the copies if the
accuracy of their work was questioned. There

SUPREME JUDICIAL COURT OF THE
COMMONWEALTH OF MASSACHUSETTS
Decision
Ipswich Mills v. Wm. Dillon et al
Carroll, Judge:
The question involved in this suit in equity is the
ownership of certain papers. The plaintiff is a
manufacturer of hosiery. The defendants are
accountants, father and son who have been partners
since January 1, 1921. In 1912 or 1913 the father,
and later the firm, were employed by the plaintiff
as accountants to make an annual audit, to prepare
tax returns, and to perform services on matters of
bookkeeping, cost accounting and statements for
banks. This employment continued until Decem
ber, 1925. In 1922 or 1923 the defendants were
employed to conduct a federal tax case before the
bureau of internal revenue as attorneys in fact for
the plaintiff. While a federal revenue agent was
making an examination of the plaintiff’s returns
for the years 1922, 1923 and 1924 he was sent by
the plaintiff to the defendants to examine certain
papers in their possession relating to the plaintiff’s
affairs, more particularly the defendants’ “work
sheets” relating to the revaluation of the plant
assets and to certain adjusted inventories developed
in their work on the tax case. The defendants
refused the revenue agent access to these papers.
On January 6, 1926, the plaintiff demanded of the
defendants "all papers in your possession belonging
to Ipswich Mills.” No papers were delivered and
this suit was instituted.
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was nothing in the contract of employment which
required the defendants to surrender this copy and
in the absence of such an agreement they could not
be compelled to surrender it. The other papers
relating to the federal tax return of 1918 mentioned
in group B, we understand are office copies of
letters sent by the defendants. The defendants
could retain copies of these letters as well as copies
of the schedules which are indicated by the evidence
as being a part of the “papers relating thereto.”
This copy of the return and the papers relating
thereto may have contained information of impor
tance to the plaintiff. The right of the plaintiff
to restrain its publication is not before us. Even
if it be assumed that the defendants could be en
joined from publication of the contents of these
papers, the title to them was in the defendants.
Group C consisted of (1) carbon copies of letters
from the defendants to the plaintiff; (2) original
letters from the plaintiff to the defendants; (3)
original letters to the defendants from the plaintiff’s
attorneys; and (4) carbon copies of letters from the
defendants to the collector of internal revenue.
The carbon copies of the defendants’ letters to the
plaintiff were the property of the defendants. The
plaintiff did not own these copies and was not en
titled to their possession. The contract of employ
ment did not require the defendants to furnish these
copies to the plaintiff.
The original letters from the plaintiff to the de
fendants belonged to the defendants. They were
the recipients and therefore owned them. It
was decided in Baker v. Libbie, 210 Mass. 599, 606,
after an exhaustive review of the authorities that
as a general rule the publication of letters may be
restrained by the author, but in the absence of some
special arrangement the recipient of the letter is the
owner. “The author parts with the physical and
material elements which are conveyed by and in the
envelope. These are given to the receiver. The
paper upon which the letter is written belongs to
the receiver. Oliver v. Oliver, 11 C. B. (n. S.) 139;
Grisgby v. Breckenridge, 2 Bush 480, 486; P ope v.
Curl, 2 Ark. 341; Werckmeister v. Am erican Litho
graphic Co., 142 Fed. Rep. 827, 830. A duty of
preservation would impose an unreasonable burden
in most instances. It is obvious that no such obli
gation rests upon the receiver, and he may destroy
or keep at pleasure.” The same principle is appli
cable to the letters sent from the plaintiff’s attorneys
to the defendants. As the defendants were the
receivers of these letters they were the property of
the defendants.
The carbon copies of the defendants’ letters to
the collector of internal revenue did not belong
to the plaintiff. Whatever right it may have to
examine these copies, or take copies of them, which
point we are not called upon to decide, the de
fendants’ copies did not belong to the plaintiff;
they were owned by the defendants. The fact
that the copies of these letters concern the plaintiff
is not a sufficient reason for depriving the de
fendants of their property. In writing the letters
the defendants were not the plaintiff’s servants.
In group C there are copies of federal tax returns.
These, as we understand from the record, were the
defendants’ office copies. The record shows that
copies of all returns and schedules prepared by the
defendants for the plaintiff were sent to the plaintiff.
Even if the plaintiff has a right to require further

copies, a question not involved in this suit, it has no
right to demand of the defendants the surrender of
these office copies. They were the property of the
defendants.
The work sheets, as defined by the trial judge,
were the defendants’ property. They were made
by them while engaged in their own business. The
paper on which the computations were made
belonged to them. They were not employed to
make these sheets. The sheets were merely the
means by which the work for which the defendants
were employed might be accomplished. The title
to the work sheets remained in the defendants
after the computations were made. In the absence
of an agreement that these sheets were to belong
to the plaintiff, or were to be held for it, they
were owned by the defendants. I t may be that
these papers contained information confidential
in its nature and of importance to the plaintiff
but the defendants did not receive this information
as the plaintiff’s servants. It has been held that
plans prepared by an architect employed for that
purpose belong to the one for whom they are made.
Walsh v. St. L ouis E xposition & M usic H all Associa
tion, 101 Mo. 534, 535; Gibbons v. Pease [1905], 1 K.
B. 810. See K u tts v. Pelby, 20 Pick 65, 66. But it
has never been decided so far as we know that the
preliminary plans and sketches of an architect belong
to the person by whom the architect is employed;
see in this connection Rutan v. Coolidge, 241 Mass.
584; nor has it been held so far as we are aware that
the preliminary sketches and drawings of an artist
employed to paint a portrait belong to the sitter;
or that memoranda made by a physician of his
examination of a patient, or the notes and records
of a lawyer, his preliminary drafts of legal documents
or his minutes of testimony, belong respectively to
the patient or client. See Anonym ous Case, 31
Maine 590; In re Wheatcroft, 6 Ch. D. 97. As to
property rights in a negative where a photograph is
taken for pay in the usual course, see Boucas v. Cooke
[1903], 2 K. B. 227,238; Pollard v. Photographic Co.,
40 Ch. D. 345. The interest of the plaintiff in the
information collected and copied by the defendants
and the confidential nature of this information do not
give title to the plaintiff of the defendants’ working
papers. They were made by the defendants solely
for their own assistance in preparing the tax return.
With reference to group F, the letters addressed
to the defendants, copies of letters written by the
defendants, copies of returns furnished to the
plaintiff, and work sheets relating to the tax case,
are the sole property of the defendants, and this is
true of the papers and reports collected by the de
fendants in the preparation of the tax case. The
plaintiff is not jointly interested with the defendants
in these documents. We do not understand that
any of these reports, papers and returns were
property of the plaintiff which had been placed in
the defendants’ custody by the plaintiff or merely
delivered to the defendants. If there are any papers
belonging to the plaintiff which were lent to the
defendants, the plaintiff is entitled to them; but
as we construe the record, the papers referred to in
group F were gathered and collected by the de
fendants in the course of their business, and were
not papers of the plaintiff placed by it in the de
fendants’ possession.
On the record of the evidence disclosed in this
case the defendants were under no legal obligation
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Meeting of Accountants in Vancouver

to surrender their working sheets or other papers to
the plaintiff. The testimony of Leonard and Dillon
does not prove that the defendants gave the plaintiff
any right or title in them. It is apparent that at
one time papers in the possession of the defendants,
including their working papers, were turned over to
the plaintiff, for which receipts were given by the
plaintiff to the defendants. These papers were
again returned to the defendants. The plaintiff
contends that by this transaction the plaintiff’s
rights of property and possession of all these papers
were settled. Dillon testified that these papers
were merely lent to the plaintiff. An investigation
of the letters and receipts, and an examination of
the record do not satisfy us that the defendants in
placing these documents in the possession of the
plaintiff intended to part with their title and prop
erty in them.
It follows that the papers in group A belong to
the plaintiff. The other papers and documents
belong to the defendants. A decree is to be entered
for the plaintiff, directing that the plaintiff is the
owner and entitled to immediate possession of the
documents described in group A.
Ordered accordingly.

The eighth annual joint meeting of the
Washington Society of Certified Public
Accountants, the Oregon Society of Certi
fied Public Accountants and the Institute
of Chartered Accountants of British Colum
bia, was held at Vancouver, B. C., on Friday,
June 24th.
Those in attendance met for breakfast
at the new Georgia hotel at nine o’clock.
The rest of the morning was devoted to
golf and to a motor trip to Grouse mountain,
where luncheon was served at the Grouse
Mountain Chalet. The party returned to
Vancouver and proceeded to the Point Grey
golf club for dinner, dancing and bridge.
About 125 persons attended the meeting
and the American guests expressed the
utmost appreciation of the entertainment
offered by the Canadian accountants.
The next annual meeting will be held at
Seattle in June, 1928.

J. Harry Covington of Washington, D. C.,
and Robert G. Dodge of Boston, represent
ing the American Institute and the Massa
chusetts Society, respectively, appeared
formally and filed a brief on behalf of Mr.
Dillon.
Spencer Gordon of Washington, D. C.,
filed a brief as friend of the court on behalf
of the American Institute of Accountants.

Interpretation of Kansas Accountancy
Law
A recent pamphlet issued by
versity of Kansas contains the
opinion of the attorney general of
dated July 8, 1926, in reply to
from the board of accountancy:

the uni
following
the state
inquiries

“I have yours of February 3, 1926, containing
inquiries relative to certified public accountants
in the state of Kansas. I will quote an answer to
your inquiries in their order:
“ ‘ 1. Is it legal for a firm or an individual operat
ing in Kansas to hold themselves out as certified
public accountants, the partners or the individual
holding certificates from other states but not from
Kansas?’
“Answer: The answer to your first inquiry in
volves a consideration of Revised Statutes 1-107,
which is as follows:
‘“ If any person represents himself to the public
as having received a certificate as provided in this
act, or shall assume to practise as a certified public
accountant, or use the abbreviation C. P. A., or
any similar words or letters, to indicate that the
person using the same is a certified public ac
countant, without having received such certified
public accountant certificate, or without having
received a registration certificate, as provided in
this act; or, if any person, having received a cer
tificate as provided in this act, and having thereafter
been deprived of such certificate by revocation
as herein provided, shall continue to practise and
hold himself out as a certified public accountant, he
shall be deemed guilty of a misdemeanor, and, upon
conviction thereof, shall be fined a sum not less

Board of Examiners
The next examinations of the American
Institute of Accountants will be held
November 17 and 18, 1927. Applications
should be submitted to the board of ex
aminers at least 60 days prior to the date
of examination.
About 700 candidates for the certified
public accountant certificate took the In
stitute examinations last May in 29 states
where the boards of accountancy used the
questions prepared by the Institute ex
aminers. Of this number approximately 33
per cent. passed, 22 per cent. were conditioned
and 45 per cent. failed.
Of the applicants for admission to the
Institute who took the written examination
at that time, 80 per cent. passed and 20 per
cent. failed. None was conditioned. The
majority of the successful applicants sat
for re-examination in only one subject.
4
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17th, the secretary, R. M. Hudson, chief
of the division of simplified practice, United
States department of commerce, emphasized
the importance of obtaining the support and
cooperation of the members of each sponsor
organization. Mr. Hudson said that the
committee’s programme could not be a
complete success unless the members of
the societies responsible for management
week take an active interest in it.
Local organizers have already been se
lected in 47 cities and others will be chosen.
Programmes are to be arranged in approxi
mately 100 places throughout the country.
It is believed that the topic which will be
discussed, “Management’s part in maintain
ing prosperity,” will be of special interest
to accountants. During the week of October
24-29, 1927, those who are responsible for
the efficient and profitable operation of
American business will be given an oppor
tunity to demonstrate from their own ex
periences what policies and practices will
help to maintain prosperity at its present
high level.
The American Institute of Accountants
is one of the organizations sponsoring
management week, and its representative,
Cecil S. Ashdown, is chairman of the
national committee. Members of the Insti
tute who may wish to cooperate with local
organizers in arranging programmes, or
possibly to participate in them, are invited
to write to the offices of the Institute for
further information.
The other sponsor organizations are the
Accountants Club Members
American
Society of Mechanical Engineers,
Entertained
the Taylor Society, the Society of Industrial
One hundred and fifty members of the Engineers, the American Management Asso
Accountants Club of America accepted the ciation, the National Association of Pur
invitation of Robert H. Montgomery, presi chasing Agents, the National Association
dent of the club, to spend the day of May of Foremen, the Life Office Management
18th at his country home, “Wild Acres,” Association and the National Association
near Greenwich, Connecticut.
of Office Managers.
Many of the guests amused themselves
at golf or tennis. Others made informal
Buenos Aires Accountants Elect
tours of the estate. Cordial thanks were
Officers
extended Colonel Montgomery for his hos
The College of Doctors in Economic
pitality.
The membership of the Accountants Sciences and National Public Accountants
in Buenos Aires has chosen its directive
Club has now reached a total of 574.
committee for the year 1927-1928. The
officers are as follows: President, José BarManagement Week
rau; vice-president, Miguel B. Del Priore;
At a meeting of the national committee secretary, Juan M. Eyherabide; assistant
on management week in New York, June secretary, Julio A. de la Peña; treasurer,
5

than fifty dollars ($50) nor more than five hundred
dollars ($500) for each offense, and each day such
person shall so offend shall be deemed a separate
offense. Nothing in this act shall be construed
to prohibit any person from practising as a public
or expert accountant in this state, but said act shall
apply only to such persons as practise and hold
themselves out as certified public accountants.’
“It is my opinion that under the provisions of
the above statute no firm has a right to advertise
itself as certified public accountants unless every
member of such firm holds a Kansas certificate as a
certified public accountant, and no individual has
a right to hold himself out as a certified public
accountant unless he has a Kansas certificate.
“ ‘2. Is it legal for a firm or an individual operat
ing in Kansas, not holding Kansas degrees, to call
themselves certified public accountants with the
name of the state in which they hold the degree in
parentheses in their advertisements on office doors,
letterheads, etc., as follows: John B. Jones & Co.,
Certified Public Accountants (Oklahoma)?’
“Answer: It is my opinion that Revised Statutes
1-107 forbids John B. Jones & Co. from advertising
in the manner above indicated.
“ ‘3. Is it legal for a firm or an individual oper
ating branch offices in Kansas to hold themselves
out as certified public accountants, (a) the partners
certified public accountants of another state, but
not holding Kansas degrees; (1) but the resident
partner or manager a Kansas C. P. A., (2) and the
resident partner or manager not a C. P. A. of any
state, (3) the resident partner a C. P. A. of another
state? (b) The partners Kansas certified public
accountants, (1) but the resident partner or manager
not a C. P. A. of any state, (2) but the resident
partner or manager a C. P. A. of another state?’
“Answer: M y answer to No. 1 answers all the
inquiries contained in No. 3. It is my opinion that
all of the members of a firm must be certified public
accountants in Kansas in order for such firm to hold
itself out as certified public accountants in this
state.”
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Luis Moreno, and assistant treasurer, Felix
Lafiandra; voters: Italo L . Grassi; Luis
Ricci, Jose C. Catan, Emilio B. Bottini,
Enrique Pessagno, Eduardo M. Gonella
and Alberto Gonzalez Llanos.

the decision and what steps need be taken
to put the award into effect. The Year
book also attempts to give a complete picture
of the present condition of commercial
arbitration in the United States. It con
tains reports on the arbitral activities of the
United States departments of commerce
and of agriculture, of 409 trade and pro
fessional organizations, 51 chambers of
commerce, and various other bodies which
promote arbitration.
Activities of the
American Institute of Accountants are
reported.
Herbert Hoover, in a foreword to the book,
expresses his endorsement of arbitration.

American Arbitration Year-book
Announcement has been made of the
publication of the American Arbitration
Year-book for 1927 which is said to be the
first volume of its kind to be issued in this
country. It tells how arbitration may be
obtained in various professions and trades,
what its cost will be, what rules will govern

REGIONAL MEETING
Midwest Region

banquet was followed by a dramatic enter
tainment and by dancing.
At the opening session on June 11th
Chancellor E. H. Lindley, University of
Kansas, spoke on “Higher education and
business.” He was followed by George H.
English, attorney at law, whose subject was
“The accountant as a witness.” At the
business session which followed it was
resolved that the time and place of the next
regional meeting should be left to a com
mittee. Nominations for committee mem
bers were made and the following were
elected: E. M. Lynn, Missouri; Charles
G. Harris, Kentucky; Frederick B. Andrews,
Illinois; E. M. Worthington, Iowa; Herbert
M. Temple, Minnesota; Gladstone Cherry,
Wisconsin; John M. Gilchrist, Nebraska;
Stanley Spurrier, Kansas. Visiting ladies
were entertained at luncheon and cards at
the Mission Hills club. The afternoon
was devoted to a discussion of the subject,
“The extension of Institute influence,” led
by Edward E. Gore of Chicago.

A meeting of the midwest region of the
American Institute of Accountants was held
at Kansas City, Missouri, June 10th and
11th. About one hundred persons regis
tered. The first session opened at 10:30
a.m. on Friday, June 10th. An address
of welcome was delivered by Mayor Beach
of Kansas City. Response was made by
Edwin H. Wagner of St. Louis. James O.
McKinsey, University of Chicago, and E. L.
Kohler, Northwestern University, spoke on
the subject, “Accountancy education.” At
12:30 the meeting adjourned for luncheon.
The afternoon was devoted to golf at the
Blue Hills club and to motor drives about
the city. At 7:30 a banquet was held at
the President hotel at which Eugene M.
Lynn was toastmaster and the speakers
were William H. West and A. P. Richardson,
president and secretary, respectively, of the
American Institute of Accountants. The

COMMITTEE ACTIVITIES
Special Committee for Placements

a result, it has been possible to present the
requirements of the accountancy profession
more extensively to the young men in the
colleges, and consequently fewer applica
tions have been received this year than last
from men who are obviously not qualified
for public accounting work.
Approximately 120 graduates of 55 dif
ferent American colleges applied this spring
for placement as junior accountants on

The bureau for placements which operates
under the direction of a special committee
of the Institute has commenced the second
year of its existence with every prospect of
being able to render worthy service to
members availing themselves of its facilities.
Closer relations with the authorities at
many colleges have been established. As
6

Bulletin of American Institute of Accountants

the staffs of Institute members during
the next six months, and applications are
still being received. It has been necessary
to reject some applicants as not conforming
to the standard which the committee de
mands, but many applications have been
received from the most promising types of
young men. Consideration is given to
many qualifications other than the records
made by the students in college. It is
worthy of note, however, that, with very
few exceptions, the applicants approved by
the committee have been rated by the deans
of their colleges in the highest 25 per cent.
of their respective classes as to character,
personality and mental ability. In many
cases these ratings have been in the highest
10 per cent. of the class.
Ninety-three accounting firms in 33 cities
in all parts of the country, whose partners
are members of the Institute, have indicated
a desire to obtain assistants through the
bureau. Although the number of firms
desiring men at present exceeds the number
of applicants eligible, there will undoubtedly
be an influx of applications for positions
during the summer months, chiefly from
men who have been graduated from college
this spring.
The committee has developed a method
of obtaining information concerning ap
plicants, no matter where they are, which
could hardly be duplicated by an individual
firm. Certain firms are closely in touch
with a few educational institutions and are
able to pass satisfactorily upon applicants
from these schools. Those firms which wish
to develop a staff representative of various
colleges and geographical sections, however,
should find their best material among the
carefully selected men recommended by the
bureau for placements. Firms which wish
to be advised of the men available, and

have not already notified the Institute to
that effect, should communicate with the
bureau at once. It should be noted th at
no firm is obliged to employ any applicant
referred to it unless he is found to be satis
factory to the firm after a personal interview.
The men are employed on a three-year basis
subject to satisfactory work and good be
havior on the part of the applicant during
that period. The initial compensation is
$125 a month. Many of the men have
studied bookkeeping, accounting and re
lated subjects in college. Those who have
not done so study these subjects in night
school or by correspondence after they are
employed. Many of the men wish to go to
work at once; others are willing to wait until
later in the year.
The bureau has placed in all 37 men since
its activity began. Most of these are men
who applied last year and who were em
ployed prior to June, 1927, although a few
1927 graduates have already obtained posi
tions. The committee confidently expects
that the present total number of men placed
will be more than doubled before January,
1928.
The college men who obtained positions
through the bureau last year have in most
cases been notably successful and as far
as can be learned the firms which employed
them are satisfied with their achievements.
One firm which employed a man from a
certain college last year engaged another
from the same institution this year without
even the formality of a personal interview.
Details of the procedure by which junior
assistants may be obtained through the
bureau for placements have been published
in previous issues of the Bulletin. Informa
tion will be given upon request. Inquiries
should be addressed to the offices of the
Institute.

STATE LEGISLATION
Alabama
House bill No. 359, introduced in the
legislature of Alabama, provides that per
sons or firms engaged in certain businesses
or professions which are enumerated in the
act must obtain licenses. The fee provided
in the bill for a license to practise as a public
accountant is $25. Only one-half of this
amount, however, would be collected from

those who received less than $1,000 from
the practice of their profession during the
preceding year. According to last reports,
the bill had passed the house.

Illinois
Two bills, known as house bills No. 551
and 552, respectively, were passed in both
houses of the Illinois legislature before its
7
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adjournment and were signed by the gov
ernor July 7th.
House bill No. 551 creates a board of
examiners for public accountants.
The full text of house bill No. 552 is as
follows:

(3) Be over the age of twenty-one years, and
(4) Be of good moral character, and
(5) Have three years’ experience in public ac
counting, and
(6) Have a high-school education or have com
pleted a course in accountancy in a school approved
by the department of registration and education,
or shall have served for three years as an accountant
in responsible charge of accountancy engagements
in the employ of public accountants.
The examinations shall constitute a fair test of the
qualifications of applicants to practise as registered
public accountants, including their knowledge of
accounting, auditing and law in so far as it affects
accountancy. They may be either written or oral,
or partly written and partly oral.
An applicant who fails to pass a satisfactory
examination on any of the subjects, shall be re
examined, without charge, on such subjects, at
any subsequent examination within two years.
Sec. 8. Upon passing a satisfactory examina
tion and payment of the required fee, the de
partment of registration and education shall
issue to the applicant, a certificate of registration
to practise as a registered public accountant.
Sec. 9. Upon payment of the required fee an
applicant who is a public accountant, registered
or licensed or otherwise legally recognized as a
public accountant under the laws of another
state or territory of the United States or of a
foreign country or province, may, without exami
nation, be granted a certificate of registration as
a registered public accountant by the department
of registration and education, in its discretion,
upon the following conditions:
(1) That the requirements for the registra
tion or licensing or other legal recognition of public
accountants in the particular state, territory,
country or province, were, at the date of the license
or certificate, substantially equal to the require
ments then in force in this state; and
(2) That the particular state, territory, country
or province extends a similar privilege to the per
sons registered under this act.
Sec. 10. Upon payment of the required fee,
a certificate of registration shall be granted without
examination to any resident of this state, or to
anyone who has a place for the regular transaction
of business within this state, and who shall apply
therefor in writing to the department of registra
tion and education before the first day of October,
1927, and who satisfies the department of registra
tion and education that he is of good moral charac
ter, who:
(1) Has received a certificate as a public expert
accountant from the University of Illinois under
“An act to regulate the profession of public ac
countants,” approved May 15, 1903, as amended,
or who
(2) For a period of not less than five years
prior to the taking effect of this act has been ac
tively engaged in the practice of public accounting
in this state, either as an individual practitioner
or as an active member of a partnership or firm.
In case a person is so practising as a public ac
countant when this act takes effect but has not
been so practising for a period of five years, he shall
receive a certificate of registration as a registered
public accountant from the department of registra

AN ACT TO AFFORD PROTECTION TO THE PUBLIC BY
PRESCRIBING AND REGULATING THE PRACTICE OF
PUBLIC ACCOUNTING BY REGISTRATION
Be it enacted by the people of the state of Illinois,
represented in the general assembly:

Section 1. That for the purposes of this act a
registered public accountant is one who serves or
offers to serve the public generally in :
(1) Performing audits or preparing financial
statements for municipal corporations, public utili
ties, banks, building and loan associations, trust
estates (except when employed by the cestui que
trust), insurance companies and charitable organiza
tions which receive and dispense funds donated by
the public.
(2) Preparing or vouching for the accuracy of
financial statements of any business, knowing that
such statements are to be used, (a) for the informa
tion of stockholders or inactive or silent partners in
such business, (b) as an inducement to any person
to invest in or extend credit to such business, or
(c) for filing in the office of the secretary of state
under the provisions of “The Illinois Securities
Law.”
Sec. 2. It is unlawful for any person after the
first day of October, 1927, to perform or offer to
perform for the public generally any of the services
described in section 1 of this act, except as provided
in section 10, without a certificate of registration
as a registered public accountant from the depart
ment of registration and education.
Sec. 3. Nothing in this act shall prevent any per
son from performing any of the acts described in
section 1 who does not perform or offer to perform
such acts for the public generally.
Sec. 4. The provisions of this act are not in
tended to prevent the employment by a registered
public accountant of any person for service along the
lines described in section 1 so long as he works
under the adequate control and supervision of a
public accountant authorized to render such ser
vice and so long as such employee does not personally
certify to the accuracy of such service.
Sec. 5. A person who desires to receive a cer
tificate of registration as a registered public ac
countant, shall make application to the department
of registration and education, for examination, and
shall pay the required fee.
Sec. 6. The department of registration and
education shall hold examinations for applicants
in May and November of each year at such places
as it may determine.
Sec. 7. Applicants for examination as registered
public accountants shall:
(1) Be citizens of the United States or have
legally declared their intention of becoming citizens,
and
(2) Be residents of this state, or have a place
for the regular transaction of business within
this state, and
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tion and education on the completion of five years
of such practice without examination, provided
he makes application therefor before the first day
of October, 1927.
Sec. 11. Every registered public accountant
shall have a seal, the impression of which shall
contain his name and the words, "Registered Public
Accountant, State of Illinois.” He shall stamp
with this seal, all financial statements prepared
for the purposes described in sub-sections (1) and (2)
of section 1.
Sec. 12. Every registered public accountant
who continues in active practice shall, annually,
during the month of April, renew his certificate
of registration, and pay the required renewal
fees. Every certificate of registration which is
not so renewed, shall expire on the first day of
May of that year. After a certificate has expired,
it may be restored only upon payment of the re
quired restoration fee.
Any registered public accountant who retires
from the practice of public accountancy for not
more than five years, may renew his certificate
of registration upon payment of all lapsed re
newal fees.
Sec. 13. The department of registration and
education may either refuse to issue, or may re
fuse to renew, or may suspend, or may revoke
any certificate of registration for any one, or any
combination of the following causes:
(a) Conviction of a felony, as shown by a cer
tified copy of the record of conviction.
(b) Conviction of any crime, an essential ele
ment of which is dishonesty or fraud:
(c) Proof of certifying to any report, certificate,
exhibit, schedule or statement which had not
been verified entirely under the supervision of him
self, a member of his firm, or one of his staff.
(d) Proof of knowingly certifying to any false or
fraudulent report, certificate, exhibit, schedule or
statement.
(e) Proof of gross carelessness or incompetence
in performing services described in section 1.
The department of registration and education
may neither refuse to issue, nor refuse to renew nor
suspend, nor revoke any certificate of registration,
however, for any of these causes, unless the person
accused has been given at least twenty days’ notice
in writing, of the charge against him, and a public
hearing by the department of registration and
education.
Upon the hearing of any such proceeding, the
director of registration and education, the assistant

director of registration and education, [or] and the
superintendent of registration may a d m in ist e r
oaths, and the department of registration and educa
tion may procure, by its subpoena, the attendance
of witnesses and the production of relevant books
and papers.
Any circuit court or any judge of a circuit court,
either in term time or in vacation, upon application
either of the accused or of the department of regis
tration and education may, by order duly entered,
require the attendance of witnesses and the produc
tion of relevant books and papers before the de
partment of registration and education in any hear
ing relating to the refusal, suspension or revocation
of certificate of registration. Upon refusal or neglect
to obey the order of the court or judge, the court or
judge may compel, by proceedings for contempt of
court, obedience of its or his order.
Sec. 14. A registered public accountant shall
not be required by any court to divulge information
or evidence which has been obtained by him in his
confidential capacity as an accountant.
Sec. 15. The fee to be paid by the applicant for
an examination to determine his fitness to receive a
certificate of registration is twenty dollars ($20.00).
The fee to be paid for the issuance of a certificate
is five dollars ($5.00).
The fee to be paid for the renewal of a certificate
of registration is one dollar ($1.00).
The fee to be paid for the restoration of an ex
pired certificate of registration is five dollars ($5.00).
Sec. 16. The department of registration and
education may adopt reasonable rules and regula
tions relating to the administration and enforcement
of the provisions of this act.
Sec. 17. Each of the following acts is a misde
meanor, punishable upon conviction, by a fine of
not less than one hundred dollars ($100.00) nor
more than one thousand dollars ($1,000.00) or by
imprisonment in the county jail for not more than
six months or by both such fine and imprisonment:
(a) The practice of public accounting in so far
as it consists in rendering service as described in
section 1 without a certificate of registration in
violation of the provisions of this act:
(b) The obtaining or attempting to obtain a
certificate of registration by fraud:
(c) The use of the title “Registered Public
Accountant” or the abbreviation "R. P. A.” or any
words or letters indicating he is a registered public
accountant, by any person who has not received a
certificate of registration, to practise as a registered
public accountant.

Theodore I. Schneider, New York, ad
dressed an advanced class in business man
agement of the New York University school
of commerce, March 30th, on “Budgetary
control and cost findings for the needle
trade.” Mr. Schneider answered account
ing problems in the April issue of

At a meeting of the Rotary club of Wil
mette, Illinois, May 11th, P. W. Pinkerton
of Chicago spoke on “The prevention of
failures in business.” Mr. Pinkerton has
been elected a member of the board of direc
tors of the Executives’ club of that city;
and president of the Morgan Park Military
Academy Alumni Association. He laid
the cornerstone of Alumni Memorial Hall
at Morgan Park Military Academy and
spoke at that occasion.

Women's

Apparel

Merchant

Magazine.

“The mathematics of selling price” by Mr.
Schneider appeared in the March issue of
the same magazine.
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STATE BOARDS OF ACCOUNTANCY
Minnesota
The state board of accountancy of
The following resolution was adopted by Minnesota has awarded certified public
the state board of certified public account accountant certificates as of June 13, 1927,
ants of Louisiana, June 6, 1927:
to the following candidates who were
successful at the examinations conducted
W hereas, by special acts of legislature of the
William D. Avery, Newton L.
state of Louisiana this board has been charged with last May:
the regulation of the profession of public account Bowers, Abe M. Calmenson, Ernest W.
ancy in Louisiana, and,
Carlson; Ernest S. Rumpf and Harry S.
W hereas, it has come to the knowledge of this
Temple.
board that certain individuals and firms from other
New Jersey
jurisdictions have been more or less extensively
engaged in the auditing business in this state
Following is a list of candidates who have
though not qualified to practise under our laws
and regulations, and,
been granted C. P. A. certificates by the
New Jersey board of accountancy within
W hereas, the attorney general of Louisiana in
an opinion addressed to the state board of certified the period from January 1, 1927, to May 31,
public accountants of Louisiana under date of 1927:
Douglas D. Besore, Ernest A. Cain,
May 17, 1927, has ruled that section 5 of act
136 of the Louisiana legislature of 1924 prohibits Arthur P. Caldwell, Jr., C. Thomas
the practice as certified public accountant in this Chianese, Samuel P. Cooper, Arthur B.
state by any certified public accountant of another Foye, Willard S. Garretson, Irving Heyman,
state, unless he is registered in accordance with the Saul Levy, Nathan Lipman, Everett W.
provisions of said section 5, therefore,
Newcomb, Thomas C. Newell, Morris D.
Be I t R esolved that this board hereby takes
cognizance of said transgressions of the laws of Oppenheim, R. N. Phinney, William Satsky,
Louisiana governing the practice of public account Julian Saviet, P. C. Wiegand, Edward A.
ancy and that henceforth the penal clause of act 136 Wilde and Allen W. Wright.
of 1924 be invoked if necessary to prosecute any and
all parties practising public accountancy within the
Ohio
state who have not qualified as provided by law.
The governor of Ohio has appointed Roy
B e It F urther R esolved that this resolution
be given general publicity and that copies thereof T. Bell to succeed L. L. Blyth as a member
be sent to the American Institute of Accountants for of the state board of accountancy. Mr.
publication in the Bulletin and Journal of Ac Bell’s term will expire May, 1930. E. S.
countancy; to the American Society of C. P. A.’s
for publication in the Certified Public Accountant; Thomas was reappointed as a member of the
and to the American Accountant.
board for the term ending May, 1930.
Louisiana

NEWS OF LOCAL SOCIETIES
California State Society of Certified
Public Accountants
LOS ANGELES CHAPTER
A meeting of the Los Angeles chapter of
the California State Society of Certified
Public Accountants was held May 3rd, at
the Masonic club, Los Angeles. Melvin D.
Wilson spoke on trial practice and evidence
before the United States board of tax
appeals.
The annual meeting of the chapter took
place at the Jonathan club, Los Angeles,
May 11th. The following officers were
elected: President, Harry W. Moore; vicepresident, I. Graham Pattinson, and secre

tary-treasurer, William P. Quinn. Henry
M. Thomson and Edward L. Barette were
chosen as directors.
Reports from all standing committees
were read. No other business was trans
acted.

Florida Institute of Accountants
At the annual meeting of the Florida
Institute of Accountants (successor of the
Florida Society of Certified Public Account
ants) held June 21st, the following officers
were elected: President, Walter Mucklow;
vice-president, H. B. Foy; secretary, C. H.
Goodrich; treasurer, James B. Moore. These
10
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officers,with the presidents of local chapters,
will constitute the executive committee.
The following honorary life members were
elected: Charles A. Ketchum, Key West;
A. P. Richardson, New York.
On Friday and Saturday, June 24th and
25th, a special meeting of the Florida
Institute of Accountants was held at the
Angebilt hotel, Orlando. One hundred and
seventy-eight accountants were registered
representing all sections of the state.
The invocation was offered by the Rev.
B. O. Hibbard. An address of welcome
was made by the mayor, L. M. Autrey.
L. A. Oates of Miami responded. The
chairman, Walter Mucklow, explained the
purposes of the meeting, which was held to
consider the new law (published in the
Institute Bulletin of June 15th) and to give
consideration to the general question of
accountancy as affected by the law and by
the reorganization of the Florida society.
C. H. Goodrich of Jacksonville read a paper
describing the provisions of the new law.
G. H. Ford, chairman of the state board of
accountancy, spoke upon the work of the
board. It was announced that the two new
members required by the law had been
appointed by the governor. The state
board now consists of the following: George
H. Ford, Jacksonville; C. C. Bryant,
Ocala; W. J. Forney, Jacksonville; H. V.
Foy, Tampa; and Robert Pentland, Miami.
The chairman described the work of the
Florida Institute and he and other speakers
expressed the hope that local chapters
would be promptly established. Before
the close of the meeting it was announced
that chapters had been formed in West
Palm Beach, Miami, Tampa, St. Petersburg,
Orlando, Fort Lauderdale and Jacksonville.
On the morning of the second day there
was round-table discussion of various mat
ters of interest to the profession in Florida.
It was announced that the code of ethics
of the American Institute of Accountants
had been officially adopted by the Florida
Institute of Accountants and this action
was unanimously approved by the meeting.
It was resolved that the next meeting
should be held in the last week in September
at Daytona Beach.
A banquet was held on the evening of
Friday, June 24th, at which James B. Moore
acted as toastmaster. The speakers were
11

Parson Webb, State Senator Overstreet
and A. P. Richardson, secretary of the
American Institute of Accountants. At
tendance at the banquet was approximately
210 .

Indiana Association of Certified Public
Accountants
The directors of the Indiana Association
of Certified Public Accountants met at
the Indianapolis chamber of commerce,
June 11th. A discussion of the programme
for the year centered on the work of the
committees on taxation, public affairs
and entertainment and meetings. The fol
lowing committee appointments were ap
proved :
Public Affairs:
James C. Olive, Chairman
Robert N. Dedaker
Hans W. Fick
O. C. Herdrich
George S. Olive
Duncan E. Pedigo
Taxation:
George B. Buist, Chairman
Harry Boggs
Andrew L. Carter
Arleigh F. Henley
George R. Hill
Joseph E. Johnson
J. E. Keough
Birney D. Spradling
Albert H. Winter
Harold A. Zimmerman
Membership:
Franklin H. Nelson, Chairman
R. E. Barrett
Howard L. Chambers
Wm. H. Kerman
H. A. Roney
Legislation:
O. C. Herdrich, Chairman
J. E. Keough
Ira T. McGlone
George S. Olive
John H. Pritchard
Birney D. Spradling
Rhae M. Swisher
Earl E. Thomas
Entertainments and Meetings:
J. B. Baerncopf, Chairman
Horace T. Mathews
Howard W. Painter
Ellwood Ramsey
Charles E . Stevens
F. S. Willett
Lewis J. Wood
Credentials:
Stephen S. Yeoman, Chairman
Walter C. Galbraith
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Alexander X. Kuhn
John W. Miller
Enforcement of C. P. A. Law:
Arthur R. Chapman, Chairman
H arry Boggs
Myles M. Moore
Duncan E . Pedigo
Stuart A. Tomlinson

George E. Morgan was recently appointed
to represent the Indiana association, in an
advisory capacity, on a commission se
lected by the secretary of state for the pur
pose of codifying Indiana corporation laws.
The secretary of the Indiana Association
has written every person holding a C. P. A.
certificate of the state, drawing attention
to the registration fee for certified public
accountants of Indiana which is payable
under a new law passed at the recent session
of the legislature. Failure to pay this fee
will invalidate the certificate.

Maryland Association of Certified
Public Accountants
The annual meeting of the Maryland
Association of Certified Public Accountants
took place June 14th, at the Southern hotel,
Baltimore. At the business meeting the
following officers were elected: President,
J. Wallace Bryan; vice-president, Raymond
E. North; secretary, Harlan Johnson, and
treasurer, Julian A. Jenkel.
The following trustees were also elected,
who with the officers of the association
constitute the board of trustees: Charles C.
Croggon, Elmer L. Hatter, Edward J.
Stegman and Charles O. Hall.

countants was held at the President hotel,
Kansas City, Missouri, on June 10, 1927.
The following officers were elected for the
ensuing year: President, E. M. Lynn;
first vice-president, A. J. Benner; second
vice-president, E. Fraser; secretary, C. W.
House, and treasurer, Gus V. Keller.
The business session of the meeting was
curtailed so that the members might be
present at the regional meeting of the Amer
ican Institute of Accountants, which was
held in Kansas City on June 10th and 11th.
The Kansas City chapter of the Missouri
Society acted as host to the visiting members
of the American Institute.
KANSAS CITY CHAPTER
The officers of the Kansas City chapter
of the Missouri Society of Certified Public
Accountants for the year 1927-1928 are as
follows: Richard S. Wyler, president; George
E. Dell, treasurer, and F. R. Brodie, secre
tary.

North Carolina Association of Certified
Public Accountants
The North Carolina Association of Certi
fied Public Accountants held its semi
annual meeting at the Oceanic hotel,
Wrightsville Beach, North Carolina, on
June 17th and 18th.
George E. Kidder, mayor of Wilmington,
gave an address of welcome, to which Walter
Charnley, president of the association, re
sponded. Other speakers were D. W.
Springer, George G. Speer, J. A. Gawthrop,
Massachusetts Society of Certified C. O. Kuester and Louis T. Moore.
Public Accountants
Reports of committees were submitted
The annual outing of the Massachusetts and discussed, and the question of revision
Society of Certified Public Accountants of the association’s by-laws was considered.
George H. Emory was chosen as secretary
took place June 27th at Pemberton, Massa
chusetts. Many members and their guests of the association to succeed George E.
were conveyed by boat from Boston to the Wood, who had resigned. Greensboro was
place of meeting. The afternoon was de selected as the next meeting place of the
association.
voted to sports of every description.
An elaborate programme of entertain
Dinner was served at the Pemberton
Inn, and music for dancing was provided. ment was provided for the members and
their wives who attended the meeting.
About 200 persons were present.
Missouri Society of Certified Public
Accountants
The eighteenth annual meeting of the
Missouri Society of Certified Public Ac-

Pennsylvania Institute of Certified
Public Accountants
The Pennsylvania Institute of Certified
Public Accountants held its thirtieth annual
12
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meeting at the Penn Athletic club, Phila
delphia, on Tuesday, June 14th. About
seventy-five members were present. The
business session was devoted to reports
of officers and committees upon the activities
of the institute during the past year, and
to the election and installation of officers,
members of council and standing com
mittees on professional ethics and nomina
tions. The following officers were elected:
President, Gardner W. Kimball; vice-presi
dent, Frank A. Willison; secretary, Robert
J. Bennett, and treasurer, Richard H. Moh
ler. Three members of council were chosen
to serve for two years, viz.: Joseph M.
Pugh, Harry B. Scott and John R. Lynn.
About two hundred and fifty members
and guests attended the banquet in the
evening at the Penn Athletic club and
enjoyed a programme arranged by a special
committee to commemorate the thirtieth
anniversary of the founding of the institute.
After dinner brief remarks were made by the
newly elected and retiring officers of the
Institute, and by the following: William
H. West, A. P. Richardson, James A. Coun
cilor, Durand W. Springer, J. J. Klein and
Walter A. Staub. T. Edward Ross acted
as toastmaster.
The principal addresses of the evening
were delivered by George Wilkinson and
Joseph E. Sterrett. Mr. Wilkinson’s topic
was “Who’s who and when.” He reviewed,
with many anecdotes, the vicissitudes of
practitioners in the early days of Amer
ican accountancy and the steps which were
taken to organize the accountants into a
professional body.
Mr. Sterrett, speaking on “Retrospect
and prospect,” told of the changes which

he had observed in the practice of the pro
fession during the past thirty years and
visualized the large sphere of service
to which accountants could look forward
in the future. A few remarks by William
M. Lybrand, one of the original signers of
the charter of the Pennsylvania Institute,
concluded the programme.
On the morning of the following day,
June 15th, a golf tournament was held
on the west course of the Merion Cricket
club. A trophy was presented by several
members of the institute. I t is a large
silver cup designated as the “Thirtieth
anniversary cup.” Competition for this
trophy is to take place each year and each
winner will hold it until the following annual
meeting.
Addison R. Brown was the winner of this
year’s tournament and his name will be the
first to be engrossed upon the cup.
PITTSBURGH CHAPTER
The Pittsburgh chapter of the Pennsyl
vania Institute of Certified Public Ac
countants held its May meeting at the
Longue Vue country club, May 25th.
Golf and bridge occupied the afternoon and
the members were entertained at a dinnerdance in the evening.

Washington Society of Certified Public
Accountants
The Washington Society of Certified
Public Accountants held a meeting at the
Arctic club, Seattle, May 25th. The sub
ject of discussion was liability insurance for
protection against financial loss, due to de
falcations, etc.

COURT DECISION
Following is the text of a court decision in the revenue act of 1917. It is conceded
that the court has jurisdiction, and that the
certain suits for recovery of income taxes:
may be maintained under section 281
UNITED STATES DISTRICT COURT, action
(2)
and
section 1014 of the revenue act of
DISTRICT OF NEW JERSEY
1924. The revenue act of 1917 provides
May 31, 1927
that taxes shall be levied upon the incomes
of the taxpayer determined upon the cash
American Can Company, plaintiff, Missouri
basis. It also provides that where the
Can Company, plaintiff, Detroit Can Com
pany, plaintiff, v. The United States,
taxpayer keeps its accounts and makes its
defendant
return upon some other basis which clearly
Bodine, district judge: These suits are reflects its income the tax shall be com
brought to recover income taxes claimed to puted upon the income returned. Section
be improperly levied and assessed under 10 imposes a tax upon income received.
13
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If the taxes were computed upon the
incomes of the plaintiffs determined on the
cash basis, they would be as follows:
American Can Company....... $2,514,478.94
Missouri Can Company.......
7,449.89
Detroit Can Company.........
393.39

Section 12 provides for certain deductions,
such as expenses of business, losses, interest
and taxes. Section 13 (d ) provides, so
far as pertinent, as follows: “A corpora
tion * * * keeping accounts upon any basis
other than that of actual receipts and dis
bursements, unless such other basis does
not clearly reflect its income, may, subject
to regulations made by the commissioner
of internal revenue, with the approval of the
secretary of the treasury, make its return
upon the basis upon which its accounts are
kept, in which case the tax shall be computed
upon its income as so returned.” The
American Can Company and its subsidiaries
made returns for the year 1917 pursuant to
the statute last above quoted. The com
missioner ruled that the method by which
the companies valued their inventories of
tin plate did not reflect their true income and
reassessed the taxes. The commissioner
made certain adjustments prior to March 7,
1921, which had the effect of increasing
the incomes to $19,278,121.83 (including
$60,010.50 as dividends), which was
$1,286,721.37 in excess of the incomes as
returned and $6,047,067.31 in excess of their
incomes determined on the cash basis, and also
had the effect of reducing their consolidated
invested capital. In accordance with these
changes, the commissioner made assess
ments against the American Can Company
for additional income and excess-profits
taxes and the American Can Company paid,
and Edwards collected, the amounts of such
assessments prior to March 7, 1921.
The amounts of the income and excessprofits taxes for 1917 which were so paid
by the plaintiffs and the dates of payment
thereof were as follows:
American Can Company:
June 14, 1918, under orig
inal return...................... $3,266,499.86
November 22, 1919, under
additional assessment...
520,762.54
September 21 , 1920, under
additional assessment... 1,432,718.25

Total.................................. $2,522,322.22
The amounts which the plaintiffs seek to
recover in these suits, being the amounts
paid to Edwards, collector, prior to March
7, 1921, in excess of the amounts which were
legally payable, are as follows:
American Can Company, $2,705,501.71,
with interest at the rate of 6 % per annum
on $1,432,718.25 from September 21, 1920,
on $520,762.5 4 from November 22, 1919,
and on $752,020.92 from June 14, 1918.
Missouri Can Company, $7,763.65, with
interest at the rate of 6 % per annum from
June 14, 1918.
Detroit Can Company, $5,893.80, with
interest at the rate of 6 % per annum from
June 14, 1918.
I t is thus to be noted that the taxpayer
made its return pursuant to the discretionary
provision contained in section 13 (d) of
the act. The commissioner, who up to this
time had not issued any regulations with
respect to the valuation of inventories,
determined that the return did not reflect
true income and instead of levying the tax
upon the cash basis rewrote the taxpayer’s
return and levied a tax on what the com
missioner apprehended was income. The
supreme court said in Gould v. Gould,
245 U. S. 153: “In the interpretation of
statutes levying taxes it is the established
rule not to extend their provisions, by im
plication, beyond the clear import of the
language used, or to enlarge their operations
so as to embrace matters not specifically
pointed out. In case of doubt they are con
strued most strongly against the govern
ment, and in favor of the citizen.”
The same court said in United States v.
Anderson, 269 U. S. 422, at 441: “It should
be noted that section 13 (d) makes no use
of the words ‘accrue’ or ‘accrual’ but merely
provides for a return upon the basis upon
which the taxpayer’s accounts are kept, if
it reflects income—which is precisely the
return insisted upon by the government.”
The same court at page 437 says: “Treasury
decision 2433 which provides in part that

T o t a l....................... $5,219,980.65
Missouri Can Company:
June 14, 1918, under origi
nal return....................... $ 15,213.54
Detroit Can Company:
June 14, 1918, under origi
nal return....................... $
6,287.19
14
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under section 13 (d ) it ‘will be permissible
for corporations which accrue on their books
monthly or at other stated periods amounts
sufficient to meet fixed annual or other
charges to deduct from their gross income
the amounts so accrued, provided such
accruals approximate as nearly as possible
the actual liabilities for which the accruals
are made, and provided that in cases wherein
deductions are made on the accrual basis
as hereinbefore indicated, income from fixed
and determinable sources accruing to the
corporations must be returned, for the pur
pose of the tax, on the same basis.’ It also
provided in substance that when the tax
payer, following a consistent accounting
practice, sets up reserves to meet liabilities,
the ‘amount of which or date of maturity’
is not definitely determinable, such reserve
may be deducted from gross income. The
decisions also laid down a procedure for re
adjusting such reserves when the amount
actually required for that purpose was
definitely ascertained, and provided that
if returns upon this basis of ‘accrual or
reserves’ did not reflect true net income,
the taxpayer would not be permitted to
make its return on any other basis than that
of ‘actual receipts and disbursements.’
We think that the statute was correctly
interpreted by the commissioner and that
his decision referred to was consistent with
its purpose and intent.”
In fine the statute imposes a tax upon the
cash income received. Section 13 (d ) grants
permission to the taxpayer to make a re
turn upon the basis of accrued income.
The only power which the commissioner
has to levy a tax is upon income and,
as the supreme court points out, if the net
income is not reflected by the return made,
then there is no other basis than that of

actual receipts and disbursements upon
which the tax may be levied.
The government’s position is that there
is an estoppel which bars the present action.
The books, however, of the plaintiff com
panies have been carefully examined and
they do reflect its income for the years in
question upon the basis of actual receipts
and disbursements, the basis upon which
congress imposed a tax. It is certainly
no fault of the companies that the com
missioner rejected the return made upon
the basis upon which their books were kept.
The fact that the actual cash income was
less than the income which the companies’
books reflect is no reason why the companies
should be barred from recovering the taxes
which were levied upon a basis not author
ized by law.
It seems useless to comment further than
to say that the companies are given the
option of making a return upon the basis
upon which their accounts are kept, and that
basis is subject to regulation by the com
missioner. Such a statute does not impose
a tax upon the basis upon which the com
missioner shall direct the books to be kept.
The option is with the taxpayer to make the
return upon the basis upon which its ac
counts are kept. The commissioner may
reject this basis and levy the tax upon actual
receipts and disbursements. He cannot in
part reject and in part confirm the taxpayer’s
method of bookkeeping. If he could the
tax might very well be an arbitrary adjust
ment reflecting anything but income. It
is not necessary to consider whether under
the 16th amendment the commissioner may
determine incomes upon the accrual basis,
since congress did not give him this power
under the act of 1917. Judgment may be
entered accordingly.

OBITUARY
time of his death was president of the firm
of Frank G. DuBois, Inc.
Frank G. DuBois, a member of the
W. Foster Oakes
American Institute of Accountants and a
W. Foster Oakes, a member of the Amer
certified public accountant, died June 7,
1927, at the residence of his son in Nutley, ican Institute of Accountants, died June
New Jersey. He had been a member of the 17th. Mr. Oakes had been a member of
Institute since 1916 and also had held mem the Institute since 1916, and of its prede
bership in the American Association of Public cessor, the American Association of Public
Accountants, the Institute’s predecessor. Mr. Accountants. He was a certified public
DuBois had been engaged in the practice of ac accountant of New Jersey and a member of
countancy for more than 40 years, and at the the firm of Clarke, Oakes & Clarke, NewYork.
Frank G. DuBois
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HERE AND THERE
J. C. Baker, Chicago, announces the Public Accountants at a meeting held May
opening of an office for the practice of public 28th at Colorado Springs on state income
accounting in the new Franklin and Adams taxation.
building, 222 West Adams street.
Harold A. Eppston, Newark, spoke at the
Andrew A. Clarke and Allen H. Clarke of Elks club of that city, June 14th, on “Flag
the firm Clarke, Oakes & Clarke, and Her day.”
bert S. Greenwood and Herbert P. Green
wood of Greenwood & Greenwood, an
William P. Field, Havana, Cuba, has been
nounce the consolidation of the two firms acting as president of the Anglo-American
under the name of Clarke, Oakes & Green Welfare Federation of Cuba.
wood.
The address made by W. J. Forster,
Howard Greenman, J. Burt Greenman New York, before a conference of house
and Alexander M. MacNicol announce the managers of the teachers’ college of Colum
formation of the partnership of Howard bia University, May 28th, entitled, “Con
Greenman & Co. which will succeed to the struction of statement of income and profit
accounting practice of Howard Greenman, and loss and its relation to the budget”
20 Vesey street, New York.
was published in the Hotel Review for May.
Theodore Krohn & Co. announce that
they have moved their offices to the Union
building, 9 Clinton street, Newark, New
Jersey.

George E. Frazer, Chicago, spoke before
the National Coal Association at a meeting
held there June 15th on the day-by-day
budget.

Naramore, Niles & Co. announce that
they have moved their Rochester, New
York, offices to suite 1424 Lincoln-Alliance
Bank building.

Elmer L. Hatter, Baltimore, spoke before
the students of the Clifton Park high school
of that city, May 20th, on accountancy as
a profession.

The following paragraphs report publicservice activities of members and associates
of the American Institute of Accountants:
H. C. Anderson of Washington, D. C.,
has been appointed a member of the com
mittee on district finance, taxation and
assessment of the local chamber of com
merce.

Robert S. Hull, Hartford, has been ap
pointed comptroller of the Standard Acci
dent Insurance Co.
Joel Hunter, Atlanta, addressed the school
of business administration of Emory Uni
versity, May 23rd, on “The practice of
public accountancy.” Mr. Hunter spoke
before the City club of Atlanta, June 9th, on
“Who owns your life?”

Joseph B. Baerncopf, Indianapolis, has
been re-elected to the board of directors of
the Indianapolis Jewish Community Center
Association and has been appointed chair
man of the finance committee. He is also
serving as chairman of the committee on
administration of the first annual campaign
of the Jewish welfare fund of his city.

Joseph J. Klein, New York, made a short
address before the Certified Public Ac
countants Society of the District of Columbia
on June 20th.
John R. Ruckstell, San Francisco, spoke
before the Public Spirit club, the Down
town Association and the Ate-Y Club dur
ing the month of June on “Air travel in
Europe.” Mr. Ruckstell is serving as a
member of the citizens’ trans-Pacific flight
committee and chairman of the air-mail
committee of the Down-town Association.

Lester M. Buckley, Lincoln, Nebraska,
has been elected secretary of the Rotary
club of that city.
Clem W. Collins, Denver, spoke to the
members of the Colorado Society of Certified
16

Bulletin Supplement
July 15, 1927.
To Members and Associates of the
American Institute of Accountants:
The board of examiners has given consideration to applications for admission to the
American Institute of Accountants. Ten applicants took the written examinations in
May, of whom 8 passed and 2 failed. Of those successful 6 are eligible as members and 2 as
associates. Five applicants for admission as members and 4 as associates were given
credit for having already passed the Institute examination for a C. P. A. certificate.
Credit for having passed other examinations acceptable to the Institute was accorded
5 applicants for full membership. Three applicants for membership and 2 for associate
membership passed oral examinations satisfactory to the board. The board recommends
the advancement of 4 associates to full membership.
The following is a list of those recommended by the board of examiners for election:
For Advancement to Membership
Charles S. J. Banks, Chicago
Robert Gauss, Chicago
Bernard M. Gordon, New York
Alan P. L. Prest, Detroit
For Admission as Members:
Andrew H. Borman, New York
Harry Cohen, Philadelphia
George W. Contant, Buffalo
Samuel Gever, Philadelphia
Lawrence Giles, Seattle
Benjamin Hicklin, San Francisco
William P. Hillbrant, New York
Henry W. Hunt, New York
Donald J. Hutchinson, Chicago
Henry J. Jumonville, New Orleans
Cletus H. Lee, Chicago
Robert J. Leo, Portland, Oregon
William A. Levick, Philadelphia
Lewis Lilly, San Francisco
Russell H. Morrison, Chicago

Hugh S. O’Reilly, New York
Charles O. Passmore, Chicago
Louis Tiger, St. Louis
John H. Verkouteren, Baltimore
For Admission as Associates:
Harry P. Baumann, Chicago
Alexander B. Dick, New York
Ray R. Dobson, Chicago
Samuel Gereboff, Providence
John Jaffe, New York
Roy A. Janz, Fargo, N. D.
Thomas B. Matthews, St. Louis
David E. Short, Nashville

These applicants do not become members (or associates) of the Institute until they are
elected by the council which is now voting by mail ballot. If protest is to be made
by any member or associate against the election of any person whose name is on the list, it
should reach the offices of the Institute by August 1st.
A. P. RICHARDSON, Secretary.
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ILLINOIS ACCOUNTANCY LAW
The Bulletin issued July 15, 1927, con tended to prevent the employment by a public
of any person for service along the lines
tained what was reported to be text of a accountant
described in Section 1 so long as he works under the
new law passed by the legislature of Illinois adequate control and supervision of a public ac
regulating the practice of public account countant authorized to render such service and so
ancy. By an error in transmission the form long as such employee does not personally certify
accuracy of such service.
of the bill printed in the Bulletin was an to Sthe
ec. 5. A person who desires to receive a certifi
original draft, which was amended prior to cate of registration as a public accountant, shall
enactment. These amendments had not make application to the Department of Registration
been reported when telegraphic advice was and Education, for examination, and shall pay the
fee.
received that the governor had signed the required
Sec. 6. The Department of Registration and
bill. The full text of the law as finally Education shall hold examinations for applicants in
passed and signed by Governor Small is as May and November of each year at such places as
follows. Readers of the Bulletin are re it may determine.
The examination shall constitute a fair test of the
quested to substitute this act for the form qualifications
of applicants to practise as public
printed on pages 8 and 9 of the Bulletin of accountants, including their knowledge of account
July 15, 1927.
ing, auditing, and law in so far as it affects account
An

a c t t o a f f o r d p r o t e c t io n t o

ancy.
An applicant who fails to pass a satisfactory
examination on any of the subjects, shall be re
examined, without charge, on such subjects, at any
subsequent examination within two years.
Sec. 7. Applicants for examination as public
accountants shall:
(1) Be citizens of the United States or have
legally declared their intention of becoming citizens,
and
(2) Be residents of this state, or have a place for
the regular transaction of business within this state,
and
(3) Be over the age of twenty-one years, and
(4) Be of good moral character, and
(5) Have three years’ experience in public account
ing, and
(6) Have graduated from a high school or a
secondary school approved by the Department of
Registration and Education or have completed an
equivalent course of study as determined by an
examination conducted by the Department of Regis
tration and Education.
Sec. 8. Upon passing a satisfactory examination
and payment of the required fee, the Department of
Registration and Education shall issue to the appli
cant, a certificate of registration as a public account
ant.
Sec. 9. Upon payment of the required fee an
applicant who is a public accountant, registered or
licensed or otherwise legally recognized as a public
accountant under the laws of another state or terri
tory of the United States or of a foreign country or
province, may, without examination, be granted a
certificate of registration as a public accountant by
the Department of Registration and Education, in
its discretion, upon the following conditions:
(1) That the requirements for the registration or
licensing or other legal recognition of public account-

t h e p u b l ic by

PRESCRIBING AND REGULATING THE PRACTICE
OF PUBLIC ACCOUNTING BY REGISTRATION

Be it enacted by the People of the State of Illinois,
represented in the General Assem bly:
S e c t i o n 1. That for the purposes of this Act a
public accountant is one who serves or offers to
serve the public generally in :
(1) Performing audits or preparing financial state
ments for municipal corporations, public utilities,
banks, building and loan associations, trust estates
(except when employed by the cestui que trust) in
surance companies and charitable organizations
which receive and dispense funds donated by the
public.
(2) Preparing or vouching for the accuracy of
financial statements or any business, knowing that
such statements are to be used, (a) For the informa
tion of stockholders or inactive or silent partners in
such business, (b) As an inducement to any person
to invest in or extend credit to such business, or
(c) For filing in the office of the Secretary of State
under the provisions of “The Illinois Securities
Law.”
Sec. 2. It is unlawful for any person after the
first day of October, 1927, to perform or offer to per
form for the public generally any of the services
described in Section 1 of this Act, except as pro
vided in Section 10, without a certificate of regis
tration as a public accountant from the Depart
ment of Registration and Education.
Sec. 3. Nothing in this Act shall prevent any
person from performing any of the acts described
in Section 1 who does not perform or offer to per
form such acts for the public generally.
Sec. 4. The provisions of this Act are not in
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ants in the particular state, territory, country or may neither refuse to issue, nor refuse to renew, nor
province, were, at the date of the license or certifi suspend, nor revoke any certificate of registration,
cate, substantially equal to the requirements then however, for any of these causes, unless the person
accused has been given at least twenty days’ notice
in force in this state; and
(2)
That the particular state, territory, country in writing, of the charge against him, and a public
or province extends a similar privilege to the persons hearing by the Department of Registration and
Education.
registered under this Act.
Upon the hearing of any such proceeding, the
Sec. 10. Upon payment of the required fee, the
Department of Registration and Education shall Director of Registration and Education, the Assistant Director of Registration and Education, and
grant without examination :
(1) A certificate of registration as a public ac or the Superintendent of Registration may admin
countant to any resident of this state, or to anyone ister oaths, and the Department of Registration and
who has a place for the regular transaction of busi Education may procure, by its subpoena, the atten
ness as a public accountant within this state, and dance of witnesses and the production of relevant
who shall apply therefor in writing to the Depart books and papers.
Any circuit court or any judge of a circuit court,
ment of Registration and Education before the first
day of October, 1927, and who satisfies the Depart either in term time or in vacation, upon application
ment of Registration and Education that he is of either of the accused or of the Department of Regis
tration and Education may, by order duly entered,
good moral character, who:
(a) Has received a certificate as a public expert require the attendance of witnesses and the produc
accountant from the University of Illinois under tion of relevant books and papers before the De
“An Act to regulate the profession of public account partment of Registration and Education in any hear
ants,” approved May 15, 1903, as amended, or who ing relating to the refusal, suspension or revocation
(b) For a period of not less than one year imme of certificate of registration. Upon refusal or neg
diately preceding the taking effect of this Act has lect to obey the order of the court or judge, the
been continuously and actively engaged at an estab court or judge may compel, by proceedings for con
lished place of business in practice as a public tempt of court, obedience of its or his order.
Sec. 13. A public accountant shall not be re
accountant, either as an individual on his own
account, or as an active member of a partnership or quired by any court to divulge information or evi
dence which has been obtained by him in his con
firm or as an officer of a corporation.
(2) A certificate of authority to practise as a fidential capacity as a public accountant.
Sec. 14. The fee to be paid by the applicant for
public accountant to :
(a) Any partnership which makes application an examination to determine his fitness to receive
therefor in writing and all of the members of which a certificate of registration is twenty dollars ($20.00).
The fee to be paid for the issuance of a certificate
hold certificates of registration as public account
ants issued by the Department of Registration and is five dollars ($5.00).
The fee to be paid for the renewal of a certificate
Education under the provisions of this Act; or
of registration is one dollar ($1.00).
(b) Any corporation which is authorized by its
The fee to be paid for the restoration of an expired
charter issued prior to the taking effect of this Act
to practise public accounting in this state, all officers certificate of registration is five dollars ($5.00).
Sec. 15. The Department of Registration and
of which hold certificates of registration as public
accountants issued by the Department of Registra Education may adopt reasonable rules and regula
tion and Education under the provisions of this tions relating to the administration and enforce
Act, and which makes application therefor in writing ment of the provisions of this Act.
Sec. 16. Each of the following acts is a misde
before the first day of October, 1927.
Sec. 11. Every public accountant who continues meanor, punishable upon conviction, by a fine of
in active practice, shall, annually, during the month not less than one hundred dollars ($100.00) nor
of April, renew his certificate of registration, and more than one thousand dollars ($1,000.00) or by
pay the required renewal fee. Every certificate of imprisonment in the county jail for not more than
registration, which is not so renewed, shall expire on six months or by both such fine and imprisonment:
(a) The practice of public accounting in so far as
the first day of May of that year. After a certifi
cate has expired, it may be restored only upon pay it consists in rendering service as described in Sec
tion 1 without a certificate of registration in viola
ment of the required restoration fee.
Any public accountant who retires from the prac tion of the provisions of this Act;
(b) The obtaining or attempting to obtain a cer
tice of public accountancy for not more than five
years, may renew his certificate of registration upon tificate of registration by fraud;
(c) The use of the title “Public Accountant” or
payment of all lapsed renewals fees.
Sec. 12. The Department of Registration and the abbreviation “P. A.” or any words or letters
Education may either refuse to issue, or may refuse indicating he is a public accountant, by any person
to renew, or may suspend, or may revoke any certifi who has not received a certificate of registration or
cate of registration for any one, or any combina authority to practise as a public accountant.
Sec. 17. Nothing contained herein shall be con
tion of the following causes:
(c) Conviction of a felony, as shown by a certi sidered as prohibiting certified public accountants
or public accountants of other states from practising
fied copy of the record of conviction;
(b) Conviction of any crime, an essential element in this state in pursuance of any engagement origi
nating from without this state.
of which is dishonesty or fraud;
Sec. 18. Nothing contained in this Act shall be
(c) Proof of knowingly certifying to any false or
fraudulent report, certificate, exhibit, schedule or construed or taken as repealing or as in any way
affecting in whole or in part the provisions of an act
statement;
entitled “An Act to regulate the profession of public
(d) Proof of gross carelessness or incompetence in
accountants” approved May 15, 1903, as amended.
performing services described in section 1.
The Department of Registration and Education
A pproved J uly 7, 1927.
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AMERICAN INSTITUTE ANNUAL MEETING
Special Train to Del Monte
Members and associates of the American
Institute are urged to make reservations
immediately on the special train which is
to leave the Union station, Chicago (via
Burlington route) at 9.30 a.m., September
7th, for the annual meeting at Del Monte—
by way of many interesting places.
Those who travel with the official party
on the special train will participate in
what promises to be a thoroughly pleasant
trip. The journey will not be a tour, in
the odious sense of the word. Each member
of the party will be a free lance in seeking the
diversions which please him or her most.
No supervised sightseeing has been ar
ranged, nor have plans been made for mass
entertainment of any description. Travelers
on the special train will have, however,
plenty of congenial companionship. The
best equipped railroad cars that can be ob
tained are being provided by the Raymond &
Whitcomb Company. The equipment in
cludes special cars containing a recreation
hall, barber shop, library and lounge,
gymnasium, shower baths and luxurious
bedrooms. The costs to each passenger
will be practically the same as those of
ordinary transportation.
Every possible facility has been invoked
to assure each member of the party a good
time. The itinerary, which has already
been published in detail, takes in the cities
of Winnipeg, Spokane, Seattle, Portland,
San Francisco, Del Monte, Los Angeles
and Albuquerque, Yellowstone National

Park and the Grand Canyon of the Colorado.
Del Monte itself, where the meeting will
take place, is nationally famous for its
recreational facilities.
Many reservations on the special train
have already been made, but there is still
room for members of the Institute and their
guests who wish to join the official party.
As there remain only a few weeks in which
arrangements may be completed, prompt
action will be appreciated. Requests for
accommodations may be addressed to the
offices of the Institute or to any one of the
offices of the Raymond & Whitcomb
Company.

Entertainment in California
SAN FRANCISCO
Plans for the entertainment of visiting
members of the Institute at the time of the
annual meeting in September by San Fran
cisco accountants were announced in the
July Bulletin. The Mark Hopkins hotel
has been selected as official headquarters
during the stay in San Francisco. The
Mark Hopkins is a new structure offering
every facility for comfort. A buffet lun
cheon is to be served there in the Room of
the Dons on September 17th, the day on
which the Institute party from the east is
scheduled to reach San Francisco. The San
Francisco chapter of the California Society
of Certified Public Accountants has sent a
formal invitation to every member and asso
ciate of the Institute to be a guest of the
chapter September 17th and 18th.
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LOS ANGELES

committee. Paper by H. M. Temple, C.P.A.,
of St. Paul. Discussion. Ladies to be enter
tained.
5 .3 0 p .m .—Adjourn.
7 .3 0 p .m .—Annual banquet at Fort Garry hotel.

The Los Angeles chapter of the Cali
fornia State Society of Certified Public
Accountants has appointed a committee for
the entertainment of visiting accountants
attending the Institute meeting. George M.
Thompson is chairman of the committee.
The itinerary of the official party of In
stitute members and their guests provides
for a stay of several days at Los Angeles.
The last day of the Institute meeting at
Del Monte will be Thursday, September
22nd. On Friday, September 23rd, the
visitors will arrive at Los Angeles and will
be taken for a tour of the city, including in
spection of one or more motion-picture
studios and an oil field. The party will
then proceed to one of the beaches, where
a banquet will be served at a beach club.
On the following day there will probably
be an excursion to Catalina island, leaving
Los Angeles at nine in the morning and
arriving at the island about noon. Lun
cheon will be provided at the St. Catherine
Hotel and the afternoon will be devoted to
sightseeing trips, including the famous trip
in the glass-bottomed boat. On Sunday,
motor cars will be available for groups that
wish to form private parties for expeditions
to various places of interest.

T h u r sd a y , 8 t h S e p t e m b e r :
9 .3 0 a .m .—Convention reassembles.

Reports of
various committees. Introduction of resolu
tion in regard to one standard examination for
Canada by a central examining body. Ap
pointment of committees. Ladies’ sightseeing
trip and luncheon at St. Charles country club.
Reception of delegates of American Institute
en route to their convention in California.
1 2 .3 0 p .m .—Adjourn.
2 .3 0 p .m . —Convention reassembles. Paper, sub
ject to be decided upon. Discussion, general
business. Ladies return to polo park for
race meeting and afternoon tea.
5 .3 0 p .m . —Adjourn.
7 .3 0 p .m .—Dinner dance and cabaret at Fort
Garry hotel.

F r id a y , 9 t h S e p t e m b e r :
9 .3 0 a .m .—Convention

reassembles. Unfinished
business. Next meeting.
12.00 m . —Adjourn.
12.00 m .—Final council meeting.
1 2 .3 0 p .m .—President’s luncheon to Dominion coun
cil.
2 .3 0 p .m . —Leave Fort Garry hotel for St. Charles
country club for golf challenge cup compe
tition—Dominion versus Manitoba.

Election of Members
The president of the American Institute
of Accountants has declared elected as of
August 1, 1927, the following applicants for
admission to the Institute:

Convention of the Dominion Associa
tion of Chartered Accountants
Announcement has already been made
that members of the Institute en route to
the annual meeting at Del Monte will be
the guests of the Dominion Association of
Chartered Accountants at its convention
at Winnipeg on September 8th.
The programme for the meeting of
Canadian accountants is as follows:

For advancement to membership:

Charles S. J. Banks, Chicago
Robert Gauss, Chicago
Bernard M. Gordon, New York
Alan P. L. Prest, Detroit
For admission as members:

Andrew H. Borman, New York
Harry Cohen, Philadelphia
George W. Contant, Buffalo
Samuel Gever, Philadelphia
Lawrence Giles, Seattle
Benjamin Hicklin, San Francisco
William P. Hillbrant, New York
Henry W. Hunt, New York
Donald J. Hutchinson, Chicago
Henry J. Jumonville, New Orleans
Cletus H. Lee, Chicago
Robert J. Leo, Portland, Oregon
William A. Levick, Philadelphia
Lewis Lilly, San Francisco
Russell H. Morrison, Chicago
Hugh S. O’Reilly, New York
Charles O. Passmore, Chicago
John H. Verkouteren, Baltimore

DOMINION CONVENTION, 1927
Winnipeg, Manitoba
September 7th, 8th and 9th
Preliminary Programme
W ed n esd a y , 7t h Se pt e m b e r :

9.00 a .m . —Meeting of the council.
10.00 a .m .—Opening session. Addresses of welcome.
President’s address. Appointment of com
mittees. Appointment of auditors. Ladies’
trip to lower Fort Garry and luncheon.
12.30 p .m .—Adjourn.
2.30 p .m .—Convention reassembles. Reports of
constituent societies. Reports of C. C. A.
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part of the “experts comptables” and there
seems to be no machinery for depriving un
worthy accountants of their titles.
The law evidently was introduced at the
instance of the ministry of education and
of the ministry of commerce and industry,
and its operation presumably will be under
their direction.

For admission as associates:

Harry P. Baumann, Chicago
Alexander B. Dick, New York
Ray R. Dobson, Chicago
Samuel Gereboff, Providence
John Jaffe, New York
Roy A. Janz, Fargo, N. D.
Thomas B. Matthews, St. Louis
David E. Short, Nashville

The president’s action was taken after
the applicants had been recommended by
the board of examiners and duly elected by
the council.

Chartered Accountants’ Law in South
Africa
In the March, 1927, Bulletin announce
ment was made of the proposal in the
legislature of the Union of South Africa of
a bill to provide a designation for members
of professional societies of public account
ants. The governor-general of the Union
of South Africa has now given his assent
to the bill, which is known as the chartered
accountants’ designation (private) act. The
text of the measure is as follows:

Accountancy Law in France
In the French Journal Officiel for June 2,
1927, there is published a decree, dated
May 22nd, by which accountancy in France
receives official recognition. A “brevet,”
or diploma, is to be bestowed on accountants
who fulfil specific requirements, conferring
on them the title of “expert comptable.”
A preliminary and a final examination
are provided for candidates for such state
recognition, and five years’ service with a
recognized accountant are required in the
interim between the two. Both examina
tions are to be partly written and partly
oral, and according to the regulations pub
lished they will be rather searching. The
preliminary examination, for which only
candidates nineteen years of age or more
are eligible, may include matter on ele
mentary accounts, commercial arithmetic,
law, political economy and the organization
of business. The final may include ad
vanced bookkeeping, banking and stockexchange practice, accounting in relation
to legal procedure, taxation law and com
mercial law.
Possessors of certain certificates of higher
education may be held exempt from the
preliminary examination. There is also a
kind of “waiver clause,” effective for only
one year after the passage of the law, where
by the title “expert comptable” may be con
ferred on members of specified professional
organizations. Such members must be at
least 30 years of age and prove that they
have practised their profession for five
consecutive years. In the discretion of the
minister of education, candidates other than
organization members may be officially
recognized under the same conditions.
The Journal Officiel apparently makes no
mention of professional obligations on the

PRIVATE ACT
To provide a designation for members of the
Transvaal Society of Accountants, the Natal So
ciety of Accountants, the Cape Society of Account
ants and Auditors (incorporated 1907), and the
Society of Accountants and Auditors in the Orange
Free State.
Whereas by the accountants ordinance, 1904, of
the then colony of the Transvaal provision was
made for the registration of persons publicly prac
tising or entitled to practise publicly as accountants
in the Transvaal so as to distinguish qualified from
unqualified persons and provide a qualification for
admission to the register of accountants established
by the said ordinance:
And whereas by the accountants act, 1909, of the
then colony of Natal the like provisions were made
as regards the registration of persons publicly prac
tising or entitled to practise publicly as accountants
in Natal, which ordinance and act are still in force:
And whereas during the year 1907 there were
formed by means of memorandum and articles of
association in the then colonies of the Cape of Good
Hope and Orange River Colony societies now styled,
respectively, the Cape Society of Accountants and
Auditors (incorporated 1907) and the Society of
Accountants and Auditors in the Orange Free State
having for their object the betterment or advance
ment of the profession of accountant:
And whereas the societies created under the ordi
nance and act aforesaid now cooperate with the
societies so formed in the Cape and Orange Free
State Provinces in the matters of reciprocal ad
mission to membership, qualification for admission
to membership and the conduct of examinations of
persons desirous of practising as accountants:
And whereas by the combined efforts of the said
four societies a large body of highly qualified persons
has been created throughout the Union possessing
a status warranting the conferring upon the in
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dividual members of the said societies of a statutory
designation:
And whereas it is expedient that the members of
the aforementioned societies should be entitled to
use the designation “chartered accountant (South
Africa)” or “chartered accountant (S. A.)” or the
initials “F.C.A. (S.A.)” or “A.C.A.(S.A.)” or “C.A.
(S.A.)” and that the unauthorized use of the said
designation or initials or of the designation “char
tered accountant” or the initials “F.C.A.,” “A.C.A.”
or “C.A.” shall be a punishable offense.
Be it enacted by the king’s most excellent majesty,
the senate and the house of assembly of the Union
of South Africa, as follows:

is not unanimous in its desire for the passage
of such an act and that even its supporters
are not sanguine regarding its chances for
success.

Management Week
The interest in the plans and programme
for this year’s management week, October
24-29, 1927, is steadily growing, according
to R. M. Hudson, secretary of the national
committee in charge of arrangements.
Local organizers have been selected in 58
Use of designation “chartered accountant (South
places
and local committees have already
Africa) ”
been formed in ten towns or cities. Ac
1.—(1) Every member of the Transvaal Society cording to Mr. Hudson, each year since
of Accountants, the Natal Society of Accountants,
1921, when management week was first
the Cape Society of Accountants and Auditors and
the Society of Accountants and Auditors in the instituted, has witnessed a decided in
Orange Free State shall be entitled to use the desig crease in support. The 1926 programme
nation “chartered accountant (South Africa)” was the most successful. In that year 252
or “chartered accountant (S.A.)” or the initials meetings were held in more than 100 cities.
“F.C.A. (S.A.),” “A.C.A. (S.A.)” or “C.A. (S.A.).”
(2)
Any person who uses the designation “char The combined attendance at these meetings
tered accountant (South Africa)” or “chartered of executives, business leaders, engineers
accountant (S.A.)” or the initials “F.C.A. (S.A.)” and others interested in management was
or “A.C.A. (S.A.)” or “C.A. (S.A.)” shall be guilty over 30,000.
of an offense and liable on conviction to a fine
The topic for the 1927 meetings is “Man
not exceeding fifty pounds unless he proves that he
is a member of one or other of the societies specified agement’s part in maintaining prosperity.”
in subsection (1), and any person who uses the The national committee regards this topic
designation “chartered accountant” or the initials as a fortunate one, because of the high level
“F.C.A.,” “A.C.A.” or “C.A.,” either alone or in
combination with any other words, or any name, of prosperity prevailing throughout the
title or description, shall be guilty of an offense and United States and the necessity to con
liable on conviction to a fine not exceeding fifty solidate the gains made in recent years as
pounds unless he proves that he is a member of a
society incorporated by royal charter or legislative a safeguard against recession. Ever since
enactment, membership of which is at present 1921, when the Hoover committee on waste
accepted as a qualification for admission to any one in industry issued its report placing the
of the societies specified in subsection (1).
responsibility for 50 per cent. of such waste
on management itself and only 25 per cent.
Short title
on labor, there has been a growing recogni
2.—This act may be cited as the chartered tion of sound management as the basis of
business success.
accountants designation (private) act, 1927.
The Hoover committee stated that man
agement has the greatest opportunity and
therefore the greatest responsibility for
Proposed Legislation in Australia
eliminating waste. Management’s answer
The annual reports of the Commonwealth to that challenge is found in a marked
and Federal Institutes of Accountants, increase in per capita productivity during
Queensland divisions, indicate that efforts the last five years.
may be made in the near future toward
I t is the belief of the national committee
compulsory registration of accountants by on management week that as long as waste
law, according to The Australasian Account exists to any measurable degree in the
ant and Secretary. Agitation for legislation operation of business there is a definite need
for accountancy in Queensland originated in for educational work of the kind undertaken
1911 and has continued intermittently up in management week, and the experience
to the present time. It may be inferred of the organizations sponsoring manage
from remarks made by the state president ment week is that the results gained justify
of the Federal Institute that the profession the effort. This year many business execu4
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golf course, Indianapolis, August 18th. The
tournament is open to members of the asso
ciation and to their employees.

tives, managers and other officers re
sponsible for the efficient operation of
many industries will participate in the
programmes to tell from their experiences
what policies and practices they have found
most helpful.
The organizations sponsoring manage
ment week, one of which is the American
Institute of Accountants, have been an
nounced in previous issues of the Bulletin.
The following organizations have pledged
support of the work this year:
The Chamber of Commerce of the United
States, the International City Managers’
Association, the National Wholesale Gro
cers’ Association, Associated Industries of
Massachusetts, California Manufacturers
Association, Manufacturers Association of
Connecticut, Associated Industries of Mis
souri, New Hampshire Manufacturers As
sociation, and the Retail Credit Men’s
National Association.
The secretary of the national committee
has expressed the hope that many members
of sponsor organizations will take an active
part in the local programmes. The topic
for this year’s discussion is particularly
significant to accountants and it is hoped
that many members of the American
Institute of Accountants will desire to
take part in observing management week
for 1927.

Pittsburgh School of Accountancy
Ernest Crowther of Pittsburgh has ac
cepted an appointment as dean of the Pitts
burgh School of Accountancy. Mr. Crowther
said that he assumed the position be
cause of the opportunity it offered him to
serve the interests of the profession of
accountancy. He will continue his account
ing practice in addition to discharging the
responsibilities of his academic position.
Hotel Accountants Association
At a meeting of the Hotel Accountants
Association held in New York, June 28th,
the question of the organization of a na
tional association for hotel accountants
was given extended consideration. The
chairman read letters from the various
chapters of the Hotel Accountants Associa
tion, which have recently been formed,
giving their opinions on the advisability of
the inception of a national body. Places
for a possible national meeting were sug
gested, among them being Detroit and New
York.
The chairman said that the Hotel Ac
countants Association plans to take up
the question of composing standardized
forms for hotel accounting corresponding
with those given in the manual, A Uniform

District of Columbia Institute of Cer
tified Public Accountants
The annual meeting of the District of
Columbia Institute of Certified Public
Accountants was held at the Columbia
country club, Chevy Chase, Maryland,
June 20, 1927. Annual reports of officers
were read and accepted. C. B. Darby and
William G. Buchanan were unanimously
elected members of the board of governors.
John J. Miller was elected auditor for the
ensuing year by unanimous vote. The
meeting was preceded by a dinner served
at the Columbia country club, and enter
tainment under the direction of J. P. Mullane concluded the programme.

Uniform Accounting System for Retail
Stores
A uniform system of accounting based
on the retail inventory system was adopted
at the quarterly meeting of controllers of
the American Retailers, Inc., June 29th.
The new accounting method will go into
effect January 31, 1928. It is expected
that its use will result in a more uniform
operation of the member stores of the
organization, so that exchange of figures and
statistics for comparison will be possible.

Indiana Association of Certified Public
Accountants
The first annual golf tournament of the
Indiana Association of Certified Public
Accountants will be held at the Riverside

Accountants’ Committee of American
Arbitration Association
A recent statement issued by the ac
countants’ committee of the American
Arbitration Association reports that subject

System of Accounts for Hotels.
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matter related to arbitration may be in
cluded in the curricula of schools interested
in accountancy. A subcommittee of the
accountants’ committee composed of repre
sentatives of educational institutions in
terested in accountancy has announced
that a resolution to this effect was approved
at a meeting of the Association of Collegiate
Schools of Business at Harvard University,
May 5th.
The American Arbitration Association has
expressed the hope that the accountants’
committee will become a standing com
mittee, meeting annually to adopt its
report and elect officers. The opinion of
the committee members on this suggestion
has been solicited.
The American Arbitration Association
has recently published literature for the
use of accountants in interesting their
clients in arbitration. Among these docu
ments are a report of activities of the as
sociation dated June 1, 1927; reprint of an
article by Irving T. Bush called “Arbitra
tion in business” ; a leaflet describing the
American Arbitration Year-book for 1927,
and a series of publications on commercial
arbitration prepared under the direction
of the association.
Practical Experience in Accounting
Courses
In the Bulletin of April, 1927, it was
announced that the University of Minne
sota had made arrangements whereby stu
dents of accounting might be employed as
junior accountants by local accounting
firms during certain quarters of the school
year, returning to the university to complete
their theoretical study before graduation.
Similar plans have been adopted in several
other colleges, according to the Accounting
Review, official publication of the American
Association of University Instructors in Ac
counting.
At Marquette University about fifteen
students are obtaining practical expe
rience with accounting firms in Milwaukee.
The positions are usually obtained by in
structors, and the college authorities main
tain some supervision over the work of the
students by means of conferences with the
employers.
Arrangements are being made at North
western University to provide practical
experience for selected accounting students.

These men will drop their school work
entirely during the winter quarter to act
as junior accountants on the staffs of local
firms. A member of the faculty will super
vise their work during this period. The
students will complete their academic work
during the summer session.
The accounting staff of the University
of Oklahoma is considering opening an
accounting office to provide means by which
students may acquire familiarity with prac
tical conditions. Graduates of the account
ing course at the university will be permitted
to take the C. P. A. examinations with only
one year’s experience in public accounting
instead of the three years’ practice required
of others.
About fifteen seniors in accounting at
Syracuse University were assigned as audi
tors, without salary, in a campaign for a
community chest. Other accounting stu
dents were temporarily excused from atten
dance at classes in order that they might
assist local firms in audit work.
Seniors at the University of Texas have
been required for graduation to complete
two or three quarters of business experience
which they have been able to obtain in the
winter quarter at public accountants’ offices.
Last year more positions were available
than were needed. Salaries obtained by
the students ranged from $75 to $135 a
month.
William E. Montelius
William E. Montelius, a member of the
American Institute of Accountants and a
certified public accountant, died at the
Presbyterian hospital, Philadelphia, June
7th, after an illness of about three months.
A committee of members of the Pennsyl
vania Institute of Certified Public Account
ants was present at the funeral services.
Mr. Montelius was a member of the
American Association of Public Account
ants, predecessor of the Institute, and of the
American Institute since its inception in
1916. He was one of the original members
of the Pennsylvania Institute of Certified
Public Accountants, having received his
C. P. A. certificate immediately following
the passage of the accountancy law in
Pennsylvania in 1899. During 1901 and
1902 he served as treasurer of the Pennsyl
vania Institute and at various times he
occupied positions on different committees.
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STATE LEGISLATION
As the legislative season draws to a close,
all but a few legislatures having already
adjourned, it is possible to summarize
briefly the results of the sessions as far as
their effect upon accountancy is concerned.
More than 25 different bills directly affect
ing accountancy were disposed of in 18
states. The large majority were killed,
many being opposed by the state societies
of certified public accountants because of
waiver clauses or other undesirable pro
visions. Accountancy laws were passed and
approved in Florida and Illinois; a bill
reorganizing the state board was passed in
Arkansas, and an attempt at amendment of
the Indiana accountancy law was successful.
In the territory of Alaska and in the follow
ing states accountancy bills, or amendments
to existing accountancy laws, were intro
duced and defeated: Arizona, California,
Maryland, Missouri, Minnesota, New York,
North Dakota, Oklahoma, Oregon, South
Dakota, Tennessee, West Virginia, Wyom
ing. Past issues of the Bulletin give the de
tails of the introduction and fate of these
various bills.

provides that applicants who have been
granted the degree of bachelor of science
in commerce and business administration
at the University of Alabama, have com
pleted the prescribed courses in accounting
and commercial law required of students
specializing in those subjects, and have had
at least two years’ practice in public ac
counting may be granted certificates with
out examination.
The proposed law also provides for crea
tion of a state board of accountants; the
examination and certification of public
accountants, and penalty for violation of
the provisions of the act or for making false
or fraudulent reports.
Alabama house bill No. 359 has been
passed in both the houses of the legislature
and approved by the governor. The bill
provides that persons, firms, companies,
corporations or associations engaged in cer
tain vocations or professions specified in the
act shall procure and pay for a licence. The
fee for the licence of a public accountant is
$25. Accountants, however, who have re
ceived less than $1,000 from the practice of
their profession during the preceding year
shall be required to pay only one half this
sum.

Alabama
An accountancy bill has been proposed
in the Alabama legislature, designated as
senate bill No. 392. The proposed law
includes a waiver clause providing that
accountants who have had at least five
years’ public practice may receive certified
public accountant certificates without ex
amination. Another section of the bill

Georgia
Senate bill No. 135, recently introduced
in the Georgia legislature, would require
accountants to register with the board of
examiners.

STATE BOARDS OF ACCOUNTANCY
Illinois

Nathan W. Levin, Hiland B. Noyes, Joseph
C. Pattis, Clifford C. Stone, Clifford E.
Rudolph, William Vihon, Philip C. Walker,
Philip K. Weinig, Herman Weinstein, Henry
F. Zoelck, Clarence S. Pattengale, Harlde
Harmon, Byron B. Phillips, Arthur Ray
mond, E. Rickbeil, Alex J. Fulton, William
V. Keeley, Arthur Kilper, Bernard J. Oliver,
Russell L. Peters, William M. Stewart
and William J. Sweeney.
Certificates have been granted these
applicants.

The following candidates for the C. P. A.
certificate in Illinois successfully passed
the examination held last May: Hale L.
Newcomer, Russell E. Simmons, Arthur
H. Winakor, Lawrence H. Jones, Paul M.
Anderson, Walter H. Rohe, Gerald C.
Telling, George Cutting Crok, Robert B.
Bruns, Thomas P. Carley, Wilbur A. Griffen,
Lloyd L. Grisamore, Harry R. Hurvitz,
Stabley F. Jablonski, William A. Jarvey,
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Arthur H. Winakor was awarded the
gold medal given by the Illinois Society of
Certified Public Accountants for having
gained the highest rank in the examination.

Iowa
E. J. Wiedman has succeeded C. B. Tomp
kins as a member of the Iowa state board of
accountancy.
Montana
W. Grant Hoage has resigned as a member
of the Montana state board of accountancy
owing to the fact that he is no longer a
resident of the state. Roscoe L. Thomas
has succeeded Mr. Hoage as a member of
the board.

New Jersey
Governor Moore of New Jersey has ap
pointed William Surosky as a member of
the state board of public accountants.
Mr. Surosky succeeds James F. Welch,
whose term expires September 16th. Wil
liam H. Compton has been reappointed a
member of the board.
Washington
Certified public accountant certificates
were awarded by the state board of ac
countancy of Washington to the following
candidates who successfully passed the
examinations in May, 1927: Harry Ander
son, Fred E. Brown, Robert T. Knight, V.
Heydendahl, Vivian Harold Howie, Eric
Preston Van, John James Georgeson, Oscar
Gilbertson, Peter McKenna, Richard Kirk
Wasson and Ogle J. Wills.

REVIEWS
ditions in Cuba, the speaker called attention to the
impossibility of borrowing money on chattel
without delivering that chattel to the mortgagee,
even though the chattel were live stock. This
procedure completely defeats the purpose of the
transaction. Similar illustrations of undesirable
provisions in the tax laws and the unsatisfactory
condition of commercial arbitration in Cuba were
given by the speaker.
In addition to these matters needing the attention
of the Cuban congress, said Mr. Field, there are
many deficiencies in methods of establishing and
giving credit, which seems to be a thing that is
guessed at. It was the speaker’s opinion that
credit should not be extended by a banker or a
merchant until a careful study has been made of a
properly prepared balance-sheet showing the exact
financial condition of the client. Mr. Field drew
attention to the fact that the federal reserve bank
of the United States will not discount the paper of
its member organizations unless it is accompanied
by a properly prepared financial statement certified
by a public accountant. Mr. Field had prepared
Spanish translations of the model balance-sheet
promulgated by the federal reserve board, copies
of which were distributed among his audience,
in order that those in attendance might gain an
idea of the nature of the information demanded of
borrowers in the United States. He referred
particularly to several items on the balance-sheet.
He said, for instance, that it is not sufficient to
state the total of cash on hand under the cash item,
since the balance subject to cheque in each bank
and the name of each bank must be shown. The
speaker told of the custom of American accountants
to verify outstanding accounts by direct corre
spondence and he said that a big step forward
would be made when this method became estab

WILLIAM P. FIELD—“THE GENERAL EF
FECT ON BUSINESS OF THE NATIONAL
ASSOCIATION OF CREDIT OF CUBA AS
VIEWED BY A PUBLIC ACCOUNTANT”

Address delivered before the National
Association of Credit of Cuba, Havana,
April 4, 1927.
After thanking his hearers for the privilege of
addressing them, the speaker said that in his opinion
the merchants, manufacturers, bankers and lawyers
of Cuba must be educated to modem methods be
fore the country may enjoy its maximum prosperity,
and that the National Association of Credit must
lead the reformation. He said that the present
poor business conditions were produced largely by
defective legislation, ill-advised tax laws and lax
methods for establishing and giving credit. It is
useless, said Mr. Field, to attempt credit operations
in a country where notes have almost ceased to
exist and in which no two lawyers and no two
banks apparently agree on the correct form of an
acceptance.
Statutory provisions regarding not only nego
tiable instruments but also power of attorney, bank
ruptcy laws, conditional sales, mechanics’ liens,
chattel mortgages and commercial arbitration in
Cuba are not satisfactory, said the speaker. He
described the illogical condition existing because of
the absence of the conditional sales contract, which
is not used in Cuba. For instance, he said that if
one wished to sell a locomotive for $40,000, the
vendor would be compelled to draw up one con
tract agreeing to take $39,000 in rent spread over a
period of months and at the same time draw up
another contract agreeing to sell the machine for
$1,000 when the rental contract is complied with.
Continuing his illustrations of unsatisfactory con
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lished in Cuba. Mr. Field spoke in particular,
also, of the inventories and fixed assets items.
In concluding, the speaker said, “In short, credit
worthy of the name can not exist in a country in
which there is any doubt as to the correct wording
of negotiable instruments, where the power of
attorney of a party to a contract can be placed in
doubt, where the procrastinations and pitfalls of the
law seem to be devised as methods to assist the in
solvent debtor rather than hold him to strict
accounting, where an agreement to arbitrate is no
agreement a t all, where the tax burden fluctuates
and is badly distributed, where the customs of
merchants are so devious th a t they are obliged to
pay ten per cent. for money which in other parts
of the world is worth but seven, and where the
merchant class places confidence in stories of for
tune tellers as a basis of credit rather than upon
statements properly prepared by public account
ants.”

a good accounting system should be installed and
operated. The primary requirement of the sys
tem is its adaptability to the needs of the business,
and often methods already in use may provide the
foundation for such a system.
Occasionally an accountant is requested to plan an
entire office system, suggesting complete equip
ment for the establishment, says the writer.
The important p art which may be played by ac
countants in opening and closing books is next
touched upon. The writer also mentions the im
portance of financial statements prepared by public
accountants for credit purposes. He speaks of the
increasing tendency of fraternal and other member
ship organizations to have professional accountants
conduct audits which were formerly commonly made
by members of the organization, often unskilled in
the work.
Accountants, says the writer, are often called
upon to investigate technical matters in dispute in
civil actions. He also writes of the role of ac
countants which is becoming increasingly prevalent
in arbitrations or out-of-court settlements. Liqui
dations, tax services, consultations, and expert testi
mony, as performed by the public accountant, are
touched upon by the writer.
The necessary familiarity of the accountant with
the private affairs of a client naturally presupposes
absolute integrity and impeccable personal char
acter on the part of the accountant, says the writer,
and he expresses thoroughly the meaning of the
C. P. A. certificate and the obligations which its
holders undertake.

JOHN R. RUCKSTELL—“TH E PUBLIC
ACCOUNTANT”

Article published in San Francisco Busi
ness, June 8 , 1927.
The writer commences his article with a statement
of the necessity for scientific administration in
modem business, and he mentions the specializa
tion in various fields of business which is current
in commercial activity. He then outlines the vari
ous functions which the specialization of the pro
fessional public accountant qualifies him to under
take.
The writer first mentions various types of in
vestigations. An accounting investigation which
is proposed merely to determine the honesty or
proper qualifications of employees may be confined
to accounting records or cash accountability without
regard to administrative policies. If the accountant
be employed to investigate on behalf of stockholders
his work must be more comprehensive, including a
determination of the true status of the business and
reports on administrative policy, and all matters
indicating the present value and immediate pros
pects of the enterprise. Such investigation calls
for impartial and unprejudiced judgment. In
vestigation on behalf of stockholders should include
all these activities and, in addition, an estimation of
intangible conditions, such as personnel, policy,
goodwill, etc. The training and broad experience
of an accountant enable him to find readily the
elements of weakness in the business, which may be
from any one of many causes.
The writer mentions the various objects of audit
ing, such as disclosure of irregularity, increasing
efficiency, encouragement of economy, and not
infrequently improvement of credit.
Emphasis is given the fact th at a professional
accountant is qualified by training and experience
to look beyond the figures of a business and to offer
as a result of his findings logical means for improve
ment.
A good accounting system is described by the
writer, who says th at it should present a complete
chronological record of all material transactions,
should be liable to indefinite expansion without
radical change and should immediately provide
accurate data for statements of condition a t a
given time. He also gives in detail ways in which

CADDIE H. KINARD—“HOW TO F IG U R E
YOUR PERCENTAGE OF COLLECTIONS”

Address delivered at a meeting of the
Retail Credit Men’s Association, El Dorado,
May 26, 1927.
The speaker first mentioned the importance, es
pecially to businesses extending credit, of a proper
determination of the percentage of collections.
He said th a t a knowledge of true conditions, such
as may be provided by an adequate accounting
system, is a prerequisite to an accurate estimation
of percentage of collections. The method used
in such computation should be the one affording the
most satisfactory results to the particular business
which employs it.
Before describing the methods of determining
the percentage of collections, the speaker reminded
his audience th a t any business must pay someone
for the use of capital it has invested in accounts
receivable. For borrowed capital it must pay in
terest, and for stockholders’ investments dividends
must be paid. Uncollected accounts receivable
are capital furnished debtors without charge. I t
is, therefore, evident th at the cost of accounts re
ceivable must come out of the margin of profit re
sulting from sales a t the time the transaction is con
summated. No m atter how long the account is
permitted to run there is no increase in profit, but
postponement of collection of accounts results in
smaller return on investment, heavier collection
expenses and greater possibility of bad debts.
The speaker said th a t a good method for comput
ing percentage of collections is on a basis of turnover
of accounts receivable, which may be computed
effectively by dividing the average amount of the
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outstanding accounts receivable at the close of a
fiscal period by the average daily sales. The
speaker gave an illustration of this method. He also
told how the efficiency of the credit department
may be judged by comparison of the credit period
with the nominal credit period, and he gave a
formula for the purpose.
Another method of computing the percentage of
collections which was mentioned by the speaker is on
the basis of outstanding accounts at the close of the

period immediately preceding that under review.
The value of the results depends largely on uni
formity of practice, the speaker said. Comparative
figures will not serve their purpose unless the same
method of computation be used universally in the
business.
As the information used in preparing these state
ments must be obtained from the accounting rec
ords, it is naturally necessary that the accounting
system in use yield reliable data.

COURT DECISIONS
Corporations
It was held that complainants were not
entitled
to the relief sought. They were not
Foreign corporations.
I t has been held that the mere fact stockholders in the new corporation, had no
that a non-resident corporation keeps an right to inspect the books and records, and
office in the state of its creation, does the trust agreement did not constitute a
not relieve it from a Pennsylvania statute revocable proxy of the right to vote for
which applies to a corporation which comes directors and officers of the new corporation.
The court decided, further, that those who
into the state to maintain its home office
and to transact nearly all its business there. appear on the stock register or transfer book
Commonwealth of Pennsylvania v. Sun of a corporation as stockholders have the right
Oil Co., court of common pleas, Pennsyl to vote for directors and to be elected directors
although the whole equitable interest in the
vania, April 8, 1927.
stock represented by them is in some other
Reorganization.
Stockholders.
When person.
Babcock, et al v. The Chicago Railways Co.,
holders of participation certificates were
et
al. Illinois supreme court, April 27, 1927.
not stockholders in reorganized corporation.
A suit was filed by complainants claiming
Stockholders. Liability to creditors after
the rights of stockholders in defendant corpor
ation and seeking to enjoin action of the direc dissolution where stock claimed to be not
tors until after a meeting of complainants and fully paid though directors decided that
others as stockholders. Complainants were assets given for stock at time were equal to
holders of participation certificates in de its par value. Burden of proof under statute
fendant corporation, issued under a trust making director’s decision conclusive.
A North Carolina statute provided that
agreement dated August 1, 1907. It ap
peared that the reorganization of certain the judgment of the directors of a corpora
insolvent street-railway corporations was tion as to the value of the property pur
effected by the creation of a new corpora chased by it and paid for by its stock was
tion (defendant) as required by the terms final and conclusive in the absence of actual
of a municipal ordinance renewing the fraud. A successful partnership with a
franchise. All the stock of the former surplus of assets over liabilities of $8,000,
companies was placed in trust in the names sold all its assets to a corporation, receiving
of defendants as depositaries, who were eighty shares of stock, par $100. The
the sole owners of the capital stock of the corporation was unsuccessful and after it
new corporation.
Complainants were ceased to do business a creditor brought an
holders of stock in the former companies, action in which he attempted to attach
to whom had been issued participation liability to the partners as stockholders,
certificates under said trust agreement, on the ground that the assets were not worth
and sought also to have declared no longer the par value of the stock. The court
operative so much of said agreement as instructed the jury that the burden was
conferred on the defendant depositaries upon the partners to show that the property
the right to vote the stock of defendant was worth $8,000, but that under the
company and that the control of defendant provisions of the statute the directors’
company be decreed to be henceforth in judgment as to the value of the property
purchased was final and conclusive in the
directors to be elected by complainants.
10

Bulletin of American Institute of Accountants

absence of fraud and that there was no against the complainant companies requiring
evidence of fraud. The jury found that the them to furnish monthly reports of the cost
partners paid $8,000 in money’s worth and of production, balance-sheets and other
the creditor appealed, assigning as error the voluminous information in detail upon a
court’s instruction.
large variety of subjects relating to the
It was held that there was no error since business in which complainant corporations
there was evidence that the property was were engaged. Without questioning the
accepted by the corporation in payment for company’s right to seek relief by injunction,
the stock at the valuation determined by the the commission claimed authority for issuing
board of directors. In such a case stock orders under sections 6 and 9, federal trade
issued is fully paid, not liable to further commission act, September 26, 1914, c.
call or to any further payment and the stock 311, 38 stat. 717, 721, 722.
holder is protected upon showing the valua
It was held that an injunction should be
tion by the board of directors. He forfeits this denied, for there was nothing which the
protection only when actual fraud is shown by commission could have done to seek enforce
one who alleges that he has not paid for ment of the challenged orders, except to
his stock in money or money’s worth.
request the attorney general to institute
New Bern Tire Co. v. Kirkman & Cobb, proceedings for a mandamus or supply him
Inc., supreme court of North Carolina, with the necessary facts for an action to
April 13, 1927.
enforce the incurred forfeitures. If, exer
cising his discretion, he had instituted
either
proceeding, the defendant therein
Trade Regulation
would have been fully heard and could have
Federal trade commission. Procedure adequately and effectively presented every
to enforce orders of commission under ground of objection here sought to be pre
federal trade commission act.
sented.
This was a bill in equity to enjoin the
Federal Trade Commission v. Claire Fur
federal trade commission from attempting nace Co., supreme court of the United
to enforce orders issued by that commission States, April 18, 1927.

HERE AND THERE
C. B. Adams & Co. announce the removal F. Charles Hitchcock and Earl H. Bergof their office to suite 1309, Ambassador gren announce the formation of a partner
building, 411 North Seventh street, St. ship to be known as Hitchcock & Berggren,
with offices at 623 Hollywood Security
______
Louis.
building, Hollywood, California.
Brash, Blanchard & Knust of Hartford,
Connecticut, and Otto F. Taylor and Norman
Miller, Franklin, Basset & Co. and
E. Webster of New York, announce the
consolidation of their practices under the Marvyn Scudder & Co. announce a com
firm name Webster, Blanchard & Taylor, bination of their offices and staffs with the
with offices at 50 Broadway, New York, principal office at 347 Madison avenue,
New York. The entire personnel of both
and 43 Farmington avenue, Hartford.
companies will be retained.
Lester M. Buckley, Lincoln, Nebraska,
announces the removal of his offices from
516-17 Terminal building to suite 1220,
Federal Trust building.
Frederick B. Hill and E. P. Dallas have
formed a copartnership under the firm name
of Frederick B. Hill & Co., with offices in the
Law building, Norfolk, Virginia.

David Schoolman, 511 Fifth avenue,
New York, announces the admission to
partnership of Irving Schoolman and the
change of the firm name to Schoolman &
Schoolman.
______
Pulp and Paper Profits for June contained
an article by Thomas J. Burke entitled,
“Cash discounts.”
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The following paragraphs report publicservice activities of members and associates
of the American Institute of Accountants:

The address made by W. J. Forster,
New York, before a conference of house
managers of teachers’ college of Colum
bia University, May 28th, entitled, “Con
struction of statement of income and profit
and loss and its relation to the budget”
was published in Hotel Review for May.

On May 3rd, A. Henry Baum, New York,
addressed the Lions club of Mt. Vernon
on the relation of the accountant to the
business executive.
Reynold E. Blight, Los Angeles, addressed
a meeting of the Shrine Imperial Council
at Atlantic City, June 14th, on “Philan
thropy.” On July 18th he spoke over
radio station KMIC of Los Angeles on
“Americanism.” In recognition of his work
as professor of advanced accountancy,
Southwestern University has conferred the
degree of LL.D. on Mr. Blight.

At the national convention of the as
sociated Civitan clubs of America in Nash
ville, Tennessee, July 1st, Joel Hunter
of Atlanta spoke on “Citizenship.”
Wayne Kendrick, Washington, D. C.,
has been serving on the budget and audit
committee of the Rotary club of that city.

“Ratios applied to statement interpreta
tion” was the subject of an address made
by W. H. Brown before the business ad
ministration class of the University of
California in June.

Walter A. Levy, New York, spoke to the
Seward Park high-school students, March
23rd, on “Accountancy as your profession.”

Stuart Chase, New York, is the co
author, with F. J. Schlink, of a book called
Your Money’s Worth published in July by
the Macmillan Co.

W. Paxton Little, Niagara Falls, spoke
at a meeting of the Empire State Gas and
Electric Association in that city, May 5th,
on the position of the accountant in the
electrical and gas industries.

Harvey C. Daines, Chicago, addressed
the business men’s club of the Wilson avenue
Y. M. C. A., May 2nd, and the Rotary
club of Wilmette, Illinois, May 18th, on
“Some principles of internal business organ
ization.” On May 11th Mr. Daines spoke
to the executives and department heads of
the Budd Manufacturing Company, Harvey,
Illinois, on budgetary control.
Ralph G. Davis, Chicago, who served
on the Chicago convention committee of
the National Association of Cost Ac
countants, has been elected one of the
directors of the Chicago chapter of the
organization.
______
H.
B. Fernald, New York, spoke at
meeting of the National Coal Association,
June 17th, on “Depreciation and capital
expenditures.” ______
Richard FitzGerald, Detroit, spoke at a
meeting of the local Kiwanis club, April
12 th, on the “General theory of taxation.”

R. C. Lloyd spoke at a luncheon of the
New Orleans Knights of Columbus recently
on “The public accountant—not a detec
tive,” and at a meeting of the Louisiana
Society of Certified Public Accountants,
July 12th, he spoke on proposed changes
in tax legislation. Mr. Lloyd has been
serving as chairman of the city beautifica
tion committee of the New Orleans chamber
of commerce.
John T. Madden, New York, spoke on
“Present status of part-time business educa
tion,” June 17th, at the dedicatory exercises
of Northwestern University school of com
a merce. At a convention of the National
Electric Light Association in Atlantic City
on June 7th he gave an address on “Publicutility accounting.” He also spoke at
meeting of the eastern central division of the
National Electric Light Association, July
15th, at Cedar Point on Lake Erie, on “Pub
lic utilities and public ownership.”
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ANNUAL MEETING OF THE AMERICAN INSTITUTE OF ACCOUNTANTS
Election of Officers, Council Members Auditors:
and Committees
M. E. Peloubet, New York
Leon E. Vannais, Connecticut
The annual meeting of the American
Institute of Accountants was held September
20th and 21st at Del Monte, California.
At the morning session, September 21st, At the council meeting, September 22nd,
the election of officers and members of A. P. Richardson was elected secretary for
council took place with the following results: the ensuing year.
The following committees also were
President:
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J. E. Sterrett, New York
W. J. Wilson, Pennsylvania

Stanley G. H. Fitch
John F. Forbes
Carl H. Nau
T. Edward Ross
William J. Wilson
Board of examiners for three years:

Council for three years:

Charles B. Couchman
Elmer L. Hatter
C. R. Whitworth

J. M. McConahey, Washington
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Board of examiners for one year:

George M. Clark, Tennessee
F. H. Hurdman, New York
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Board of Examiners
The next examinations of the American
Institute of Accountants will be held
November 17th and 18th. The examina
tions will be given at New York and prob
ably at other cities, which will be selected
later.

Ownership of Accountants' Working
Papers
In commenting on the case of Ipswich
M ills v. Dillon which involved the question
of ownership of accountants’ working papers,
The Accountant (London) says editorially:

Plans are being made for a regional
meeting of the American Institute of
Accountants at Providence early in Novem
ber. November 8th has been selected as a
tentative date, and headquarters will prob
ably be at the Providence Biltmore hotel.
Members of the regional committee of the
Institute, together with a committee of the
Rhode Island Society of Certified Public
Accountants are cooperating in making the
preparations. It has been decided that the
meeting will occupy only one day.

“American precedents do no more in this country
than guide the mind of the court, and the decision
now under consideration does not, of course, settle
the law in England. We can hardly imagine, how
ever, that if the question were tested here the de
cision would be otherwise. If an accountant were
obliged to give up, at the conclusion of his engage
ment, all the material necessary for his defense,
his position would be unenviable if the accuracy or
quality of his work were afterwards brought into
question. The usual contract constituting an
accountancy engagement is one under which a
certain result is to be reached and communicated.
The working papers are the means by which the
result is accomplished. It seems, therefore, to fol
low that, in the absence of special provisions in the
contract of engagement, the delivery of the result
is sufficient discharge, and that the working papers
remain both in the possession and the ownership
of the accountant.”

Court Upholds State Board’s Refusal
to Grant Reciprocal Certificate

The full text of the decision in the case
referred to was published in the Bulletin
of the Institute for July, 1927.

Regional Meeting of the Institute

The refusal of the Louisiana State Board
of Public Accountants to issue a reciprocal
certificate as certified public accountant to
Anthony J. Thoman, C. P. A. of Mississippi,
was upheld by Judge H. C. Cage in civil
district court in a judgment rendered
August 16, 1927.
Thoman obtained a C. P. A. certificate in
Mississippi in 1921. In 1925 he applied
to the Louisiana board for a reciprocal
certificate, which was refused. Thoman
then applied for a writ of mandamus to
compel the board to issue him a certifi
cate, contending that there was a reciproc
ity agreement between Mississippi and
Louisiana. The Louisiana board claimed
that this agreement was subject to its
own discretion. The suit was dismissed
on exceptions of “no cause of action.”
The supreme court recently held that the
applicant was entitled to a hearing before
his application was rejected by the board.
Trial was held in the civil district court.
Judge Cage dismissed the suit, holding that
the state board had not abused its dis
cretionary powers in refusing to grant the
certified public accountant certificate re
quested.

C. P. A. Law in Porto Rico
The legislature of Porto Rico recently
passed a bill to regulate the practice of
public accounting. The measure was ap
proved May 13, 1927, and was to take effect
ninety days after its approval. The text
of the act is as follows:
AN ACT TO REGULATE THE PRACTICE OF PUBLIC
c r e a t in g a b o a r d o f e x a m in e r s ;
PROVIDING FOR THE GRANTING OF CERTIFICATES OF
CERTIFIED PUBLIC ACCOUNTANT, AND FOR OTHER
PURPOSES
a c c o u n t in g ;

Be it enacted by the legislature of Porto Rico:

Section 1. Any citizen of Porto Rico who works
regularly as a professional accountant in the Island
of Porto Rico, and who, as provided by this act,
shall have received from the executive secretary of
Porto Rico a certificate authorizing him to practise
as a public accountant as hereinafter provided,
shall be authorized to call himself and be known as
a certified public accountant, and to use the ab
breviated title of "C. P. A.”
No certified public accountant shall practise
his profession as such in the Island of Porto Rico
without first having filed in the office of the execu
tive secretary of Porto Rico his signature and seal,
and having also filed a fidelity bond in the sum of
two thousand five hundred (2500) dollars which
shall be approved as to form and execution by the
attorney general and filed in the department of
finance.
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Every certified public accountant who practises
his profession in the Island of Porto Rico shall
keep a register numbered correlatively of the cer
tificates issued by him and a report of such cer
tificates shall be forwarded on the last day of each
month to the executive secretary. In case of the
death of a certified public accountan t his register
shall be delivered to the executive secretary.
Sec. 2. Within the thirty days following the
date on which this act takes effect, the governor,
with the advice and consent of the senate, shall
appoint three persons who shall constitute a board
of examiners of accountants, and it shall be an
indispensable requisite, in order to be appointed
a member of the board of examiners of accountants,
to hold a certificate as certified public accountant,
granted in accordance with the laws of any state of
the union and to have practised as such for a term
of not less than five years; provided, th a t in case
there are not three persons in Porto Rico having such
qualifications, three persons having a t least seven
years of practice as accountants may be appointed.
The persons first appointed shall occupy their
positions in the board of examiners of accountants
for the terms of one, two and three years respec
tively. On the expiration of each of said terms,
one new member shall be appointed for a term of
three years; provided, th a t after there shall be
certified public accountants by virtue of this act,
new appointments shall be made from persons who
hold the certificate of certified public accountant;
and provided, further, th a t in cases of vacancy,
the appointments shall be made for the unexpired
term of the member who causes the vacancy.
The board shall draft its regulations, which shall
be approved by the governor and duly promulgated.
Sec. 3. The board of examiners of accountants
shall prescribe the requirements of the applicants
for certificates in accordance with this act, and shall
draft, with the approval of the governor of Porto
Rico, rules for their examination which shall include
the following:
(a) The board shall hold examinations a t least
once yearly, and on the dates and a t the places
which it may determine. The date and the place
for the holding of the examinations shall be pub
lished a t least three times in a period of one month,
prior to the date of said examinations, in a t least
two daily newspapers of general circulation in the
Island of Porto Rico.
(b) The examinations shall be on practical
accounting, theory of accounts, auditing, taxes and
commercial law.
(c) Before taking the examinations, applicants
shall have practised as accountants for not less than
two years and, moreover, shall submit evidence
satisfactory to the board th a t they are over twentyone years of age, graduates from a high school or
have equivalent instruction.
Sec. 4. Every person who passes the examination
provided for by this act shall be issued the corre
sponding title by the board of examiners of ac
countants. The board shall certify to the executive
secretary of Porto Rico the name and address of
each one of said persons and it shall then be the
duty of the executive secretary of Porto Rico to
enter in a register which he shall keep for the pur
pose, the name of each of said persons as a certified
public accountant and to issue them the corre
sponding certificate. The executive secretary of

Porto Rico shall attach and cancel on each certificate
of registration as certified public accountant, in
ternal-revenue stamps to the value of one (1)
dollar, which shall be furnished by the candidate.
Sec. 5. All applicants shall pay the following
fees to the treasurer of the board:
For examination or exemption therefrom as
provided by section 8 ................................ $15.00
For registration of title in the office of the
executive secretary, as provided in sec
tion 4 ...........................................................
15.00
For issuance of certificate by the executive
secretary......................................................
5.00
Provided, however, th at in case any person shall
not pass all the subjects required to obtain the
title of accountant, he shall have the right to be
adm itted to the next examinations to take a second
examination on those subjects which he did not
pass, without paying any fee.
Sec. 6. From the fees collected, the board shall
pay all the expenses connected with this act. The
members of the board shall receive a per diem of
five (5) dollars for each session of the board. The
board shall render to the governor of Porto Rico
a t the close of the fiscal year, a comprehensive
report of all its activities during the year. The
board shall elect annually from among its members
a chairman, a secretary and a treasurer and shall
appoint the necessary office personnel.
Sec. 7. All the funds collected by the treasurer
of the board of examiners of accountants shall be
turned over to the treasurer of Porto Rico by the
treasurer of said board, for deposit to the credit of
a trust fund which shall be known as “Trust fund
of the board of examiners of accountants.” Ex
penditures may be made from said funds only by
voucher issued by the treasurer of the said board,
countersigned by the president.
Sec. 8. The board shall exempt from examina
tion any person of good moral conduct, a citizen
of Porto Rico in possession of his civil rights, who
is over twenty-one years of age and who, prior to
the approval of this act, has practised for a t least
five years as accountant, chief accountant or auditor
with one or more firms or corporations of recognized
importance, in the opinion of the board, or with the
insular government or with a municipality of the
first class, or who has practised for not less than five
years as public accountant or as teacher of advanced
accounting, and who presents his application to the
board of examiners of accountants within the six
months following the date on which this act becomes
effective, together with the fees prescribed by section
5, as well as the documents necessary to show th a t
he is entitled to exemption from examination in
accordance with the provisions of this section.
Sec. 9. Every person holding a certificate issued
by a state or territory of the union where qualifica
tions similar to those prescribed by this act are
required, in the opinion of the board of examiners of
accountants, shall be entitled to receive from the
executive secretary of Porto Rico a certificate of
certified public accountant. Such person shall
present to the board a written application accom
panied by the certificate accrediting him as such, and
the fees which this act prescribes; provided, th a t
this certificate shall be granted only in case of
reciprocity with the state or territory from which
the applicant comes.
Sec. 10. The board may cancel, revoke or sus-
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pend the registration of any certificate issued by
virtue of this act, for delinquency, dishonorable
conduct, negligence or inexcusable ignorance;
provided, that notice in writing shall be sent the
holder of said certificate, at least twenty days prior
to the holding of any hearing, specifying the cause
of such action, and fixing the date of the hearing
before the board; provided, further, that no cer
tificate issued by virtue of this act shall be canceled,
revoked or suspended, until such hearing shall have
been held and the interested person been granted an
opportunity to defend himself and to be heard at
said hearing. In case that any certificate be can
celed, revoked or suspended, the board shall inform
th e executive secretary of Porto Rico of such action
and the executive secretary shall register such order
of the board in the record of his office.
The interested person may petition the recon
sideration of the decision within the period of thirty
days after it is rendered, and if he is not satisfied
with the decision, he may, within the period of
thirty days after notification of such decision, ap
peal to a district court through a writ of certiorari,
for said court to revise the acts of the board.
Sec. 11. Any person who shall practise as a cer
tified public accountant and who shall maliciously
or by gross negligence issue or permit to be issued a
statement, or shall sign or certify a false statement
of the transactions and financial standing of any
corporation, partnership or individual, shall be
guilty of a misdemeanor and, upon conviction, shall
be punished by a fine of not less than two hundred
(200) dollars nor more than one thousand (1000)
dollars, or by imprisonment in jail for not less than
ninety days nor more than one year, or by both
penalties in the discretion of the court.
Sec. 12. Any person who shall represent to the
public that he has received a certificate of certified
public accountant, or who uses the abbreviation
"C. P. A.,” or any similar letters or words in order to
indicate that he is a certified public accountant,
unless he shall have received a corresponding cer
tificate required by law, or who, having received
a certificate which has been revoked, canceled
or suspended by the board of examiners of account
ants, as provided by this act, shall continue to repre
sent himself as such, shall be guilty of a misde
meanor and shall be punished by a fine of not less
than two hundred (200) dollars or by imprisonment
in jail for not to exceed ninety days, or by both
penalties in the discretion of the court; provided,
that in case of a second offense, the crime shall
necessarily entail punishment of imprisonment;
and provided, further, that nothing contained in
this act shall deprive the accountants who privately
or publicly practise their profession of the right to
continue the practice thereof, now and in the future,
as they have been doing up to the present time.
Sec. 13. The commissioner of the interior is
hereby directed to provide suitable quarters for the
use of the board of examiners of accountants.
Sec. 14. For the purpose of enforcing the pro
visions of this act, there is hereby appropriated
from any funds in the treasury, not otherwise ap
propriated, the sum of two hundred (200) dollars.
Sec. 15. All laws or parts of laws in conflict
herewith are hereby repealed.
Sec. 16. This act shall take effect ninety days
after its approval.
APPROVED MAY 13, 1927.

In accordance with a provision of the new
law the governor of Porto Rico has appointed
a board of examiners for public accountants,
which is composed of the following members:
F. G. Holcomb, auditor of Porto Rico;
Antonio Hernandez, treasury department
bank examiner, and Andrew Peterson,
assistant professor of accounting a t the
University of Porto Rico.

Accountant Member of Arbitration
Committee of Pennsylvania Chamber
J. M. Cumming, representing the P itts
burgh chapter of the Pennsylvania Institute
of Certified Public Accountants, has been
appointed a member of the advisory com
mittee on commercial arbitration of the
Pennsylvania chamber of commerce.

Accountant on Finance Committee
of National Chamber
Arthur Andersen, a member of the Amer
ican Institute of Accountants, is a member
of the finance advisory committee of the
chamber of commerce of the United States.
This committee will deal with some of the
most important questions included in the
chamber’s programme for the coming year.

Accountants’ Part in Management
Week
Management week is sponsored by tech
nical and professional organizations con
cerned with promoting comprehension and
intelligent direction of the principles of
administration and management which
govern organized efforts for accomplishing
industrial and other social purposes. The
American Institute of Accountants is one
of the sponsor organizations and it is felt
th at much can be done by accountants in
the 1927 programme.
The purpose of management week is to
hold simultaneous educational meetings
throughout the country to direct public
attention to various specific problems of
management. A greater general interest
in the aims, purposes and duties of manage
ment would benefit not only the manager
but also the employer, the worker and the
community in which they operate.
In general, the programme for the week
will consist of public meetings in important
industrial and commercial centers, with
addresses by men chosen for their compe
tence in managerial practice. There will
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also be an open forum for subsequent however, evening meetings without dinner
discussions. Members of the American are preferable. From experience it has
Institute of Accountants in different parts been found th at brief meetings, not to
of the country could be of great assistance exceed two hours, are most desirable.
At the conclusion of management week,
by coöperating with local committees in
their respective communities in the organiza each local chairman makes a report to
tion of a programme on the topic chosen the national secretary on (1) number of
for this year, “Management’s part in meetings held, place in which held and
names of speakers; (2) estimated attendance
maintaining prosperity.”
In organizing the local committee, the a t each meeting; (3) statement of cost of
local chairman is first selected and it is his activities to the local committee and an
duty to assign to each member of his com expression of opinion as to whether the work
mittee a specific task. To require the local was considered a success or a failure; (4)
chairman to assume all the responsibilities suggestions for improvement.
is in reality a negation of the principles of
Management week is steadily gaining
good management and is usually not satis momentum as a m atter of public interest
factory. He should, therefore, properly dele and national significance. This year it is
gate the various committeemen to handle hoped th at there will be one or more meet
the separate phases of the project. The ings in each of the leading industrial cities.
committee invites the cooperation of or I t is especially desired for 1927 to increase
ganizations of business men and others the attendance and the general publicity.
Results will be satisfactory if local
interested in subjects relating to manage
ment problems. An effective appeal can chairmen will make special efforts to build
usually be made to local interest and pride up effective committees and complete all
by emphasizing the fact th at this is an necessary arrangements at an early date.
opportunity to participate in a nation-wide More detailed specific data concerning the
local committees may be obtained by writing
programme.
I t is advisable th at at least one general the national secretary, Ray M. Hudson,
meeting be held, in which all local groups Management Week, Department of Com
are invited to take an active part. In a merce, Washington, D. C.
large number of cities such meetings have
Accounting Courses in Universities
proved most successful, although they are
I t has been announced th at the College
attempted only when a satisfactory a t
tendance is assured. The practicability of the City of New York will offer courses
of such a meeting is usually determined by in the theory, practice and problems of
conference between the local committee accountancy in the term commencing Sep
and the several local groups or organizations tember 26th. The courses will be conducted
whose cooperation has been obtained.
by Louis Waldman and M artin Auslander.
Dinner and luncheon meetings often
Courses in accounting will be offered by
provide an excellent way of obtaining a Syracuse University during the coming
representative audience, and of avoiding school year, under the direction of George
the expense of a hall. In some places, E. Bennett.

STATE LEGISLATION
Alabama

Georgia

A certified public accountant bill which
was introduced in the legislature of Alabama,
designated as senate bill No. 392, has failed
to pass. The proposed act was not re
ported out of committee. The legislature
of Alabama adjourned sine die September
2nd.

A certified public accountant bill proposed
in the legislature of Georgia, known as
senate bill No. 135, passed the senate but
failed to pass the house. The legislature
adjourned August 21st.
5
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STATE BOARDS OF ACCOUNTANCY
Arkansas

N o new certificate nor renewal of a certificate to
practise as a certified public accountant within the
state of Oregon shall be issued by the secretary of
this board unless and until rule 28 of this board
has been fully complied with and such agent for
legal and statutory court service has been named
and designated in writing and filed with the secre
tary of this board.
Each such applicant shall also declare under
oath, at the time of making application for said
original certificate or renewal thereof, whether he
is not at that time a member of a partnership, as
sociation or corporation of accountants practising
in this state and he shall further agree that if at
any time he shall become such, he will immediately
file the power of attorney herein provided for. If
the applicant is a member of any such partnership,
association or corporation he shall state the name of
said firm, the names and addresses of all members
thereof, and the name of the member resident in this
state on whom legal process against said partner
ship, association or corporation may be served.
B y the adoption of the above rule the Oregon
state board of accountancy means to say that every
partnership or firm practising accountancy within
the state of Oregon must have one designated mem
ber who shall be a certified public accountant of
Oregon and at the same time a resident of the
state of Oregon.

Governor Martineau of Arkansas has
appointed the following members of the
new state board of accountancy: James
Stewart, three years; W. W. Findley, two
years, and Caddie H. Kinard, one year.
The board has elected Mr. Kinard as presi
dent; Mr. Findley, secretary, and Mr.
Stewart, treasurer.

Ohio
At a recent meeting of the Ohio state
board of accountancy it was decided to issue
certified public accountant certificates on
the basis of examination to the following:
Arlan H. Erb, George F. Miller, Fritz W.
Graff, William D. Monroe, Raymond D.
Ashman, E. E. Schultz, Jr., Dale C. Hall,
H. S. Murray, E. H. Morris, R. L. Kirschner,
Vernon James Moore and W. H. Schmeltz.
Reciprocity certificates were issued to Alo
ysius A. Lally, Edward C. Romine, Louis
Toth, Paul S. Ferguson, John W att, A. G.
Potter and Charles E. Mather.

The board also adopted an amendment to
the rule, which is as follows:

Oregon

“Any non-resident, individual or partnership, or
assumed-name organization practising as certified
public accountants in the state of Oregon must name
a representative, resident in the state of Oregon, as
attorney in fact to represent the absent partners or
individuals or members of assumed-name organiza
tion for the purpose of accepting legal service of
the courts of Oregon. Effective as to individual
renewals after the year 1927 and 1928.”

The state board of accountancy of
Oregon has adopted the following rule
relative to the issuance and renewal of
C. P. A. certificates:
Rule 28
Every applicant for certificate to practise as a
certified public accountant in Oregon or for renewal
of such certificate under the law creating the state
board of accountancy, who is a non-resident of the
state of Oregon practising accountancy within the
state of Oregon as a member of a partnership main
taining an office or conducting an accountancy busi
ness within the state of Oregon, shall designate, in
form satisfactory to the board, some member of the
partnership or firm holding a valid certificate to
practise as a certified public accountant, issued by
the state board of accountancy of Oregon, and who
must be resident in the state of Oregon, upon whom
statutory legal service and process of the courts of
Oregon against said partnership may be had;
such designation of a certified public accountant,
member of a firm so practising within the state of
Oregon, shall be in writing and filed with the secre
tary of the state board of accountancy of Oregon
immediately following the adoption of this rule by
the board.

John McI . Smith has recently been ap
pointed by the governor of Pennsylvania to
succeed Graham R. Hurd as a member of
the state board for the examination of
public accountants. At a meeting of the
board, August 10th, officers for the ensuing
year were elected. The board is now con
stituted as follows: Horace P. Griffith,
chairman; Frank Wilbur Main, vice-chair
man; Joseph M. Pugh, treasurer; Robert
J. Bennett, secretary; Robert L. Wallace
and John McI . Smith.

Barrow, Wade, Guthrie & Co. announce
the opening of an office in the A. G. Bartlett
building, Los Angeles, California.

Bixler and Deisler, El Paso, Texas,
announce the opening of an office in the
Mills building.

Pennsylvania
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NEWS OF LOCAL SOCIETIES
Iowa Society of Certified Public
Alabama Society of Certified
Accountants
Public Accountants
The annual meeting of the Iowa Society
of Certified Public Accountants was held at
Des Moines, August 27th. The following
officers were elected: George Parker, presi
dent; I. B. McGladrey, vice-president; P. L.
Billings, treasurer, and D. A. Busby,
secretary.
The following trustees were also elected:
William Guthrie, F. J. Harrigan and C. B.
Myers.
After discussion of society activities it
was decided to divide the state into regions
in order th at the members in various dis
tricts might meet with greater facility and
frequency. In accordance with this plan
the trustees were elected regional vicepresidents, Mr. Guthrie representing the
western region, Mr. Harrigan, the central
region and Mr. Meyers, the eastern region.
In discussing the future policy of the
Iowa Society the members present showed
themselves in favor of promoting legisla
tion to regulate and control the profession
similar to the laws adopted in other states,
particularly Michigan and Maryland. The
new president has announced th at a bill
amending or supplanting the existing ac
countancy law may be introduced at the
next session of the legislature in January,
1929.
I t was decided th at a committee of three
be appointed to revise the by-laws of the
society, with particular attention to the
possible advisability of increasing the en
trance fee and dues.
Rufus Ricker, a pioneer member of the
Iowa Society no longer resident in the state,
was elected an honorary life member.
I t was announced th at the first meeting
of the central region of the society would be
held September 16th a t the Des Moines
club, Des Moines.

At the annual meeting of the Alabama
Society of Certified Public Accountants,
held at Mobile, September 5th, Otto
Schultz was elected president and John F.
Andrews, secretary-treasurer.
Frank L.
Hammond was elected chairman, and C. H.
Moses, W. H. Borland, William J. Christian
and Robert E. Troy, members of the
council.
I t was decided to continue the committee
concerned with the award of a scholarship
at the University of Alabama by the associa
tion.
At the meeting a resolution was adopted
expressing the thanks of the association to
all persons who assisted in the defeat of the
C. P. A. bill recently proposed in the legisla
ture, which the association considered inim
ical to the interests of accountancy in the
state.
The next annual meeting of the Alabama
Society will be at Birmingham, in Septem
ber, 1928.

California Society of Certified Public
Accountants
LOS ANGELES CHAPTER
A meeting of the Los Angeles chapter
of the California Society of Certified Public
Accountants was held a t the Masonic club,
August 15th. All certified public account
ants, whether members of the chapter or not,
were invited to attend the meeting. There
was a discussion of plans for the entertain
ment of members of the American Institute
of Accountants attending the annual meeting
of the Institute at Del Monte.
William Z. Crowl, assistant city prosecu
tor, gave an address on “The usury law”
and Edward W. Hopkins, county assessor,
spoke on personal property taxes by the
1927 legislature.

Society of Louisiana Certified Public
Accountants

Florida Institute of Accountants
A meeting of the Florida Institute of
Accountants was called for September 23rd
and 24th a t Daytona Beach. The Florida
Institute was organized last June at a meet
ing in Orlando, succeeding the old Florida
Society of Certified Public Accountants.
I t was expected th at about 200 persons would
attend the meeting.

The annual meeting of the Society of
Louisiana Certified Public Accountants was
held on Thursday, August 11th, in the rooms
of the New Orleans Association of Com
merce. The following officers were elected
for the coming year: President, Lanaux
Rareshide; vice-president, Charles L. See7
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mann; secretary, George A. Treadwell, and
treasurer, L. E. Schenck.
The officers, with Curtis F. Scott, R. C.
Lloyd and John F. Hartman, who were also
elected, compose the executive board of the
society.
The secretary’s report showed an increase
in membership during the year from 93 to
102 members. During the year four meet
ings of the society and twelve meetings of
the executive board were held.
It was reported that the activities of the
society during the year included completion
of a campaign of educational advertising
in the New Orleans Times-Picayune, the
issuance of a directory of members, and the
assumption of the cost of issuing a voca
tional pamphlet entitled The Accountant
in New Orleans, one of a series published for
students by the High-school Scholarship
Association of New Orleans, in cooperation
with the department of vocational guidance
of the New Orleans public schools.
New by-laws for the Louisiana Society
were also adopted and issued during the
year, abolishing the distinction between
members and associate members, and provid
ing for only one class of membership.

5. Surplus—presentation in the balance-sheet.
6. Accountants’ responsibility in regard to pay
ment of dividends.
November 7, 1927
Industrial and Financial Investigations
Chairman—Paul D. Williams
1. The investigative function of accounting.
2. Conditions that lead to financing and re
financing.
3. The purpose and broad elements of an investiga
tion.
4. The balance-sheet.
5. Operating analysis.
6. Tax phases.
7. Trends of modem accountancy with particular
reference to this type of work.
December 5, 1927
Inventories
Chairman—David B. Peter
1. Legal and moral responsibility of the account
ant.
2. Auditor’s responsibility for physical inven
tories—the banker’s view.
3. Planning for taking of physical inventories.
4. Verification of inventories.
Feburary 6, 1928
Valuation and Depletion of Oil and Gas Leases
Chairman—A. Anderson
1. Valuation:
Leasehold cost
Development cost
Appreciation resulting from estimating the
future production of oil wells.
2. Depletion :
Depletion on cost
Depletion on appreciated values.

Missouri Society of Certified Public
Accountants
KANSAS CITY CHAPTER
The Kansas City chapter of the Missouri
Society of Certified Public Accountants has
published a programme of monthly meetings
for the winter season of 1927-1928. This
is the first time that the chapter has pub
lished a programme of this kind, although
the policy of holding monthly meetings
was established in 1926. The first meeting
was scheduled to take place September 12th,
and it was planned to have discussion of the
last C. P. A. examination questions at that
time. The programme for the coming
meetings is given as follows:

March 5, 1928
No-par-value Stock
Chairman—Robert S. Osborne
1. Missouri statute.
2. Principle of state capital:
(a) Par-value stock
(b) No-par-value stock.
3. Questions arising under no-par-value stock
issues.
April 2, 1928
Accountancy as a Profession
Chairman—H. E. Lunsford
History, scope, training, opportunities, ethics.
Future of public accountancy.

PROGRAMME

The programme published by the chapter
also contains appropriate references to
literature on the subject matter of the
respective meetings.
A good-fellowship committee of the chap
ter has been appointed, whose functions
will be largely concerned with the monthly
meetings. The committee consists of the

Outlines of monthly meetings for the winter season

1.
2.
3.
4.

October 3, 1927
Surplus and Deficit
Chairman—Miller Bailey
General definitions.
Origin and classification of additions to surplus.
Forms of dividends.
Surplus—available for dividends.
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following: Tom C. Hansen, chairman; C.
O. Bewer, vice-chairman; T. H. Brading,
vice-chairman; Lester Hutchings, P. H.
Kerr, A. H. Thurmond, Charles Murray,
Felix E. Mueller and R. W. Smith.

Upon the recommendation of the retiring
president a special committee was appointed
to report on the possibility of presentation
of medals by the society to honor graduates
of accountancy schools in the state and to
the successful candidate receiving the highest
grade in the Virginia C. P. A. examinations.

Virginia Society of Public Accountants
The annual meeting of the Virginia
Society of Public Accountants was held at
the Richmond Hotel, Richmond, September
3rd. George T. Durham was elected presi
dent; A. S. Fitzgerald, vice-president, and
Alvin W. Burket, secretary-treasurer. The
following were elected directors: A. Lee
Rawlings, B. A. McKinney, J. A. D. Parrish
and R. B. Jordan. All the officers of the
society are also directors.
It was announced with deep regret on
September 13th that the newly elected
vice-president, A. S. Fitzgerald, died Sep
tember 12th. No successor has been chosen.
A code of ethics for the society, prepared
by the committee on professional ethics,
was presented at the meeting and referred
back to the committee which is to report
again at the spring meeting at Roanoke.

West Virginia Society of Certified
Public Accountants
The annual meeting of the West Virginia
Society of Certified Public Accountants
was held at the Guyan country club,
Huntington, West Virginia, August 18th.
The following officers were elected: E. C.
Conley, president; P. M. MacCutcheon
and E. J. Grace, vice-presidents; N. S. Fitz
hugh, treasurer, and J. P. Vaughn, secretary.
Among the subjects discussed at the
meeting was the possibility of legislation
for the protection of the business public
against unqualified so-called tax experts
and auditors.

OBITUARY
Henry C. Magee
public accountant of Illinois, died at his
Henry C. Magee, a member of the Ameri home in River Forest, Illinois, on August
can Institute of Accountants and a certified 21st. Mr. Pickett had been a member of
public accountant, died August 23, 1927, the Institute since 1916, and belonged to
the Institute’s predecessor organization,
at his home at Oaklyn, New Jersey.
Mr. Magee had been a member of the the American Association of Public Ac
Institute since 1916 and belonged to its countants. He had practised public ac
predecessor, the American Association of counting on his own account and at the
Public Accountants. At the time of his time of his death was associated, as tax
death he was a member of council of the advisor, with the law firm of Goodrich,
Institute and had held this office for several Vincent & Bradley, Chicago. He was fiftyyears. Mr. Magee had been prominent in three years of age.
the activities of the Pennsylvania Institute
of Certified Public Accountants, having
Gershom Smith
once served as president for two years.
Gershom
Smith,
an associate member of
He was also a member of the Society of
the
American
Institute
of Accountants and a
Certified Public Accountants of the State
certified public accountant of New Hamp
of New Jersey.
He had been engaged in public accounting shire, died at his residence at Jackson
for many years and at the time of his death Heights, Long Island, September 3rd. He
was in practice on his own account in was sixty-five years of age. He was admitted
Philadelphia. He was fifty-nine years of to the Institute in 1920. Mr. Smith had
acted as auditor and accountant for several
age.
private corporations and for several years
L. S. Pickett
prior to the time of his death was associated
L. S. Pickett, a member of the American with the firm of Searle, Oakey & Miller,
Institute of Accountants and a certified public accountants.
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REVIEWS
materials, losses and depreciation. He said that
small tools and similar articles having a life of one
year or less should be charged out to expense when
purchased.
He mentioned the practice of some concerns who
have their raw-material bins lined with black stripes
to measure the quantity of material at various times.
The speaker claimed that depreciation is a legiti
mate charge against the cost of the product. Each
department should bear its proportionate share of
the depreciation according to the value of the as
sets used by that department. The depreciation of
buildings should be assigned in proportion to the
floor space occupied by each department.
In closing, the speaker mentioned some additional
uses of information which may be derived from a
cost system, as follows:
1. The information may be the subject matter
for discussion at monthly meetings of the super
intendent, foremen, etc.
2. Charts may be prepared covering the ex
penses of each department and increases discussed
at periodical meetings.
3. Give the foremen copies of summaries affect
ing their departments.
4. Notify foremen weekly or monthly of the
efficiency of their departments.
5. Informal talks with foremen from time to time.
6. Offer rewards for suggestions leading to im
provements in methods or process which results
in reduced cost.

WILLIAM H. COMPTON—"DO YOU KNOW
YOUR FACTORY COSTS?”

Address delivered before the Clay
Workers’ Association of New Jersey, June
10, 1927.
The speaker opened his address by calling atten
tion to an investigation made several years ago by
a chairman of the federal trade commission which
resulted in the amazing discovery that approxi
mately one-half of all American business men did
not know from day to day whether they were
making or losing money. The speaker said that
this vital information can not be accurately known
unless cost books are maintained. Only about ten
per cent. of American business men, said Mr. Comp
ton, have a really adequate system of determining
their costs. In the investigation by the federal
trade commission referred to, he said it was found
that only 60,000 of the 250,000 business corpora
tions investigated earned over $5,000 a year. Ten
thousand showed no income at all.
The speaker said that while several years have
elapsed since this investigation there is still great
room for improvement in the matter of business
efficiency. It is generally agreed now th a t a good
cost system is essential to any business and it was
the desire of the speaker to impress on his audience
that the cost system should be a part of the general
books of the company rather than merely a system
of estimating or statistics. The cost system should
be designed in such a way that it will permit ac
curate distribution over the various manufacturing
departments. The costs applicable to each division
of the business must be charged directly to it. The
system should be arranged so that the cost of an
individual product or the cost of a particular job or
lot may be determined.
The speaker said that a great percentage of cost
systems now in use in this country use a general
overhead rate to absorb the various expenses in
curred throughout the plant, making no attempt to
distribute each item of expense to a particular
department or to a particular job.
The speaker had prepared three charts for pur
poses of illustration in demonstrating the inaccuracy
of this method of distribution.
The first chart dealt with a company whose total
productive labor was $100,000 and the total ex
penses $50,000, making a general overhead rate of
50 per cent. When proper distribution of manu
facturing expenses was made it was found that only
one department equaled the average of a 50 per cent.
overhead rate.
The speaker proved by an illustration of one
specific order that the departmental charges do not
average out in the final completed cost. Analysis
showed a variation in the cost of the job by reason
of using overhead percentages of each department
instead of a general overhead rate. The speaker
said that in the manufacture of an article whose
sale is subject to great competition a slight inaccu
racy in determination of its cost m ay prove ex
ceedingly important.
Mr. Compton said that common questions among
manufacturers were how to deal with small tools,

C. B. E. ROSEN—“FUNDS”

Article published in Private School News,
June, 1927.
The writer says that in the many schools which
have considerable endowment the funds entrusted to
them must be treated in accordance with the wishes
of the donors and the accepted principles of fund
administration. The treatment of the principal
and income are the two chief problems in this re
lation, each presenting the problems of segregation
and investment. The writer says that it is ab
solutely essential that endowment funds be segre
gated from general working funds and invested
separately. Failure to administer endowment prop
erly may result, he says, in trustees committing
without their own knowledge an actual misap
propriation of funds. The most important classes
of endowment, according to the writer, are funds
subject to annuities, funds for restricted or desig
nated purposes and funds for general purposes.
The first type may be called deferred endowment,
since it must be invested separately and the income
paid to one or more persons during life, after which
it becomes available in a manner prescribed by the
donor. It is necessary that the principal and
investments of such funds may be accounted for
and reconciled at any date and that the income
therefrom can be accounted for to the annuitants.
The income of funds for restricted purposes may be
used only in the manner prescribed, such as for
library, scholarship, laboratory and certain instruc
tion purposes. These, too, must be subject to a strict
accounting.
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outlines in the article the method of recording the
value of funds received under various conditions. He
also indicates the manner in which funds should be
invested and the treatment of any uninvested cash
balance. Basically, he says, such an investment
should yield the greatest possible income commen
surate with absolute safety. No investment of pure
endowment funds should be made in school build
ings because they produce no actual income, says
the writer, but it is permissible in absolute necessity
to invest in dormitories, provided that they can be
expected to show a return of at least 6 per cent.

Funds for general purposes are not subject to
such limitations, but it is strongly advisable, ac
cording to the writer, to maintain the principal
intact and to use only the income. The capital
of each fund should appear on the credit side of an
account bearing the name of a particular bequest
or of a general account for the general and unnamed
funds, thus showing the accountability or liability
of the school to the donor for the proper care and
use of the bequest. To offset this credit account
one or more accounts should be kept to show on the
debit side the investment of the fund in an amount
equal in the aggregate to the principal. The writer

COURT DECISIONS
Internal Revenue

irrevocably out of the possession, ownership
and control of the decedent and the sur
render by the wife of her inchoate right of
dower was a sufficient consideration for this
transfer.
McCaughn v. Carver, United States circuit
court of appeals, third circuit, April 29,
1927.

Estate tax. Trusts. Whether certain
transfer to trustee came within exception
under section 402, sub-section (c) of the
revenue act of 1918.
A certain case concerned the taxation of a
trust fund created by deceased who died
November 30, 1919. On December 18,
1906, he and his intended wife entered in
written ante-nuptial agreement in pur
suance of which he then transferred to a
trustee $40,000 in trust to pay the income
thereof to himself for life, thereafter to his
intended wife during her life, remainder to
his children. By the same instrument his
intended wife waived all interest in his
estate. The instrument was irrevocable
and continued in effect until decedent’s
death, after which the income was paid to
his wife. In March, 1922, the commissioner
of internal revenue, acting under section 402
and sub-section (c) of the revenue act of
1918 which included in the decedent’s gross
estate the value of all property “of which the
decedent has at any time made a transfer, or
with respect of which he has at any time
created a trust *** except in case of a bona
fide sale for a fair consideration in money or
money’s worth,” assessed against the de
cedent’s estate a tax on the sum so held in
trust under the agreement.
The court held that the tax could be re
covered, for the transaction was “a bona fide
sale for a fair consideration in money or
money’s worth.’’ It was a contract in which
each party surrendered some right to the
other and required some right from the other.
A sale is the transfer of property from one
person to another for a valuable considera
tion or for a price in money. The transac
tion was a transfer carrying the property

Income tax. Deductions. Whether cer
tain life-insurance premiums were deductible
from net income.
This was an action to recover additional
income taxes for the year 1920 assessed
against plaintiff by the commissioner of
internal revenue and paid under protest.
Plaintiff had deducted from his taxable
income an amount paid by him as a lifeinsurance premium. The policy was pay
able to his estate and had been taken out
and assigned to a bank at his request as
collateral security for plaintiff’s loans at this
bank. Plaintiff claimed the insurance pre
miums were properly deductible business
expenses because the policy was assigned to
the bank as collateral for business loans,
and that the premiums were not within the
inhibitions of the revenue act of 1921,
section 215 (a) 4 of which prohibited
deduction from net income in respect of
“premiums paid on any life-insurance
policy covering the life of any officer, or
employee, or any person financially in
terested in any trade or business carried
on by the taxpayer, when the taxpayer is
directly or indirectly a beneficiary under
such policy.”
It was held that plaintiff could not re
cover, for the premiums paid upon the
policy came within the inhibitions of the
statute. The policy covered the life of a
person financially interested in the plaintiff’s
11
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business, i. e., the plaintiff himself. Plaintiff
was directly or indirectly a beneficiary under
the policy, for it was payable to his estate.
If he died while the policy was up as collateral
for a debt, the insurance would go to the bank,
thereby reducing the debt to the amount of
the insurance and indirectly benefiting
taxpayer’s estate. If the loan be repaid and
the collateral be released, then the insurance
would be directly paid to the taxpayer’s

estate and thereby become a direct benefit.
The fact that the policy was assigned to a
bank as collateral security for the repayment
of loans would not change the premiums
paid to a business expense, nor change it
back to an investment when the loan was
paid off.
Rieck v. Heiner, United States district
court, western district of Pennsylvania,
April 21, 1927.

HERE AND THERE
Farquhar & Manners, 114 Sansome street,
San Francisco, announce that they have
arranged for eastern representation through
Scovell, Wellington & Co. and that they
represent Scovell, Wellington & Co. in
______
San Francisco.

Francis A. Wright & Co. announce the
opening of an office in the new City Bank
building, at Grand avenue and Eighteenth
street, Kansas City, Missouri.

Arthur Wolff announces the opening of
new offices under the firm name of Arthur
Wolff & Co. at 742 South Hill street, Los
Angeles, California.

The Ronald Press Company recently
published a book called How to Read a
Profit and Loss Statement, by Herbert G.
Stockwell, Philadelphia.

The following paragraphs report publicC. A. Gall & Co., Indianapolis, announce service activities of members and associates
the removal of their offices from 309 of the Institute:
D.
Austin, San Francisco, spoke before
Guaranty building to 623 Chamber of
the Army and Navy branches of the Y. M.
Commerce building.
C. A. in his city on July 1st and July 15th,
______
Livingston, Paperno & Wachtell, New respectively.
York, announce the removal of their offices
L. U. Crawford, Kansas City, Missouri,
to 114 East 32nd street.
in arranging the budget, conducted an
The executors of the estate of Henry C. investigation of the revenue and expendi
Magee announce the continuation of his tures of the city and of Wyandotte county
general accounting practice and the merging on behalf of the Civic Tax League.
of the practice of Driscoll, Millet & Co.
J. Hugh Jackson, California, has been
under the firm name of Magee, Driscoll &
Millet with offices in the Stephen Girard elected president of the San Francisco
chapter of the National Association of Cost
building, Philadelphia.
Accountants for 1927-1928.
Miller, Moll & Co., Philadelphia, an
nounce the removal of their offices to the
A. D. Lewis, Wyoming, has been ap
Public Ledger building, Sixth and Chestnut pointed deputy district governor of Lions
streets.
International for the fifteenth district for
James Park, Elmer O. Stevens and James the period ending June 30, 1928.
C. Park, New York, announce that they
have formed a partnership under the firm
At a meeting of the Rotary club of Wil
name of Park, Stevens & Co., which will mette, Illinois, May 11th, P. W. Pinkerton,
continue the business of Park, Byrne & Chicago, spoke on “The prevention of
Stevens. Mr. Byrne has retired from failures in business.” Mr. Pinkerton has
membership but will continue with the been appointed chairman of the federal
firm. John K. Laird & Co. will represent taxation committee of the Illinois chamber
the firm in Chicago.
of commerce.
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ANNUAL MEETING OF THE AMERICAN INSTITUTE OF ACCOUNTANTS
A complete report of the proceedings of
Reports of officers and committees
the annual meeting of the American Insti followed. The report of the committee
tute of Accountants at the Del Monte hotel, on by-laws containing a recommendation
Del Monte, California, September 20th and for two slight amendments of the by-laws
21st, will be published in the 1927 year-book relating to admission of applicants to the
of the Institute. A brief summary, however, Institute was unanimously adopted. The
is presented in advance in this Bulletin for changes approved do not affect the intent of
the by-laws, but merely obviate the possi
general information.
At the council meeting, September 19th, bility of ambiguity.
After consideration of invitations to hold
reports of officers and committees were
received and a committee was appointed to the 1928 annual meeting of the Institute
prepare a report of the council for presenta in various cities, it was decided that next
tion at the annual meeting of the Institute year’s meeting be held in Buffalo, New
the following day.
York, or its environs. It had been an
At a meeting of examiners in accountancy nounced that the next annual meeting of the
Monday evening, September 19th, A. S. Dominion Association of Chartered Ac
Fedde, chairman of the Institute board of countants would be held at Toronto and that
examiners, presided. Members of state the dates might be made to coincide with
boards of accountancy and of the Institute those of the Institute’s meeting, which are
board were present. There was discussion fixed by the by-laws. It is necessary that
of C. P. A. examinations and of the plan of the Institute meet in the United States,
cooperation offered by the Institute to state but it was felt desirable to have the meeting
boards.
as close to Toronto as practicable.
At the first session of the Institute meet
Robert H. Montgomery, New York,
ing, September 20th, Monseigneur R. M. delivered an address entitled “Accountants’
Mestres offered the invocation.
limitations.” Extended discussion followed
H. Ivor Thomas, in a short address, wel his address. This paper was published in
comed the Institute to California and Ed The Journal of Accountancy for October.
ward E. Gore responded on behalf of the
At the opening session of the meeting on
visiting members.
September 21st, officers and members of
The report of the president, which was council were elected. The results of the
published in The Journal of Accountancy for elections were reported in the Bulletin for
October, was presented by William H. West. September 24th.
H. Percy Edwards, newly elected presi
The following committee on nominations
dent of the Dominion Association of Char was unanimously elected:
tered Accountants, was officially welcomed
to the meeting. Mr. Edwards responded (By the council at its meeting September 19th):
to the greeting and expressed his pleasure
Will-A. Clader (Pennsylvania)
at being able to be present.
E. H. Wagner (Missouri)
Published Monthly by The Journal of Accountancy, Incorporated
Copyright 1927 by The Journal of Accountancy, Incorporated
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(By the Institute):
C. B. Couchman (New York)
J. P. Dawson (Oregon)
G. E. Hutchison (Illinois)
A. G. Moss (Texas)
W. A. Musgrave (Connecticut)

minion Association of Chartered Account
ants was in progress, and they were cor
dially welcomed by the Canadian account
ants on September 8th. The Institute
members had the pleasure of attending a
session of the Dominion meeting. Ad
dresses were made by E. S. Read, retiring
president of the Dominion Association, H.
Percy Edwards, president-elect of the Cana
dian organization, and by William H.
West, F. H. Hurdman and A. P. Richardson,
officers of the American Institute of Ac
countants.
The ladies of the Institute party were
taken on a sightseeing trip and they also
attended the races at the Polo Park track.
In the evening of September 8th a dinnerdance arranged by the Manitoba Institute
was held at the Fort Garry hotel.
The group of Institute members stopped
for several days at Yellowstone National
Park.
At Seattle a dinner was arranged by local
accountants for the Institute members en
route to Del Monte.
A stop at Portland was of sufficient length
to enable the travelers to drive about the
city.
The party arrived at San Francisco on the
morning of September 17th and during that
day and the succeeding one was entertained
by the San Francisco chapter of the Cali
fornia Society of Certified Public Account
ants. A buffet luncheon was served at the
Mark Hopkins hotel on the day of arrival.
That evening the visiting members were
entertained at a dinner at the Bohemian
club. The San Francisco accountants ar
ranged several sightseeing trips, including a
trip across the Golden Gate to Muir Woods
and short trips to interesting parts of the
city, among them San Francisco’s China
town. Opportunities for playing golf were
available both Saturday and Sunday.
The party arrived at Del Monte Sunday
evening, September 18th, and the following
four days were occupied by the several
meetings.
The members proceeded to Los Angeles,
where they arrived the morning of Sep
tember 23rd. A banquet arranged by the
Los Angeles chapter of the California
Society of Certified Public Accountants took
place that evening at the Hotel Virginia,
Long Beach. Arthur M. Loomis was toast
master at the banquet. An address of wel

Henry Rand Hatfield delivered an ad
dress entitled “What is the matter with
accounting?” which was published in The
Journal of Accountancy for October, and his
remarks were followed by lengthy discussion.
The members in attendance at the meet
ing rendered a vote of thanks to the Cali
fornia Society of Certified Public Account
ants and to the committee on meetings
for the hospitality extended to the Institute.
The annual banquet of the Institute was
held at the Del Monte hotel on the evening
of September 21st. Edward E. Gore acted
as toastmaster. Dr. Lyman Wilbur was
the principal speaker. Remarks were also
made by Messrs. Ruckstell, West, Edwards
and Heron.
At the council meeting, September 23rd,
the secretary, executive committee, com
mittee on professional ethics and members
of the board of examiners for three years
were elected. Names of persons elected
were given in the September Bulletin.
A. S. Fedde, who has been chairman of
the board of examiners for several years,
tendered his resignation as a member of the
board. It was accepted with great regret
and Andrew Stewart of New York was
elected a member of the board for one year
to fill the vacancy thereby created.
At the annual meeting of the American
Institute of Accountants Foundation, Sep
tember 23rd, the following officers were
elected:
President, John R. Ruckstell
Vice-president, Robert H. Montgomery
Treasurer, Arthur W. Teele
Secretary, A. P. Richardson

The following members of the board of
trustees were re-elected for the ensuing year:
Arthur H. Carter, New York
J. E. Sterrett, New York
Carl H. Nau, Ohio
Waldron H. Rand, Massachusetts

Trip to Annual Meeting
A special party of Institute members and
their guests left Chicago on September 7th.
The group proceeded to Winnipeg, Mani
toba, where the annual meeting of the Do
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come to the Institute was delivered by
Buron R. Fitts, lieutenant-governor of Cali
fornia. Edward E. Gore responded to the
greeting. William H. Thompson and Arch
W. Anderson presented a dialogue entitled
“Borrowing money from a bank,” and
Richard E. Smith spoke on “Foreign ex
change.” A programme of music and
dancing was rendered. During the week
end at Los Angeles the visiting members
were taken to Hollywood for inspection of
a motion-picture studio. On September
24th there was an excursion to Catalina
island, where a luncheon was served at the
St. Catherine hotel. Various sightseeing
trips were arranged on the following day.
On the homeward journey the Institute
party stopped at Riverside, California.
Luncheon was served at the Mission inn.
The entire day of September 27th was
spent at Grand Canyon, Arizona.
The party reached Chicago September
30th.
Golf at Annual Meeting
At a golf tournament at the annual meet
ing of the Institute the eastern members
defeated the players of the west. T. Ed
ward Ross made the low net score and was
awarded a prize for the achievement.

Institute Committees
The president of the American Institute
of Accountants has invited the following
members to serve on committees during the
year 1927-28:

Meetings:

William J. Taylor, Ohio, Chairman
E. E. Leffler, New York
Oscar L. Niles, New York
Publication:

John B. Niven, New Jersey, Chairman
R. E. Blight, California
F. W. Morton, Michigan
State Legislation:

Lewis G. Fisher, Rhode Island, Chairman
B. W. Bours, California
E. J. Dillon, Missouri
Term inology:

Walter Mucklow, Florida, Chairman
H. C. Freeman, New York
F. W. Thornton, New York
S p ecia l Committees
A dm inistration of Endowment:

George O. May, New York, Chairman
John F. Forbes, California
W. M. Lybrand, New York
S. R. Mitchell, New York
Arthur Young, New York
Cooperation with Bankers:

William B. Campbell, New York, Chairman
F. H. Hurdman, New York
Arthur F. Lafrentz, New York
William Sutherland, Illinois
H. Ivor Thomas, California
Definition of Earned Surplus:

Arthur E. Andersen, Illinois, Chairman
F. A. R. MacFadden, New York
C. L. Rotzel, Minnesota

Election of Members
At the council meeting at Del Monte,
September 19th, the board of examiners
recommended the election as members and
associates of the Institute, respectively, of
certain applicants for admission. The coun
cil approved the recommendations of the
board, and in the absence of protest the
president declared the applicants elected
as of October 10, 1927. The names of those
elected are as follows:

S tanding C ommittees
A rbitration:

C. P. Carruthers, California, Chairman
P. S. Barton, Pennsylvania
G. T. Rosson, Alabama
Budget and Finance:

Allan Davies, New York, Chairman
E lsa Doetsch, Maryland

D. Vincent Johnston, Pennsylvania

Advanced to Membership:

By-laws:

William G. Cullen, Havana, Cuba
Alexander R. Grant, Chicago
Oscar I. Koke, Cleveland
Perry R. F. Marshall, Los Angeles

J. C. Scobie, New York, Chairman
G. L. Bishop, Massachusetts
H. C. J. Peisch, Minnesota
Credentials:

Adm itted as Members:

G. Harvey Porter, Maryland, Chairman
George B. Buist, Indiana
William B. Franke, New York

Carl P. Allen, Salt Lake City
Myrtile Cerf, San Francisco
John E. Eck, Gastonia, N. C.
Leo P. Gallagher, Chicago
Harley W. Gifford, Topeka
Anson Herrick, San Francisco
Thomas N. Moir, New York

Education:

(For three years):
John R. Wildman, New York, Chairman
David Himmelblau, Illinois
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Percival S. Page, Manila, P. I.
Ralph W. Peters, New York
John F. C. Sells, Chicago
James A. Smith, Phoenix
Otto I. Svenson, Boston
Charles F. Usinger, San Francisco
Roy G. Vail, New York
Patrick J. Walsh, Tucson
Charles P. White, Manila, P. I.

Cooperation of Bankers with
Accountants
A national convention of the Robert
Morris Associates, an organization of credit
officers of banks, was held at Wernersville,
Pennsylvania, October 3rd, 4th and 5th.
At the meeting a report of the committee
on cooperation with public accountants was
presented and it is here reproduced by per
mission of the chairman of the committee,
Harvey E. Whitney. The text of the report
is as follows:

A dm itted as Associates:

George P. Auld, New York
John McK. Brown, Utica
Ernest W. Carlson, St. Paul
Joseph M. Checkers, Chicago
Walter J. Como, New York
Harry M. Fancher, Chicago
Harry Goodman, Boston
Felix Harenski, Cleveland
Verne Harrell, Los Angeles
Arthur E. Haslund, St. Paul
Frederick C. Laird, Chicago
William J. Madden, Chicago
George T. Patrick, Salt Lake City
Raymond H. Rebsamen, Little Rock
Harry S. Temple, St. Paul
William C. Waggoner, New York

REPORT OF THE COMMITTEE ON
COOPERATION WITH PUBLIC
ACCOUNTANTS
In a number of our previous reports we have
emphasized the necessity of giving close attention
to the wording of certificates, accompanying com
ments, etc., and we would cite the following example
as justification for our again stressing this point.
In analyzing the income and profit-and-loss
figures for the year 1926, in a detailed audit, we
noted certain charges against income, to wit:
$26,800. Federal income tax for years 1924 and
1925.
$16,500. Oil plant charge-off.
It seemed as though the first item should be allo
cated to the respective years and that the second
item was a proper charge against surplus rather
than income, for the way it was handled did not
give a fair picture of the earnings for the year 1926.
The representative of the accounting firm with
whom we discussed this agreed thoroughly and
for a time was unable to explain the reason for
their method of procedure, when suddenly he dis
covered at the top of the page a phrase in brackets,

Institute Examinations
The fall examinations of the American
Institute of Accountants will be held
November 17th and 18th, from 9 a.m. to
12.30 p.m. and from 1 p.m. to 6 p.m. each
day. In New York, the examinations will
take place at the offices of the Institute.
Regional Meeting of the American
Institute of Accountants
A regional meeting of the New England
region of the American Institute of Account
ants will be held at the Providence Biltmore
hotel, Providence, Rhode Island, November
8 th. The arrangements for the meeting are
being made by the regional committee of
the Institute, composed of Lewis G. Fisher,
Chester R. Union, W. Z. White, J. Chester
Crandell and Homer N. Sweet, in coopera
tion with a committee of the Rhode Island
Society of Certified Public Accountants,
whose members are George B. Clegg, S. H.
Over, Ernest H. Davison and William H.
Segur. The speakers at the meeting will
be F. H. Hurdman, a member of the council
and former vice-president of the American
Institute of Accountants, and A. P. Richard
son, secretary of the Institute. There will
also be an address delivered on arbitration,
the speaker to be selected later. The meet
ing will last only one day.
All persons interested in accountancy,
whether members of the Institute or not,
are cordially invited to attend the meeting.

“Prepared at the com pany’s request in accordance
with its classification.” The same financial state

ment, incidentally, embraced an item of “Notes
and trade acceptances receivable $58,000,” which
included $6,500 due from either affiliated companies,
officers or employees.
From time to time certified statements have
appeared with such items as “Real-estate invest
ment less reserve and mortgage payable,” or “Build
ings less mortgage assumed,” or "Real-estate
equity.” To be exact, three such statements
attracted our attention during the past year and
all three bore the certificates of well known ac
counting firms. We wrote the chairman of the
American Institute committee asking as to whether
it was ethical to prepare a statement in this way
without mentioning specifically the amount of the
mortgage and whether the total sum involved had
any bearing upon the matter. The latter half of
this question was occasioned by a case where the
total property account amounted to $1,000,000
and on one small piece there was a mortgage of
$50,000.
The reply was very specific, to the effect that if
the mortgage had been given by the corporation
itself it should be shown on the liability side of the
balance-sheet. If the mortgage was not given by
the company, but rather the property was acquired
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subject to a mortgage given by a former owner,
it would be permissible to deduct the mortgage
from the plant item on the asset side of the state
ment but the amount of the mortgage must be
shown. In either case the size of the mortgage is
immaterial, the committee very aptly bringing out
the point that if the mortgage is a relatively small
one there should be no objection on the part of the
corporation to showing it, and on the other hand
if it is relatively large there is all the more reason
for bringing it to the attention of any one interested
in the financial position of the company.
Reinforced by the opinion of the American
Institute committee, we took this matter up with
one of the accountants and he advised us that the
next balance-sheet of the company whose figures
he audited would show the item heretofore carried
as “Real-estate equity,” in detail, in other words
the gross amount of the real estate with the amount
of the mortgage thereagainst.
In another case where an accountant had omitted
referring to cumulative dividends in arrears in a
consolidated statement, but had referred to it in
the individual statement, he expressed both his
regret at the oversight and appreciation for our
having called it to his attention. We speak of
these specific instances as indicating the value of
having the accountants know that we are following
their work carefully, but the best results can be
accomplished only by a more active interest and
participation on the part of the membership at
large. Your chairman will speak further upon
this matter after the reading of the report.
The committee feels that one thing it has par
ticularly lacked is cooperation from our commercialpaper broker members. Within the past few months
several specific instances have been submitted
where the item, accounts receivable and/or notes
receivable, included substantial amounts due from
officers or other individuals connected with the
company, and one case where there was a con
tingent liability for bills receivable discounted.
These were all audited statements and the broker
had the information in his file but in no instance
did he take up the matter with the committee,
nor so far as we know did he discuss it with the
accountant direct.
We know of two other cases that would come in
the same category but the broker is not a member
of the Robert Morris Associates.
These experiences prompt us again to call to
the attention of our membership the pamphlet
published some ten years ago by the federal reserve
board after consultation with representatives of
the American Institute of Accountants, entitled,

We hear rumblings off and on from the accounting
fraternity in the form of articles, speeches, etc.,
indicating an attitude of aloofness and irresponsi
bility so far as concerns the inventory item. This
is too comprehensive a subject to be dealt with at
length in a report of this committee, but speaking
by and large it is our firm conviction that as time
goes on accountants should be held to a greater
rather than a lesser responsibility as concerns this
very important item, and it behooves us all to work
toward this end which we should do not only with
the accountants but with our customers as well.
Respectfully submitted,

E. E.

B arker
C. V. Childs
John Clayton
J. N. E aton
P. F. Gray
E dmund W illiams
H. E. W hitney , Chairman

Legal Regulation of Accounting in
Poland
It is reported that the treasury of Poland
is responsible for a law providing for recog
nition as “sworn bookkeepers,” of persons
who shall meet certain stipulated require
ments and abide by certain regulations.
Applicants for nomination as sworn book
keepers, or assistant sworn bookkeepers,
must be citizens of Poland, must present
evidence of satisfactory preliminary educa
tion and of a required number of years’
experience as bookkeepers, and must pass
an examination authorized by the treasury
and the ministry of commerce and industry.
The law provides that calculations and
balance-sheets signed by a sworn book
keeper and containing his seal are to be
considered absolutely credible. A sworn
bookkeeper is to be held responsible for loss
and damage caused by a certificate issued
by him containing incorrect data, or by the
betrayal by him of a commercial secret.
Bodies known as “chambers” of sworn
bookkeepers are mentioned in the act,
whose functions are to protect the rights
and interests of their members, as well
as to exercise the necessary disciplinary con
trol over them.
Punishment of members transgressing
ethical principles may be meted out by an
administrative unit of a chamber created for
the purpose. Such punishment may con
sist of admonition, censure, suspension or
withdrawal of the offending member’s right
to act as a sworn bookkeeper, publication
of his name, and/or the imposition of a fine
not to exceed 5000 zloty (about $1,000).

“Approved Methods for the Preparation of Balancesheet Statements.” Copies of this pamphlet were

at one time sent to our entire membership, but as
changes from time to time take place it is quite
possible that there are many members active today
who are not familiar with this pamphlet. Concrete
evidence of this is the fact that when one of the
members of our committee referred to this pamphlet
in a talk he had with a commercial-paper broker,
the latter knew nothing of it, but at once became
interested and sent to Washington for a supply of
the pamphlets, purposing to use them freely with
his customers and with the accountants who work
for his customers whenever the proper occasion pre
sents itself. This is certainly a most helpful attitude.
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The law also makes provision for a “main
council,” situated in Warsaw, to have
administrative authority over all Polish
institutions of sworn bookkeepers, with re
gard to professional ethics, interpretation of
by-laws of local chambers, examinations of
candidates, and the maintenance of a
registry of sworn bookkeepers in the country.

the addresses on technical subjects delivered
at the meetings of the association since
October, 1926.
It has been the custom at these meetings
for some of the members to speak on sub
jects dealt with in the Uniform System of
Accounts for Hotels, a manual published last
year. At each meeting of the association a
different topic has been discussed in this
way and the technical committee has now
gathered the various addresses together and
published their substance in the form of a
mimeographed pamphlet. The index shows
that 91 subjects are discussed. W. J.
Forster is chairman of the technical com
mittee of the association.

Japanese Accountancy Law in Effect
A royal ordinance, issued September 7,
1927, provided that an accountancy law
for Japan, passed at the 52nd session of the
imperial diet, would be put into effect as of
September 10, 1927. The Japan Society of
Public Accountants is responsible for the
preparation and introduction of the law.
Another ordinance, issued at the same time,
sets forth the rules and regulations of ex
amination and registration of accountants
under the new law.

Accounting Courses at Georgetown
University
Announcement has been made that a
change in the curriculum of Georgetown
University has been made to expand the
courses in accounting and business adminis
tration so that the school may offer courses
to prepare men for the C. P. A. examinations
in the various states. The courses will be
elective and will be under the direction of
William G. Buchanan, C. P. A.

New York City Accountant Honored
A dinner was held at the Waldorf-Astoria
hotel, New York, October 4th, in honor of
Duncan MacInnes, chief accountant of the
city, to mark the completion of his thirty
years of service in the department of finance.
Among the guests were Charles W. Berry,
comptroller of the city, and Herman A.
Metz, former comptroller, both of whom
spoke in praise of the labors of Mr. MacInnes
in behalf of the city. Other speakers were
Colonel Walter Scott and Jeremiah T.
Mahoney, justice of the supreme court.
Telegrams of congratulation and regret
at their inability to attend were received
from Governor Smith, Mayor Walker and
former Mayor Hylan.
Hotel Accountants Association
The technical committee of the Hotel
Accountants Association has summarized

Commercial Surveys
The United States department of com
merce is planning a series of nine regional
commercial surveys of various geographical
divisions of the country. It is expected
that upon completion of the work the de
partment will have a picture of the entire
commercial structure of the United States.
The studies will not be completed for a year
or two. Surveys of three regions, the south
east, the Pacific southwest and the upper
Mississippi middle west, have already been
commenced.

A. Bowman, New York, has been re
appointed a member of the committee on
commercial law of the Merchants’ Associa
tion of the city for the current year.

Richard D. Seamans, as a member of the
Massachusetts legislature, spoke before the
board of public utilities of that state,
petitioning for a southern artery for Salem.
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STATE BOARDS OF ACCOUNTANCY
Florida
The state board of accountancy of Florida
has adopted rules of professional conduct
by which the practice of holders of C. P. A.
certificates in the state may be controlled.
The text of the code is as follows:

8. Any certified public accountant or public
accountant who has been found guilty of fraud or
an attempt to defraud a client or any person, firm
or corporation in connection with his professional
work or business, and/or who in his professional
work or business has been found guilty of fraud
and/or who has been found guilty of conspiracy
to defraud the government of the United States
of America in any matters relating to federal in
come tax or federal estate tax, is deemed guilty
of wrongful conduct under section 5 of the abovenamed act.
9. Any certified public accountant or public
accountant who accepts or takes part in any en
gagement, either on his or her own account, or as
a member of a partnership or other organization
or as the employee of a certified public accountant
or public accountant, involving federal income-tax
or federal estate-tax matters, with which the said
certified public accountant or public accountant
has had prior contact as an employee of the United
States government, is deemed guilty of wrongful
conduct under section 5 of the above-named act.
10. Any certified public accountant or public
accountant, practising under the provisions of the
above-named act, who enters into a contract, ex
pressed or implied, to perform a specific service or
specific services, in consideration of the payment
to such certified public accountant or public ac
countant of a specified sum of money, which pay
ment is to be for a definitely fixed amount, which
amount is not based upon a per diem charge or
upon the length of time required for the rendering
of such service or services, and who fails to perform
such service or services as he has agreed to perform,
is deemed guilty of wrongful conduct under the
provisions of section 5 of the above-named act.
This board in determining whether or not the
service or services so rendered have been or have
not been rendered in accordance with the agreement
of such certified public accountant or public ac
countant, shall measure the extent and sufficiency
of such service or services according to the general
understandings, customs and practice of the pro
fession of public accountancy as practised in the
United States of America. In the event that this
board shall find that such service or services have
not been rendered in accordance with agreement,
and so advises the said certified public accountant
or public accountant and the said certified public
accountant or public accountant shall then fail
within a reasonable time to complete such service
or services without further compensation in manner
deemed satisfactory to this board, unless excused
therefrom by the client, then the said certified
public accountant or public accountant is deemed
guilty of wrongful conduct under the provisions
of section 5 of the above-named act. p r o v i d e d ,
h o w e v e r , that any person found by this board
to have been guilty of wrongful conduct through
failure to satisfactorily perform services as specified
in this rule, and who thereafter completes the per
formance of such service in a manner satisfactory
to this board, within such time as to this board
shall appear to be fair and reasonable, shall not
be deemed to be guilty of wrongful conduct as
specified in this rule.

STANDARDS OF PROFESSIONAL CONDUCT
AND RULES DEFINING ETHICAL PRACTICE
OF PUBLIC ACCOUNTANCY AS PROVIDED
FOR IN SECTION 12 OF AN ACT TO AMEND
SECTIONS 2507, 2508, 2510, 2512, 2513 AND 5670
OF THE REVISED GENERAL STATUTES
OF FLORIDA, ADOPTED AUGUST 12, 1927
1. All former rules are hereby revoked.
2. These rules may be amended at any time
by the vote of any three members of the board.
3. The preparation and/or certification by any
certified public accountant or public accountant of
any exhibit, statement, schedule or other form
of accountancy work, containing an essential mis
statement of fact, or omission therefrom of such a
fact as would amount to an essential misstatement,
or a failure to put a client, prospective investors
or creditors on notice in respect to an essential
or material fact not specifically shown in the balancesheet itself, is, ipso facto, wrongful conduct under
the provisions of section 5 of the above-named
act, upon proper presentation of proof that such
misstatement was either wilful or the result of such
gross negligence as to be inexcusable.
4. The acceptance, directly or indirectly, by
any certified public accountant or public accountant
practising either on his or her own account, or
as a member of a partnership or other organization,
or as an employee of a certified public accountant
or certified public accountants, or of a public ac
countant or public accountants, from the laity of
any commission, brokerage or other participations
for professional or commercial business turned
over to others as an incident of services to clients,
is wrongful conduct under the provisions of section
5 of the above-named act.
5. The allowance, or agreement to allow, di
rectly or indirectly, of a commission, brokerage, or
other participation by the laity in the fees or
profits of his professional work by a certified public
accountant or public accountant practising under
the provisions of the above-named act, is wrongful
conduct under the provisions of section 5 of the
above-named act.
6. No certified public accountant or public
accountant, shall certify to any accounts, exhibits,
statements, schedules or other forms of accountancy
work which have not been verified entirely under
the supervision of himself, or a member of his firm,
or an associate or member of his staff; and any
certified public accountant or public accountant
so doing is guilty of wrongful conduct under the
provisions of section 5 of the above-named act.
7. Any certified public accountant or public
accountant who has been found guilty of a mis
demeanor as provided in section 14 of the abovenamed act, is deemed guilty of wrongful conduct
under section 5 of the above-named act.
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shall fail on any such re-examination, he shall, as
Kentucky
to any subsequent examination, be required to
In May, 1927, the Kentucky state board make a new application, pay an additional fee of
of accountancy adopted a resolution re $25.00, and shall be examined in all the subjects
without reference to or credit for grades
stricting the granting of reciprocal certificates thereof,
previously made.
to bona fide residents of the state of Ken
Texas
tucky, or to those who may have an estab
The following regulation of the state
lished place of business within the state.
board of public accountancy of Texas was
New Jersey
passed at a recent meeting:
At a meeting of the New Jersey state
“R esolved, that, while each case will be disposed
board of public accountants, October 5, of on its merits, generally the policy of this board
1927, the following officers were elected: will be to grant reciprocal certificates only to those
who have actually resided and practised
James F. Hughes, president; William H. applicants
in the state of Texas for a period of one year, or
Compton, secretary; and William Surosky, who have established as principal or partner and
member of firm, a bona fide office in this state for
treasurer.
the practice of accounting previous to the granting
of such certificate.
New York
“Also, that the board issue no reciprocal cer
The next examinations for the C. P. A. tificates except based on the state of original issue
certificate of New York will be held No of certificate to the applicant, and not on the basis
vember 14th, 15th and 16th, at Albany, of reciprocal certificates issued to him by other
states.”
Buffalo, New York and Syracuse.
It was stated that the intent of this reso
Ohio
lution was to insure as high a standard as
At a recent meeting of the Ohio state possible and to prevent holders from states
board of accountancy, C. P. A. certificates of a lower standard than Texas securing
were issued to the following candidates on certificates through other states with which
the basis of examination: Horace L. Brown, Texas has reciprocal relations.
Richard C. Kennedy and Basil J. Monroe.
Virginia
Irving S. Silbert was granted a reciprocal
The
Virginia
state
board of accountancy
certificate.
has amended the section of its rules dealing
Oklahoma
with the fees of applicants for C. P. A. cer
The rules of the state board of ac tificates. The amended rule is as follows:
countancy of Oklahoma have been modified
A pplications and Fees
in two particulars which affect rules Nos.
10.
Applications must be made only on blanks
2 and 15. The sections in question, as which will be furnished by this board, on written
request by the applicant. Applications must be
amended, are as follows:
Rule I I

An applicant for examination must be over 21
years of age, of good moral character and a graduate
of an accredited high school, or possess the equiva
lent of such high-school education. Evidence of
equivalent education may be submitted in the form
of a certificate showing educational attainments.
Rule X V

In the event any applicant fails on examination
to make a passing grade in any subject thereof,
he will be required to re-take the examination in
that subject within one year but will not be re
quired to pay an additional fee. If any applicant

accompanied by certified cheque for the fee of $25.00
fixed by law. In case of failure to pass require
ments or examinations, the fee will not be returned,
and for re-examination a new application and addi
tional fee of $10.00 will be required; provided,
however, that in the event of an applicant who
has met all requirements of this board, and has
passed an examination to the satisfaction of this
board, in one or more subjects, but has failed to
pass in all subjects, then such applicant may, in
the discretion of this board, be re-examined in
remaining subjects without payment of a further
fee; provided, however, that the applicant com
pletes the remaining subject, or subjects, at the
next two succeeding examinations.

Chiene & Tait of Guatemala City, Central
Loomis, Suffern & Fernald, 50 Broad
America, announce the opening of a branch street, New York, announce the admission
office at 9a. Avenida Norte No. 13, San of Charles H. Towns to membership in the
Salvador.
firm.
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NEWS OF LOCAL SOCIETIES
California State Society of Certified
Public Accountants
At a meeting of the California State
Society of Certified Public Accountants,
September 23rd, H. Ivor Thomas was
elected president; Norman L. McLaren
and Charles P. Carruthers, vice-presidents;
B. W. Bours, secretary. Directors elected
at the meeting are as follows: Percy G.
Goode, Charles Lumbard, I. G. Pattinson
and George M. Thompson.

gretted the indifference of business men in
Florida to the value of accountants’ ser
vices. He urged his hearers never to forget
that they are members of the only profession
whose sole business and duty is to tell the
truth, a condition which bestows on them
a peculiar dignity. He also spoke of the
undesirability of advertising by professional
men.
L. A. Oates delivered an address on
“Publicity for the profession,” which he said
must be gained through an intelligent method
of educating the public by some means
worthy of professional men. Mr. Oates
said particularly that individual advertising
was prohibited by the nature of accountants’
services and that group publicity emanating
from the institute, impersonal propaganda
with names omitted and educational cam
paigns are the only forms of publicity avail
able.
Following the address a committee was
appointed to consider the matter of classi
fication of accountants in directories.
At the afternoon session C. H. Goodrich,
secretary of the institute, spoke on “The
treasury department and the profession.”
Walter Mucklow gave an address on
“The accountants’ report for the banker.”
At the banquet in the evening the Rev.
Holmes S. Rightmire spoke on “Service.”
Millard B. Conklin gave an address called
“Trusts and estates.” A musical pro
gramme and dancing were the features of
entertainment.
At the morning session, September 20th,
H. B. Graham read a report proposing
changes in the federal revenue act relating
to the proceeds of real-estate sales and
methods of determining taxable profits.
After hearing the report the members
present moved to empower the president to
appoint a committee to investigate the
advisability of taking immediate action on
the changes suggested. This committee
will have power to act at any time in its
discretion. Among other things the amend
ments proposed provide for a clearer defini
tion of fair market value as described by
the revenue act, and deal with assessable
taxes on repossessed property and claims
of abatement to correct original errors in
income-tax returns filed.

Colorado Society of Certified Public
Accountants
The annual meeting of the Colorado
Society of Certified Public Accountants was
held at the Denver athletic club, September
14th. The reports of the president, Louis
C. Linck, and of the secretary, F. Tillman
Brownne, were received.
Five directors were elected for the en
suing year, as follows: Louis C. Linck,
William Thompson, W. M. Trant, Charles
Kentor and F. Tillman Brownne. The
election of officers resulted as follows:
T. J. Witting, president; Leon E. Williams,
vice-president; H. W. Nelson, secretary;
W. S. Dent, treasurer. Several matters
of interest to the accountants of the state
were discussed, among them the question of
proper listing of certified public accountants
in the classified section of the telephone
directories.
Florida Institute of Accountants
A convention of the Florida Institute
of Accountants took place at Daytona
Beach, Florida, September 19th and 20th.
Walter Mucklow, president of the institute,
occupied the chair at the opening session.
An invocation was offered by the Rev. F. W.
Gee.
David Sholtz, in welcoming the members
to Daytona Beach, commented upon the
important part Florida accountants are
taking in state affairs. C. D. Milner
responded to the welcome.
President Mucklow gave an address
called “Our institute.” He said that this
was the first real meeting of elected members
that the organization had held and he dealt
with matters that seemed appropriate in
these circumstances. Mr. Mucklow re
9
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The report of the publicity committee
During the year three regular meetings
appointed at the session of the previous were held, as well as two special meetings,
day was presented by L. A. Oates. The one of which was a joint meeting with the
committee recommended that advertise Robert Morris Associates. There were 20
ment by individual accountants be dis informal weekly luncheons.
continued. It also recommended the ap
The Illinois society has obtained the
pointment of a committee to study the services of an executive secretary, with an
possibility of inaugurating a dignified educa office at 307 North Michigan avenue,
tional campaign. The report was adopted. Chicago. The library of the society has
Jacksonville was selected as the place been moved from the Northwestern Uni
of the next meeting of the Florida institute, versity school of commerce to the office of
which will occur December 12 and 13, the executive secretary.
1927.
The ladies present were taken on a sight Indiana Association of Certified Public
Accountants
seeing tour of the Halifax section in the
morning. A golf tournament at the Day
The Indiana Association of Certified
tona golf and country club course was held Public Accountants has announced that the
in the afternoon.
regular Monday luncheons of the association
will take place during the fall and winter.
TAMPA CHAPTER
The committee on entertainment and
A Tampa chapter of the Florida Institute meetings has been active during the summer,
of Accountants was organized September having arranged two golf tournaments for
22nd, at a meeting attended by twenty-two association members. The committee is
accountants at the office of Jay E. Bigham. planning a meeting of the association to be
The following officers were elected: John held early in the winter.
The public-affairs committee proposes
A. Hansbrough, chairman; James A. Gross,
secretary; and Frank L . Cowles, treasurer. to publish six bulletins which will appear in
the months of October, November, De
Illinois Society of Certified Public cember, January, February and March.
Accountants
The first of these publications will be on the
At the annual meeting of the Illinois subject of the natural business year. I t
Society of Certified Public Accountants, is estimated that an edition of about 5,500
September 13th, officers for the ensuing copies of each bulletin will be published.
year were elected as follows: Lewis Ash
Massachusetts Society of Certified
man, president; Arthur Medlock, vicePublic Accountants
president; Eric L. Kohler, secretary-treas
urer; John E. Burke and Warren H. Keller,
The first meeting of the Massachusetts
auditors. The directors who were elected Society of Certified Public Accountants
are T. B. G. Henderson, Clyde H. Hunter, for the fall and winter season of 1927-28 was
J. Fred Lynn and Paul W. Pinkerton.
held at the Chamber of Commerce building,
The society has published its 1927 year Boston, September 26th, following a buffet
book, which contains names of officers, supper.
list of members, constitution, by-laws,
J. Chester Crandell announced the re
rules of professional conduct and other data. gional meeting of the American Institute
The president’s report included in the of Accountants, which will be held at
year-book shows that the society’s member Providence, Rhode Island, November 8th,
ship has increased to 409. Sixty-six new and expressed the hope that all members
members were elected during the past year. of the Massachusetts society would be able
Certain amendments to the by-laws were to attend.
made during the year, the most important
After the disposal of some routine busi
of which is the inclusion of a provision ness, Richard D. Seamans described the
making all holders of valid C. P. A. certifi passage of a bill through the house and
cates residing or maintaining a place of senate of the state legislature, outlining the
business in the state eligible for membership twenty-five steps from the time of the filing
in the Illinois society.
of a petition to the final disposition of the
10
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bill by the governor. Mr. Seamans said
that the great majority of bills introduced
are not enacted into law. During the 1926
session 1,619 bills were printed and sent to
committee, and 392 became law.
Schuyler Dillon discussed the case of
Ipswich M ills v. William Dillon, et al., which
had recently been decided in the supreme
court of the state. Mr. Dillon pointed
out that in the trial before the superior
court, prior to the appeal, the working
papers in dispute had been classified into
six groups, of which the audit papers pre
pared by the accountants were ruled to be
long to the client, and the tax papers pre
pared by them “as attorneys in fact”
belonged to the accountants. The Amer
ican Institute of Accountants appealed this
case to the supreme court, where the judg
ment was entirely favorable to the account
ants. In the final decision, Mr. Dillon said,
two important principles were stated: first,
that the accountant is an independent con
tractor and not a servant of the client and
therefore the report delivered to the client
in all ways belongs to the client while all the
working papers belong to the accountant,
and, second, the court recognized the fact
that the accountant is a professional man.
At the conclusion of his address Mr. Dillon
answered a number of questions.
Victor A. Ketcham spoke on “Effective
speaking in public.” He emphasized the
point that a successful speaker must select
quickly and with sound judgment the
material nearest at hand and use facts of
common knowledge to both the speaker
and the hearer. He illustrated this prin
ciple with a number of anecdotes.

Minnesota Society of Certified Public
Accountants
At the annual meeting of the Minnesota
Society of Certified Public Accountants,
September 22nd, the following trustees
were elected: William C. Bechert, L. J.
Byers, R. T. Schneider, M. W. Stoffer and
A. F. Wagner. After the annual meeting
the trustees elected the following officers:
A. F. Wagner, president; M. W. Stoffer,
vice-president; William C, Bechert, treas
urer; and R. T. Schneider, secretary.
11

Missouri Society of Certified Public
Accountants
KANSAS CITY CHAPTER
A monthly meeting of the Kansas City
chapter of the Missouri Society of Certified
Public Accountants took place on Septem
ber 12th at the University club, Kansas
City. It was the first of a series of dinnermeetings which have been planned for the
1927-28 season. The subject for dis
cussion was the May, 1927, examination
questions of the American Institute, three
successful candidates leading the discussion.
A debate ensued over certain questions.
There was some criticism of question 2 ,
part II, accounting theory and practice,
for the omission of important information,
readily obtainable from the books, without
which the question could not be answered
without qualification. It appeared to be the
consensus of opinion, however, that the
examiners had the right to submit a question
requiring a candidate to show his ability
to note information lacking, and to show
his accounting knowledge otherwise than
by the mere clerical arrangement of figures
supported by all necessary information.
Question 5 of the same paper was also
discussed. The third question reviewed was
No. 7 in auditing—“Audit papers”—on
which a paper was read.
The second monthly meeting of the
chapter was held on October 3, 1927, and
was attended by about forty members.
After dinner two hours were devoted to a
discussion of the nature and disposition of
surplus. The programme was arranged by
Miller Bailey.
A debate ensued on the propriety of
appreciating assets and including such
appreciation as part of the surplus. The
consensus of opinion seemed to indicate
that accountants generally still look with
disfavor upon the appreciating of assets,
although some of the members considered
such appreciation proper, particularly in
case of corporations exploiting natural re
sources where the cost may be entirely dis
proportionate to the actual value of the
assets, provided that such appreciation is
clearly shown on the balance-sheet. That
such surplus from appreciation should not
be used to declare cash dividends was
generally conceded. The advisability of
payment of dividends and conditions under
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which they should be paid, and the neces
sity that subsequent expenditures for ex
pansions, improvements, etc., must be
properly considered before the amount of
the dividend is determined, were clearly
brought out, as well as the fact that a large
surplus does not necessarily indicate that
a corporation is in a position to pay cash
dividends. A large number of those present
participated in the discussion.
The next meeting of the chapter has been
set for November 7th.

Ohio Society of Certified Public
Accountants
The annual meeting of the Ohio Society
of Certified Public Accountants was held
at Dayton, September 16th and 17th.
Registration occupied the early afternoon
of the first day, and subsequently the mem
bers were taken on a tour of inspection of
the National Cash Register Co. plant. Offi
cers of the company acted as hosts at a
dinner that evening where Judge Roland W.
Baggott gave an address entitled, “Ac
countants as lawyers.” At 7:45 p.m. there
was an organ recital.
The first business session of the society’s
meeting opened at 8:00 p.m., September
16th. Cyrus Locher, of the state depart
ment of commerce, spoke on local taxation.
David Himmelblau gave an address on
“Auditors’ certificates.”
A brief session was held on the morning
of September 17th. A special committee
was ordered appointed to study the con
stitution and by-laws with a view to amend
ing them if changes seem desirable. Prog

ress was reported in the preparation of
directories of the membership.
Officers and directors elected for the en
suing year are as follows: President, W. D.
Wall; vice-president, R. A. Hurst; secre
tary-treasurer, L. G. Battelle; directors: W.
A. Coy, H. W. Cuthbertson, J. D. Cherrington and R. F. Mateer.
The balance of the forenoon was devoted
to recreation. After luncheon there was
an informal discussion of taxation led by
E. G. Rarey and David Burnet, field
agents of the bureau of internal revenue.
The spring meeting of the society will be
held in conjunction with the college of
commerce and administration of Ohio State
University, at Columbus. The annual fall
meeting will be at Cleveland.
Presentation of a humorous dramatic
sketch concluded the proceedings. Em
phasis was placed on sociability rather
than formality at the meeting.

Wisconsin Society of Certified Public
Accountants
The annual meeting of the Wisconsin
Society of Certified Public Accountants
was held at the Milwaukee athletic club,
Milwaukee, September 19, 1927.
The following officers were elected: presi
dent, Carl Penner; vice-president, Shepard
E. Barry; secretary and treasurer, Hugo
Kuechenmeister. Directors for the ensuing
year were elected as follows: Shepard E.
Barry, George A. Einbecker, George T. Gra
ham, Fred C. Kellogg, B. A. Kiekhofer,
Hugo Kuechenmeister and Carl Penner.

REVIEWS
G. C. LIEB—“COST ACCOUNTING FOR THE
CEMENT MILL”

Article published in Concrete, September,
1927.
The writer says that the general financial ac
counts of cement companies present few problems
of a peculiar nature and, therefore, he confines
his discussion of salient accounting questions in
the industry to cost accounts. For the purposes
of discussion the accounts are considered under
labor, material, overhead, card of accounts and
coordination of costs.
Three independent records are commonly main
tained, says the writer, in support of the hours
worked by employees, viz., clock recorder, fore

men’s daily reports and field checkers’ records.
Various types of clock-recording devices offer
different advantages. The writer describes one
model which appears to be satisfactory in cement
manufacturing concerns which will show the hours
of arrival, time taken out for lunch and time of
departure at night of each employee. The fore
men’s daily reports should show the department
number of each man, nature of work performed and
number of hours worked and, if the men are on a
piece-work basis, the production of each man. The
field checker should make one or more visits to all
departments daily in order to account for the
presence of each man and to insure the proper
accounting distribution of time worked. Fore
men’s daily reports are coded on the following day
with the proper account numbers by the field
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checkers and, after comparison with the hours
shown on the clock tape, are ready for posting to
the payroll sheet. A model payroll sheet illustrates
the article and its use is explained by the writer.
The material accounts may be divided into three
groups: raw materials, manufactured materials
and stores. The handling charges applicable to
materials become an important part of the final
raw material cost owing to the bulk of the materials.
It is essential that material accounts, subsidiary to
those mentioned in the card of accounts, be kept
according to physical location. A monthly material
report should be submitted to the cost department
disclosing the following information by quantities
concerning each raw and manufactured material:
opening inventory, receipts, transfer to and from
other locations, consumed or shipped and closing
inventory. This report supports the quantity
entry in the detail material accounts. Finished
product is weighed on its way to the bins. Monthly
totals of the daily figures are subject to adjustment
by physical inventories. Material accounts kept
by location permit of a final quantity adjustment
as each pile or bin becomes exhausted. The wear
and tear on machinery necessitate an adequate
stock of repair parts. A complete and accurate
record should be kept of each class of such material
and the stores be issued only on authorized requisi
tions. A monthly summary of stores issued classi
fied by accounts chargeable is rendered to the cost
department. Physical count of the quantity on
hand spread over the year will minimize inventory
adjustments at the end of the year.
In discussing overhead, the writer says that in
his opinion the bases of prorating burden should
be as simple as is consistent with equitable dis
tribution charges. He states the bases recom
mended for spreading the overhead accounts con
tained in the card of accounts given in his article.
The total depreciation set aside each year should
be based upon percentages of the various kinds of
fixed assets, and in order to spread the annual
provision fairly over the year it is well, the writer
says, to calculate the depreciation per barrel of
cement produced and to multiply this figure by
the number of barrels produced through the month,
the result being the depreciation provision of that
month. By this means the months of high pro
duction are charged proportionately with de
preciation and vice versa. In discussing the ad
vantages of this method of adjustment, the writer
says that in the final analysis where a plant is
kept at a high degree of efficiency the effects of
wear and tear are made good by current repairs
and the main purpose of the reserve for depre
ciation is to take care of the intangible influence
always at work, i. e., obsolescence. The reserve
for mill shut-down expense is intended to absorb
all the overhead expense of the mill during the
annual shut-down for major plant repairs. The
monthly provision, therefore, should be the month’s
production multiplied by a per-barrel rate based
upon past experience.
There follows a card of accounts listing about one
hundred items which must be considered in the
cost accounting for cement manufacturers.
The writer says that a separate ledger account
should be kept by the cost department for each
account called for on the card of accounts, and he

describes the manner of treatment of the different
groups of items.
JACOB BENNETT—“ACCOUNTS OF
BROKERS SHOULD BE SIMPLIFIED”

Article published in the Eastern Under
writer, May 20, 1927.
The writer deplores the duplication of effort
that is often found in the bookkeeping and statistical
records of insurance brokers. The condition which
makes the proper treatment of such records diffi
cult is the necessity for the appearance of informa
tion on a number of different records. This repeti
tion not only increases labor, but multiplies the
opportunity for error. The writer outlines the
typical procedure in the offices of many insurance
brokers:
From the policy, a bill to the assured is made and
then an entry is made in the premium register or
return premium register; from these books postings
are made to the assureds’ accounts and companies’
accounts and, in addition thereto, an expiration
record and line card are usually made from the regis
ter record. All these entries and records must be
checked. Each record made is a separate effort
and each record must be checked separately.
The solution to the problem obviously would be
a plan permitting the making of these 6 or 7 records
in one operation. The records so to be made may
be:
(1) bill to the assured
(2) copy of the bill to the assured
(3) entry in the customers’ ledger
(4) entry in the company’s ledger
(5) expiration record
(6) line card
(7) summary or register of. premiums and re
turn premiums
Such a plan could be varied to suit the exact
needs of each brokerage office.
The writer says that such a plan would naturally
involve the use of a specially prepared set of forms
and of a bookkeeping machine, since it is not pos
sible to make such records by hand. He specified
in his article the benefits to be derived from the
adoption of such a system.
SAMUEL NEWBERGER—"CONSTRUCTIVE
ACCOUNTING FOR MODERN INDUSTRY”

Article published in Highway Transporta
tion, April, 1927.
Rule-of-thumb methods are no longer permissible
in the modem operation of business, says the writer.
When the cost of materials was low, labor cheap
and profits were big, there was perhaps not so
much necessity for concern regarding strict economy
and efficiency. Nowadays, however, with high
prices of material, equipment and labor it is im
portant that the business man know exactly the
volume of his business, the exact cost of it and the
amount of profit derived. The amount of sales,
the cost of production item by item, department by
department, as well as the amount of net profit
for each month should be available for comparison
with the respective figures for the corresponding
months of the past year, says the writer. Similarly,

13

Bulletin of American Institute of Accountants
results of operation for the year as a whole should
be comparable with those of preceding years. The
writer says that in his experience he has found many
managers of plants, or even partners in the firm,
devoting a great part of their time to keeping the
books. Such procedure is not conducive to maxi
mum efficiency, says the writer, since a proper sys
tem of accounts for the business could be installed
and a bookkeeper hired at less cost than that of the
present method.
Guessing at cost does not permit the management
to gauge prices so that competition may be met and a
reasonable profit still be obtained, says the writer.
It is necessary that costs be known accurately,
not approximately. The writer indicates that there
are more items of expense in the operation of a
business or factory than many owners realize.
Each item should be watched carefully and the
total expenses should bear a fair relation to the

amount of work accomplished. Monthly figures
showing the costs for each department and per
centages on the relation between expense and volume
of business should be available. The writer lists
eight points which should be shown by a correct
system of accounts. They are as follows: (1) The
amount of business done each day, week, month
or year for any period that one has been in busi
ness. (2) The cost of doing that amount of busi
ness, and a comparison of cost data for different
periods. (3) The exact amount of profit resulting
from the business done. (4) The amount of money
due from customers at all times. (5) The amount of
money due to creditors at any time the information
may be desired. (6) The amount of materials
and supplies consumed each day and each week.
(7) The standing of the business as expressed by a
statement of assets, liabilities and capital on the
first of each month.

COURT DECISIONS
Taxation
Income Tax. When consolidation of
returns of two corporations will be per
mitted. What constitutes “nominal cap
ital.”
A mining company brought action to
recover a sum paid as corporate income
tax. The Bowe-Burke Company had ac
quired a mining lease on certain property,
and a new corporation, the Bowe-Burke
Mining Company, was formed to take over
this lease and carry on mining operations
on the property. The Mining Company,
in consideration of this lease, issued to the
Bowe-Burke Company 497 shares of its
capital stock and one share each to three
persons who controlled the Bowe-Burke
Company. The issue of these 500 shares
was the only cost to the Mining Company
for this lease. The officers of both corpora
tions were in the same suite of rooms. Mr.
Bowe and Mr. Burke were the only officers
of both of said companies, and they directed
and controlled the policies and obligations
thereof. A consolidated income and excessprofits-tax return was made for the year
1917, and the sum due under that return
was paid. However, the treasury depart
ment caused a field audit of the books of
the companies and as a result levied addi
tional taxes which were allocated against the
Mining Company. These additional taxes
were duly paid, but the Mining Company
sought to recover back the sums paid, on the
grounds, first, that it was proper to consoli
date the returns of the two corporations, and,

second, that the Mining Corporation had
no invested capital or not more than a
nominal capital, and therefore would be
subject to a much lower tax as provided in
section 209 of the revenue act of 1917.
It was held that plaintiff can not recover
the sums paid as corporate income tax,
due to the additional levy made by the
treasury department. First, to justify con
solidation in making tax returns, it is
necessary that one corporation should be
the subsidiary of the other, but it seems that
both corporations should be engaged in
closely related lines of business, which was
not the case here, and clearly the purpose
of the officers in control of the corporation
was to have two separate organizations
which would function quite separate and
apart. A consolidation of income-tax re
turns was not proper. Second, it could not
be claimed that the Mining Company had
no more than a nominal capital. Where
money’s worth is contributed as invested
capital, and this in the form of tangible
property, it is the value of the property and
not the par value of the stock received
therefrom which controls. The lease was
contributed as a valuable asset in payment
for stock and became invested capital to
the exent of its receivable value. This
value was too large and important a factor
in the proposed operations to be con
sidered as representing merely nominal
capital in the corporation. The Mining
Company did not come within section 209
of the revenue act of 1917.
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Bowe-Burke Mining Co. Corp. v. Willcuts,
United States district court, district of
Minnesota, July 18, 1927.

not due to the mere failure to make proper
entry in the books of account. The trouble
was that these bonds were not definite liabil
ities of the corporation, and as such repre
Income and profits tax. Whether cer senting the purchase price of the goodwill.
tain earnings should be regarded as invested They could not properly have been entered
capital for the purpose of computing income as corporate liabilities to offset a goodwill
asset of the same amount or of any amount.
and profits taxes.
A claim was made for the recovery of Bonds of this character had no real market
income and profits taxes paid under an value, despite the earnings of the prede
alleged erroneous assessment for the years cessor company. The bonds merely repre
1917 to 1921. The charter of plaintiff’s sented a right to payment if and when the
predecessor expired by limitation in 1906 fund out of which they were to be paid came
and its assets vested by operation of law into existence. It can not be said that
in its two stockholders in a proportion of anything was paid for goodwill and the
9 to 1. Plaintiff corporation was organized amount should not have been regarded
and the two stockholders sold all the assets as invested capital.
of the old company to the new one. These
Baker & Taylor Co. v. United States,
assets, exclusive of goodwill and undivided United States district court, district of
profits, amounted to $40,000 and in return New York, September 8, 1927.
for these assets the stockholders received
360 and 40 shares, respectively, of the capital
Income tax. Trusts. Construction of
stock of the new corporation, par value revenue acts of 1917, 1918 and 1921 as to
$100, and 36 and 4 respectively, of income distribution of income of trust estate.
bonds of $10,000 each from the new corpora
Action was brought for the refund of cer
tion. These income bonds bore interest tain income taxes. In 1917 a man created a
at 6% and were payable only from the net trust which provided that "the balance of the
earnings of the company ascertained and income of said trust shall be divided into five
declared by its board of directors to be equal parts, it being my intention that each
applicable to such payment of principal of my children shall be entitled to an equal
and interest; and in the event that there proportion of the income of said trust fund.”
were not sufficient net earnings to pay the The declaration further provided that from
principal at maturity, the obligation was to the shares of two minor children there should
be paid only when the net earnings were be paid them until they were twenty-six
available. During the seven years suc an amount necessary, in the trustee’s
ceeding, the entire issue of bonds with in discretion, for their proper maintenance,
terest was paid off. Plaintiff contended and the balance invested by the trustees
that the bonds were issued as a consideration for these children’s benefit, and allowed to
for the purchase of the goodwill of the old accumulate, the income from such accumu
corporation, and that as the bonds were lated amount to be paid them on reaching
redeemed the goodwill was paid for and the age of twenty-one. These children
must be deemed to have been purchased for became of age in 1920 and 1924 and from
$400,000 in cash, and this amount must be 1918 to 1923 the trustees had invested the
deemed a part of the invested capital for balance of the annual income from their
the purpose of computing taxes. It ap shares in securities which were placed in a
peared that the bonds were not carried on special safe-deposit box in the exclusive
the books of the company as a liability and control of the trustees. Until 1922 the
goodwill had not been carried as an asset, children paid income tax on their shares of
and that the bonds were not negotiable the income from said trust fund and the
although they might have been assigned. income from their accumulated shares as
The tax commissioner refused to regard the their own personal income. In 1922 the
alleged cost of the goodwill, $400,000, commissioner of internal revenue notified
as invested capital in computing the taxes. plaintiffs (trustees) that they should pay
It was held that the computation of the income tax for the years 1917 to 1921,
tax was correct and the plaintiff was entitled inclusive, based on the shares of said children
to no relief. The difficulty in the case was and on the income from their accumulated
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shares until they reached the age of twentyone, and assessed and collected the tax
upon the theory that the part of the income
which under the terms of the trust was to be
expended or turned over to these children or
not, as the trustees determined, was taxable
to the trust as an entity.
The court held that the tax could be re
covered. Under sections 2, 219 and 219 of
the revenue acts of 1917, 1918, and 1921, re
spectively, the intent was th at annual in
come to a particular beneficiary from a
trust fund shall be taxed to him as a separate
unit of taxation where th at income is “dis
tributed” to him. “Distribution” as there

used did not necessarily mean passing into
the uncontrolled possession and disposition
of the beneficiary. I t meant separation and
segregation from the trust fund. The test
set up by the statute was whether the income
passed from the trust estate which produced
it and ceased to be subject to the terms and
control of that trust. This trust instrument
authorized that such incomes be so separated
and segregated and they were so treated in
fact.
W illcuts v. Ordway, et al., United States
circuit court of appeals, eighth circuit.
April 18, 1927.

HERE AND THERE
W. M. Abernethy announces the opening
of an office for the general practice of
accounting a t 416 Peninsular Casualty
building, Jacksonville, Florida.
Dix D. Dewey announces that he has
opened an office at 5 Douglas avenue,
Elgin, Illinois.
Mahoney, Bowen & Hanley announce
the dissolution of their partnership. John
F. Mahoney and Edmund F. Bowen an
nounce the formation of a new partnership
under the firm name of Mahoney, Bowen &
Co., with offices a t 11 Park place, New York.
Miller, Franklin, Basset & Co. announce
the opening of an office at 80 Federal street,
Boston.
J. O. Peavey, Memphis, Tennessee, an
nounces the removal of his offices from 38687 Shrine building to rooms 371-72 in the
same building.
A. Lee Rawlings and F. C. Gorham
announce the consolidation of their practices
in North Carolina under the name of A.
Lee Rawlings & Co., with F. C. Gorham
as state manager with headquarters a t
Raleigh. The firm will also maintain offices
a t Wilmington, Rocky M ount and Elizabeth
City.
Simmers, Mills & Adsit, Los Angeles,
announce the withdrawal of Mr. Mills from
the firm and the change in the firm name to
Simmers, Adsit & Co.

George B. Simpson and L. R. Chenault,
of the firm, Simpson-Chenault Co., Browns
ville, Texas, announce the opening of a new
office in the Texas Theatre building, San
Antonio.
Zwemer, Uebel & Co. announce the re
moval of their offices to 705-709 Fidelity
building, 1940 East Sixth street, Cleveland,
Ohio.
Gordon S. Battelle, Dayton, Ohio, is
acting as chairman of the administration
section of the management week committee
of his city.
J. Hugh Jackson, Stanford University,
California, spoke at a meeting of the Pacific
Coast Gas Association held at Santa Cruz,
September 13th, on “The tools of manage
m ent.”
C. L. Kelly, University of Oregon, ad
dressed a meeting of the Life Underwriters
a t Eugene, September 17th, on “Inheritance
tax and life insurance.”
Joseph L. Pyle, Wilmington, Delaware,
is acting as instructor in higher accountancy
at Goldey college.
C. I. Smith, Green Bay, Wisconsin, spoke
to the local R otary club October 6th, on
‘‘Shortages." Mr. Smith has been appointed
chairman of the budget committee for the
Green Bay community chest.
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Amendments to By-laws Effective
Two amendments to the by-laws of the
American Institute of Accountants which
were submitted by the committee on by
laws with a recommendation for their
adoption at the annual meeting at Del
Monte, and were unanimously approved at
that time, have received the affirmative
vote of a majority of members by mail
ballot, and have been declared by the
president to be effective as of October 28,
1927. I t was said by the committee that
the amendments were not designed to alter
the intent of the by-laws in any way, but
merely to avoid ambiguity. The sections
amended are as follows:

SERIES B, No. 43

held November 17th and 18th. Thirtyseven states and two territories cooperate
with the Institute in the conduct of exami
nations, using the questions prepared by
the Institute examiners and holding exami
nations on the same days. Twenty-nine of
these states and both territories are holding
examinations this fall.

Institute Library Open Monday
Evenings
The library of the American Institute of
Accountants will be open Monday evenings
until 9 p.m., on and after November 14th.
In accordance with requests that the facili
ties of the library be made available to
accountants whose business occupies them
until 5 o’clock, the executive committee
decided that a librarian remain on duty one
evening a week. This procedure will be
experimental at first, but if the innovation
appears to be justified, it will doubtless
become a permanent policy.
Northern Ohio Chapter of the
Institute
At the annual meeting of the Northern
Ohio chapter of the American Institute of
Accountants, October 27th, the following
officers were elected: President, W. P.
Moonan; vice-president, A. G. Potter; secretary-treasurer, Lewis Wintermute. W. J.
Taylor and Floyd Chilton were elected di
rectors, in addition to the three officers.
The chapter is making plans for a meeting
either in November or December with the
Cleveland chapter of the Robert Morris
Associates for the purpose of considering
matters of mutual interest.

Article II, sec. 4 (a) Associates in practice who
shall have been in practice on their own account
or in the employ of a practising public accountant
for five years next preceding the date of application.
Article II, sec. 4 (b) Accountants in practice
who shall present evidence of preliminary education
satisfactory to the board of examiners and shall
have been in practice on their own account or in
the employ of a practising public accountant for
not less than five years next preceding the date of
application, including at least one year of practice
in the United States of America.

Committee Appointments
The president of the Institute has ap
pointed the following committee on federal
legislation for the current year:
Edward E. Gore, Illinois, Chairman
F. F. Hahn, California
Donald Arthur, New York

Institute Examinations
The semi-annual examinations of the
American Institute of Accountants will be
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Regional Meeting of Institute
A regional meeting for the New England
region of the American Institute of Account
ants was held at the Providence Biltmore
hotel, Providence, Rhode Island, November
8th. About 150 persons were present.
At 2.00 p.m. a technical session was held.
A paper by Frederick H. Hurdman of
New York, a member of council of the
Institute, entitled “Some phases of no-parvalue stock,” was read and was followed
by discussion.
Professor Wesley A. Sturges of Yale
University spoke on commercial arbitration,
and A. P. Richardson, secretary of the
American Institute of Accountants, dis
cussed the work of the Institute.
A dinner-dance took place at 6.45 p.m.
Homer N. Sweet of Boston acted as toast
master at the evening session. Prof. James
C. Adams, of Brown University, and A. P.
Richardson spoke at the dinner.
Entertainment by professional artists
concluded the programme. The meeting
was arranged under the auspices of the
Rhode Island Society of Certified Public
Accountants, through a committee of which
George B. Clegg was chairman and William
H. Segur, secretary. The regional com
mittee of the Institute cooperated in making
the preparations. Lewis G. Fisher was
chairman and Chester R. Union was secre
tary of the Institute committee.
The following officers were elected at the
meeting: William Z. White, chairman;
W. A. Musgrave, secretary, and Arthur
T. Chase, treasurer. It was decided that
the next meeting of the region be held in
Connecticut in November, 1928.

a charge is made therefor, shall pay a privilege tax
as follows:
Each person, firm or corporation employing
one and not more than five accountants, or
auditors, in each county........................ . . . .$25.00
Each person, firm or corporation employing
six and not more than ten auditors or ac
countants, in each county. .............................$50.00
Each person, firm or corporation employing
eleven and not more than fifteen account
ants or auditors, in each county...................... $75.00
Each person, firm or corporation employing
more than fifteen accountants or auditors,
in each county.................................................. $100.00
p r o v i d e d , h o w e v e r , that where any such person,
firm or corporation maintains an office or offices
in any county or counties, said tax shall only be
payable in the county or counties where said
office or offices are maintained.

Status of a State Board of Accountancy
In the Bulletin for September 24th there
was reported a decision in a Louisiana civil
district court which upheld the refusal of
the state board of accountancy to grant a
reciprocal C. P. A. certificate to a certified
public accountant of another state, who
applied for a writ of mandamus to compel
the issuance of such a certificate.
In the reasons for his judgment, rendered
in open court on the date of the decision, the
trial judge clearly defined the status of the
state board of accountancy as an executive
unit of the government in its relation to the
legislative and judiciary powers. Inciden
tally, in tracing the origin of the board, he
spoke briefly of the place among the pro
fessions held by accountancy itself, and its
importance in the modern social structure.
The text of the trial judge’s opinion is as
follows :
REASONS FOR JUDGMENT

State ex rel Anthony J. Thoman v. State Board of
Certified Public Accountants

No. 157,870, Civil District Court, Division “A."
Parish of Orleans
The petition in this case relates that the relator
holds a certificate as a certified public accountant
from the proper authority of the state of Mississippi,
a sister state, which, under the comity between the
states, recognizes the certificates of certified public
accountants of the board of Louisiana.
He alleges he made application to the above
board to register his certificate and issue him a cer
tificate in comity, which would allow him to practise
in Louisiana as a certified public accountant and use
the sacred letters “C. P. A.” after his name.
His petition alleges the board arbitrarily denied
him the relief he asks and he brings this proceeding
by mandamus to have this court order and command
this Louisiana board to register his Mississippi cer
tificate and give him a certificate entitling him to
practise as a certified public accountant in this state.

Legislation in Tennessee
During the 1927 session of the legislature
of Tennessee, a revenue bill, known as senate
bill No. 569, was passed by both houses.
The governor approved it May 4, 1927.
The act contains a provision for the collec
tion of privilege taxes from persons engaged
in certain vocations, among whom account
ants are listed. The passage applicable to
accountants is as follows:
CERTIFIED

PUBLIC ACCOUNTANTS, AUDITORS,
PUBLIC ACCOUNTANTS

AND

Each person, firm or corporation engaged in pub
lic accounting, compiling income-tax returns, audit
ing, and/or devising and installing systems, where
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To his petition the board filed an exception of no
cause of action and the judge of the lower court
maintained it and dismissed the suit, from which
decision an appeal was taken to the supreme court
and the supreme court reversed the decision of the
judge of the lower court and sent the case back here
to be tried.
The decision of the supreme court is based abso
lutely on the allegations of the relator’s petition,
that the board arbitrarily denied him relief. Now,
when an exception of no cause of action is filed, every
allegation of the petition is taken to be as true as
holy writ. Therefore, the judge of the lower court
had before him a case where the defendant board
arbitrarily denied relief to this relator and, as I
understand it, they overruled the decision on the
exception of no cause of action on that ground and
sent the matter back to this court to be tried.
I hardly need say, that I was not the judge who
maintained the exception of no cause of action.
Now, the case has been tried on the merits and not
understanding the case as well in the beginning as I
do now, I permitted a lot of evidence to go in on the
trial, which has proven to be irrelevant and useless.
The constitution of this state divides the govern
ment into three coordinate branches, the executive,
the legislative and the judicial, and it provides that
no one of them shall infringe upon the provinces of
the other; and especially is the judiciary forbidden
to usurp executive powers and the ones in reference
to the legislature.
While always denying that we do legislate, yet the
judicial branch of the government of the United
States of America and of all of the states of the union,
ex necessititae re, have done a little legislation.
Therefore, necessarily, the judiciary must be good
legislators and I have not a case in mind where the
legislative body has repealed any legislation passed
by the judiciary, but in thousands of cases after the
judiciary passed on what was the law as passed by
the legislature, at the succeeding session of the
legislature a law was passed as found by the ju
diciary. But, in the history of the United States
and the component states, the cases where the
judiciary has sought to trespass upon the executive
prerogatives are few and far apart and the judiciary
has clearly recognized the sharp distinctions between
the governmental functions entrusted to it and the
governmental functions entrusted to the executive
department.
Now, this board, the defendant in this case,
clearly does not belong to the judicial department
and equally it is clear, it does not fall within the
legislative department. Then, necessarily, it must
be a part of the executive department of the state
and in the proper exercise of its executive functions,
it is absolutely free from control by the judiciary.
In the same way, either by constitutional pro
vision, or by legislative act creating an office, it is
often provided that the governor of the state, the
head of the executive department, shall have the
power to remove said officer for cause and it has
been unanimously held in the jurisprudence of this
state, from the Hay inspectors case about sixty-five
or seventy-five years ago, again in the Lamancha
case and others, that where the law or constitution
vests in the executive the right to remove an officer
for cause, that very language creates him the sole
judge of the case and the presumption is, de jure et
de jure, that where the executive has the right to

remove for cause and does remove, the cause is suffi
cient and no court on earth has power to inquire
into the case.
In the case of the registers of voters for the parish
of Orleans, where the governor had the power to
remove for cause, it was enacted that no court
should issue its injunction to arrest the hand of the
executive, provided the executive, in removing for
cause, stated what his cause was. The cause may
be good and sound, or absolutely frivolous, but if
he stated the cause, no court could arrest the
operation of the executive will.
What do we find in this case?
Here is the profession of public accountant which
one hundred years ago was scarcely known, which,
with our enormous increase in wealth, in population,
in business activities, in the creation of corpora
tions and in the multiplicity and complexity of
modern business, has risen in importance until to
day the certified public accountant has become an
important factor in our civilization and he stands
in his line on a parity with the attomey-at-law in
his lines and the physician and surgeon in his line
until finally, recognizing the enormous importance
of this profession, which I will say has sprung into
its saliency in the last fifty years and has increased
day by day as our population, our trade and our
commerce increased in complexity day by day, so
that the legislature, in the exercise of its power
commonly called the police power, but really the
legislative power, which in a state legislature is
boundless unless prescribed by the constitution of
the state, has determined that there shall be some
governing board to pass upon the qualifications of
the men who seek to fill this tremendously important
office, this tremendously important position in
society, first, by investigating their qualifications
and moral fitness to fill this most important po
sition and be recognized and employed in that
profession by the public, which, as I have said,
has grown to be a highly important one.
The legislature did not choose to place the
selection of these professionals in the hands of the
governor of the state, nor did it undertake to place
this important function in the judiciary, but it
created a body known as the state board of cer
tified public accountants of Louisiana, a board com
posed of men who presumably stood high in their
profession, most jealous of its reputation and most
competent to determine who should be permitted
in its ranks and who should not.
It provided how the residents and citizens of
Louisiana should be admitted by it and it has a
provision, section 7, of the present act, in which
it sets forth with the greatest particularity, where
this board has once issued its certificate to a
candidate, entitling him to practise as a certified
public accountant, that when it undertakes to
revoke the certificate once issued by it, the accused
must be served with a copy of the charges against
him, he must have full opportunity of trial, and the
board sits as a trial board; and that section grants
an appeal from the action of the board in revoking a
certificate.
But this action is not brought under section 7.
It is section 5 that controls in this case and the
language of that section pertinent to this issue reads
as follows:
"SECTION 5. The state board of certified
public accountants of Louisiana may, in
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its discretion, register a certificate of any
certified public accountant who is the lawful
holder of a certificate issued under the law
of another state and may issue to such certified
public accountant a certificate which shall
entitle the holder to practise as a certified
public accountant and use the C. P. A. in this
state, provided that said state grants similar
privileges to certified public accountants of
this state.”
Now, as I stated in the beginning, the cause of
action alleged by the petitioner is that he holds such
a certificate from the state of Mississippi, which
state under comity recognizes certificates from this
Louisiana board.
Now note that the language under this section 5
is not that this board shall register foreign certificates
and issue its certificate thereon, but as this is deroga
tory and derogating from the balance of the act,
which provided how these certificates shall be issued,
recognizing it is a derogation from the balance
of the law, the legislature was careful to make it
only permissive, the language stating:
“May in its discretion, register a cer
tificate........ issued under the law of another
state and may issue to such certified public
accountant, etc.”
It is perfectly clear to my mind that this is purely
permissive, imposes no duty on this board to register
a foreign certificate and issue its certificate thereon,
but it is permission that is granted to this board to
derogate from the balance of the law and issue its
certificate, if it sees fit so to do.
That evidently must have been the view taken of
the case by my late, lamented colleague, Judge
Parker, but the supreme court has chosen, I imagine
from its opinion, to strike out the word “may”
and substitute the word “shall” in the two in
stances it is used in section five, so that it will read
“the board shall in its discretion” instead of “may
in its discretion.”
Taking that view of the supreme court, then I
have to take its opinion in remanding this case
for trial, that it remanded it solely, taking the alle
gations of the petition to be true, because the
members constituting this board did not refuse
relief to this relator in its discretion, but did so
arbitrarily and without the use of discretion.
Therefore, when this case is tried on the merits,
all the court has to look into under my reading of
the law and the opinion of the supreme court is,
first, whether or not this board tyrannically and ar
bitrarily and, secondly, wrongfully refused relief,
or, whether it, in arriving at its discretion in denying
registration of the Mississippi certificate and issuing
its certificate thereon, did honestly exercise the dis
cretion vested in the board by law and in its wisdom
deny it for, the very purpose of carrying out the
objects and purposes of the law.
Three of the members of the board have testified
in this case that in the exercise of the functions im
posed upon them by law, they came into possession
or thought they came into possession of facts, which
demonstrated to them to their entire and complete
satisfaction that this relator’s moral character was
such as to make it improper and immoral to issue
the certificate he asked for, and they did it in the
sound discretion vested in them by law.
Now, as I said, this board is part of the executive

department and the decision to give or not to give
the certificate, under the circumstances in this
case, is exactly like the discretion vested in the
governor of the state in removing an officer for cause.
Their reasons as given on the stand are that they
honestly believed from the facts, or what they
thought to be the facts before them, that the relator
was not morally fit to occupy the great office of
certified public accountant and it was in an honest
and sound exercise of that discretion that they
denied him what he asked for.
Now, the judiciary, in my opinion, has no more
right to pass upon the soundness or unsoundness of
the conclusions arrived at than the judiciary has the
right to inquire into the soundness or unsoundness
of the governor’s right to remove an officer, when
he removes that officer for cause, and, in my opin
ion, they have no more right to state the cause for
which they refused to issue the certificate than the
governor has to state the cause, when the right to
remove is vested in him.
The United States supreme court has held that the
right to remove any officer by the president of the
United States is vested in him and I have no more
right as a member of the Louisiana judiciary to
inquire into the cause and reasons which led this
board to exercise the discretion vested in it in re
fusing this certificate to the relator than the
United States supreme court has the right to in
quire into the cause which led the president of the
United States to remove an officer.
In my opinion, to do what this relator asks would
be a usurpation by the judiciary of an executive act
and the mandamus asked for by the petitioner will
be refused and his petition dismissed at his costs.
(Signed) H. C. Cage, Judge.
Rendered in open court,
Tuesday, Aug. 16, 1927.

Uniform Reports for Credit Purposes
The Florida Institute of Accountants has
drawn up a statement describing the form
and content of accountants’ reports for
credit purposes and treatment of certain,
items in them. This tentative draft of
suggested procedure was submitted to
credit officers of a number of Florida banks
and was approved by them.
The memorandum is not necessarily in its
final form, but it has been decided to send a
copy of it to every accountant in the state
to show the kind of work in which the
Florida Institute is engaging.
The text of the drafted proposals is as
follows:
FLORIDA INSTITUTE OF ACCOUNTANTS

The following preliminary suggestions regarding
accountants’ reports have been agreed upon by
credit managers of a number of the largest banks
in Florida and committees of accountants. While
they are not obligatory upon members of the Florida
Institute, it is hoped that they will meet with
general acceptance, for it is believed that their adop
tion will result in benefit to the bankers, to ac
countants and to their clients.
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I.

A s to form

4. Accounts receivable should include only
trade accounts; all other receivables such as
amounts due from officers and employees should
be shown separately.
5. In stating fixed assets, members should al
ways endeavor to show the following items sepa
rately and at cost:
Land
Buildings
Equipment
deducting from each depreciable item the amount
of depreciation reserve.
6. Inventories are preferred at cost or market
whichever is the lower.
If not taken as in former years, comments on
any changes between the two bases, showing
which is taken on the balance-sheet, should be
made. State whether or not all goods have been
paid for or are included in payables.

1. Members of the institute should invariably
render their reports in the recognized form,
including statements and comments, enclosed in
a cover, and bankers should ask for such complete
reports and, so far as possible, decline to accept
copies of the balance-sheet or any other state
ments detached from the comments.
2. Members will adopt the uniform size of
8 ½ x 11 inches for all reports, as soon as present
supplies are consumed.
II .

A s to contents

1. Members will include a short description of
the scope of the examination, apart from, and in
addition to, the regular comments.
2. Members will always give, when possible, an
analysis of the surplus accounts which may be
compared and reconciled with the figures shown in
previous reports.
3. Reports are always to be accompanied by a
profit-and-loss account.
II I .

1. Liabilities. The credit side of the balancesheet should be divided into three parts:
Liabilities
Reserves
Net worth
2. Liabilities should be divided into “current”
and “deferred.” The former should include all
liabilities such as bonds, mortgages, notes or
accounts falling due within one year from the
date of the balance-sheet.
3. The items “accounts payable” and “notes
payable” should always show if they are “trade”
accounts or are due to officers, stockholders or
employees; items of the latter class should be
shown separately. The purpose leading to the
liability should always be indicated.
4.
The maturity dates of notes payable and in
terest should be furnished.
5. Accrued taxes and accrued interest should be
included in current liabilities.
6. Taxes—always show the years included in
liabilities, distinguishing between federal and
other taxes.

1. That members will invariably attach on the
balance-sheet, or in the comments, or letter of
transmittal, a certificate indicating any reference
to the accompanying comments which may be
necessary.
The bankers prefer that this certificate contain
an expression of the accountant’s opinion as to
the correctness of the statement and the absence
of such an expression will be taken as an indica
tion that the accountant assumes no responsi
bility.
2. The following form is suggested as a model:
We have prepared the accompanying balancesheet of the................................................ Company
after verifying the items shown therein in the
manner, and to the extent, described in the
accompanying report, of which this balancesheet is a part, and, subject to the explanations
therein, in our opinion, it sets forth fairly and
fully the condition of the said company on the
said date.
IV .

A s to liabilities

V.

A s to certificates

A s to assets

VI.

1. Assets. In the case of notes or accounts
receivable, for which a reserve is set up, and of
capital assets, such as building and equipment of
all kinds, the balance-sheet should show the total
debit appearing on the ledger, and the amount
set up as a reserve for bad debts or for deprecia
tion should also be shown and deducted there
from, carrying the net amount to the total column.
Each class of equipment should be shown
separately on the balance-sheet or in an accom
panying schedule.
2. Receivables. When reporting accounts re
ceivable it is advisable and convenient to “age”
them and to state in the comments the percentage
of each class, e. g.,
Under 30 days 40%
Under 90 days 20%
Under 6 months 15%
Over 6 months 25%
3. Where interest has been included in the
amount shown for any asset and credited to a re
serve account instead of to profit and loss, the
amount of this reserve should be deducted from
the asset, rather than added on the liability side.

A s to reserves

1. Reserves for unrealized profits should be
shown in a total by themselves, after all liabilities
and just ahead of the net worth.
2. Where interest has been included in the
amount shown for any asset, and a reserve set up
therefor, the amount of this reserve shall be
deducted from the asset, rather than shown on the
liability side. (See paragraph 3 under assets.)
VII.

A s to capital stock

1. Capital stock. There should always be shown
the following three items:
Capital stock outstanding
$ ....................
(authorized $ .............. )
Less treasury stock
$ ....................
Outstanding
$ .....................
A separate statement should be made for each
class of stock where more than one exists.
V III.

A s to profit-and-loss statement

1. Reports should always be accompanied by a
profit-and-loss account.
2. Explain the method of writing off bad debts,
i. e., through a reserve or direct.
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3. When making quarterly examinations, the
profit for each quarter should be reconciled with
the total profit for the year, and an analysis of the
increase or decrease in surplus during these
periods should be furnished; also separately
classify surplus realized from operations outside
the regular scope of operations.
IX .

A s to contingent liabilities

1. Contingent liabilities. Every balance-sheet
should carry a footnote stating that the account
ant has looked for contingent liabilities and has
not found any (or finds such liabilities amounting
to $
. as the case may be).
X.

General

The minutes should be examined for the purpose
of ascertaining that transactions which require
the approval of directors or stockholders have
been properly authorized and that no transac
tions affecting the financial position of the com
pany have been omitted from the books of
account.
2. The accountant should ascertain what pur
pose the report is to serve, and, if for credit pur
poses, explain to the client the desirability of ob
taining just such information as the bankers de
sire. He should communicate with the bankers,
if necessary, to obtain the client’s permission to
secure the desired information.

Study of Accountancy Legislation
A special committee of the New York
State Society of Certified Public Account
ants was appointed last spring to make a
study of the entire field of accountancy
legislation, with particular regard to the
situation in the state of New York. The
committee, which is composed of Henry B.
Fernald, chairman, Thomas F. Conroy,
John T. Madden, Warren W. Nissley,
Maurice E. Peloubet, Walter A. Staub,
Morris C. Troper, Luther K. Watkins and
John R. Wildman, carried on investigations
and research during the summer and ren
dered a preliminary report at a meeting of
the society held October 25th. This report
summarizes the general sentiment of the
committee on the question of change in the
C. P. A. laws.
The report is as follows:
NEW YORK STATE SOCIETY OF CERTIFIED PUBLIC
ACCOUNTANTS

Legislation Survey Committee

Preliminary report
Your committee was appointed for the purpose of
making “a thorough and impartial study of the legis
lative situation” and to report to the society its
conclusions and recommendations as a result of such
survey.
Your committee has therefore felt that its primary
duty was not to try to defend any position which
might heretofore have been taken on this subject
by its individual members or their friends or by the
society itself, but rather to look fairly and frankly

at the problems presented and give the best and
fairest answer in its power as to the question of what,
if any, new legislation would be desirable.
We have unanimously agreed that there should
be no question of personalities of those who had
advocated or opposed any particular legislation in
the past or who were recommending or opposing
legislation for the future, but that this committee
was concerned purely with the merits of the pro
posals themselves.
In attempting to give to the subject this fair and
impartial consideration, your committee found it
must consider a large volume of actual or proposed
legislation in this and other states, with the argu
ments pro and con with regard thereto and regula
tions of state boards thereunder. Your committee,
however, soon came to feel that the most important
thing in the first instance was not to try to decide
as between this or that particular piece of actual or
proposed legislation, but rather to try to get a fair
statement of the problems involved and some
reasonable agreement as to how these problems could
best be met by proposed legislation or otherwise.
We then endeavored to find the points as to which
we all stood in definite agreement. There were
many points as to which all the members were not
in full agreement or were not yet ready to commit
themselves. We do find general agreement as to
the following:
(1) The need fo r new legislation is not as great as the
danger of unwise legislation:

Whatever may be said as to the defects in our
present New York state law and the system which
has been built up under it, we all recognize the won
derful results which have been accomplished. There
has been a wonderful development of accountancy
from the professional standpoint as evidenced in the
development of accounting literature and education,
of technique of the profession, and the standing
which accountants and accounting organizations
hold in the public esteem. From the commercial
side, the opportunities and reward have been most
gratifying. The system under which this has been
attained should not be lightly set aside.
We see no reason why accountancy should not
continue under the present system to develop in
the future as it has developed in the past, and
we see no more severe tests to which the law and its
administration will be placed in the future than they
have been in the past.
The fact of the past successful development under
the existing system does not necessarily mean that
the system can not be improved, but it does mean
that any proposed changes should be most carefully
scrutinized and only adopted if we can confidently
expect them to bring about a better result than
would the present system. In other words, we are
not in a situation so bad that any change must
necessarily be an improvement over what we have
and any legislation be an improvement on our pres
ent law. We should only favor new legislation or
changes in our present administration if we are
sure that they will really be better than that which
we now have.
(2) There are m any points in our present system which
might be changed without new legislation or, at
most, with only m inor changes in the present law:

The board or regents may by rules attempt to
meet some of these problems. We are satisfied
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that there is much which might be done without
any change in our law or with only such minor
changes as would not mean any radical change in
our general system.
(3) There should be no general let-down in the present
standards of the profession:

To this principle we all seem to subscribe, al
though with some differences in thought as to just
what it may mean in practical application. The
principle stated in this way does not deal with the
question of the amount of schooling an accountant
may have had or whether he obtained his certificate
by examination, by waiver or under reciprocity,
but, whatever the means to attain the end we be
lieve we can all agree that they should not bring
about a lowering of professional standards.
(4) Whatever legislation we would recommend for
N ew York state m ust be of a type we would be glad
to see adopted by other states:

We can not expect to restrict the practice of
other accountants in New York state and at the
same time leave New York state accountants free
to practise without restriction in other states. We
must expect ourselves to be subjected to the same
kind of restrictions in other states as we would apply
to the practice of other accountants in New York
state. Whatever may be our thoughts as to the
wisdom of restrictions and limitations, we must
recognize that any limitations and restrictions to
be imposed must be those which would be mutually
satisfactory in the interstate practice of account
ancy.
(5) Your committee has not yet reached a conclusion
as to whether or not any form of restrictive legislation
i s desirable:

Your committee welcomes the discussion of the
subject at this meeting and hopes in its own delibera
tions to profit thereby. It will furthermore welcome
any discussions of the problem which individual
members of the society may desire to present to it.
If it should be the thought of this meeting that a
proper conclusion would be facilitated by public
meetings of this committee at which members of the
society or others might present their views upon this
question, your committee would be glad so to ar
range, although it is the thought of its members
that probably most of what would be said has
already been or is now being otherwise made pub
lic. In any event, however, the committee will
welcome any expressions of their ideas which the
members of the society may desire to submit to it.
Respectfully submitted,
Legislative survey committee.

Hotel Accountants Entertained
On October 21 , 1927, Fred Sterry,
president of the Plaza Operating Company,
was host at a dinner to members of the
Hotel Accountants Association. Richard
H. Browne, president of the association and
a member of the American Institute of Ac
countants, acted as chairman and toast
master. The principal speakers were H. P.
Somerville, secretary of the West Side Asso
ciation of Hotels, E. M. Statler, president
of the Statler hotels, and Roy S. Hubbell,
manager of the Hotel Belmont. Raymond
Orteig, who was the donor of the $25,000
prize awarded to Colonel Lindbergh for the
first non-stop flight from New York to Paris,
was a guest at the dinner. Louis A. Bruty,
of the Hotel Roosevelt, and F. H. Hurd
man, a member of the American Institute
of Accountants, conducted a debate on the
question, “Should general and overhead ex
penses be apportioned to all hotel operating
departments?”
State Extension Course in Accounting
The Massachusetts state university ex
tension courses in elementary accounting
and principles of accounting were organized
for the year on October 17th. They will be
held at the Lowell Textile school, under the
instruction of Herbert J. Ball and Wilfred
B. Maynard.

Sources of Accounting Information
The research department of the Illinois
chamber of commerce has prepared and dis
tributed a bulletin on the sources of informa
tion on accounting. Various accounting
organizations and publications on account
ing are listed, and prominent among them
are the American Institute of Accountants
and The Journal of Accountancy, Incor
porated. The bulletin has been published
H e n r y B . F e r n a n d , Chairman.
for the information of members of the Illi
October 25, 1927.
nois chamber of commerce.
W. C. Mushet
Trade Secrets Inviolate
W. C. Mushet, a member of the American
The court of common pleas, Allegheny
Institute and a certified public accountant county, Pennsylvania, has granted an in
of California, died at Los Angeles on Septem junction against a bookkeeper, formerly
ber 18, 1927. Mr Mushet had been a mem employed by a steel company, to prevent
ber of the Institute since 1916, and prior to him from divulging confidential informa
that year was a member of the American tion which he had acquired while in the
Association of Public Accountants, the In company’s employ. The text of the
stitute’s predecessor.
statement, findings of fact, conclusions
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in acquiring information regarding the inventions
and processes, methods of manufacture, cost and
invoice prices, contract data, names of customers,
and other matters connected with the business of
Witherow Steel Company; during the early part
of the year 1926 Donner Steel Company, through
its officers and agents, hired away, and in other
instances attempted to hire away, employees in the
factory of Witherow Steel Company at salaries
largely in excess of those which such employees of
Witherow Steel Company had been receiving;
and said Donner Steel Company started to compete
with Witherow Steel Company in the manufacture
of die-rolled products.
Seventh: There is now pending and undeter
mined a certain litigation brought by Witherow
Steel Company against Donner Steel Company in
the United States district court for the western dis
trict of New York, at No. 1043 F, in equity, wherein
Witherow Steel Company alleges an infringement of
its patents by Donner Steel Company, and certain
alleged acts of unfair trace.
Eighth: During the months of June, July and
August, 1926, F. R. Huston occupied the position
of vice-president in charge of operations of Donner
Steel Company, and during such time and prior
thereto, was a director of Donner Steel Company,
and still is a member of the board of directors of
Donner Steel Company.
Ninth: During the year 1926 up to the time of
his resignation, defendant Oberlin was receiving
from Witherow Steel Company a salary of two
hundred twenty-five dollars per month.
Tenth: On June 14, June 17 and June 30,
1926, F. R. Huston interviewed, and held con
ferences with, defendant Oberlin, in the course of
which Huston offered Oberlin a contract of employ
ment with Donner Steel Company for the period of
three years, with an option in Oberlin to renew for
two years, at a salary of five thousand dollars a
year, provided Oberlin would divulge the prices
at which Witherow Steel Company was selling its
manufactured products to certain automobile manu
facturers, including the manufacturers of Dodge,
Nash and the Overland.
Eleventh: At one of said meetings, in June,
1926, Oberlin divulged to Huston the price at
which Witherow Steel Company was selling auto
mobile axles manufactured by it to Dodge Brothers
Company.
Twelfth: On July 21, 1926, defendant Oberlin
submitted to Witherow Steel Company his written
resignation, dated July 22, 1926, reading as follows:
“I have decided to re-enter the public account
ant field and have decided to terminate my con
nection with the company on Saturday next,
the 24th inst.”
Thirteenth: On July 27, 1926, defendant Ober
lin received, and deposited to his account in the
Mellon National Bank, Pittsburgh, Pennsylvania,
cheque of F. R. Huston, in the amount of four
hundred sixteen dollars and sixty-six cents, which
is the same amount per month which he would
have received under the proffered contract from the
Donner Steel Company.
Fourteenth: On August 6, 1926, in the course
of a conference, William P. Witherow, president of
Witherow Steel Company, accused defendant Ober
lin with having sold confidential information to
Donner Steel Company, and it was a t this con-

of law, opinion and decree in this case
is as follows:
SITTING IN

EQUITY

between
Witherow Steel Company, a corporation of Pennsyl
vania, plaintiff,

and
W. M. Oberlin, defendant.

Court of common pleas, Allegheny county, Pennsyl
vania,
Statement, findings of fact, conclusions of law,
form of decree nisi and discussion.
Reid, J.
STATEMENT

The bill in this case was filed to restrain the
defendant from disclosing to plaintiff’s competitors,
especially the Donner Steel Company, or to any
person or corporation whatsoever, certain secret and
confidential information as to the plaintiff’s busi
ness, obtained by the defendant while in the service
of the plaintiff as a bookkeeper, the imparting of
which would result in great and irreparable injury
to plaintiff’s business.
The bill charges that not only has the defendant
imparted to the Donner Steel Company certain of
such secret and confidential information, to the
great detriment of the plaintiff, but that he is about
to impart additional information as to such con
fidential matters to the Donner Steel Company.
FINDINGS OF FACT

First: Plaintiff, Witherow Steel Company, is a
Pennsylvania Corporation engaged in the manu
facture and sale of die-rolled products, under and in
accordance with inventions covered by patents
owned or pending in the United States patent
office, and owned or controlled by said company.
Second: The following matters connected with
the business of Witherow Steel Company are
secret and confidential matters of substantial
value to said company: cost of its raw materials;
sources of its raw materials; cost of manufacturing
its products, unit cost of manufacturing its various
products; price obtained for its various products;
the names of its customers; the terms of its various
contracts with customers, and its profit or loss from
particular sales.
Third: On or about July 1, 1922, defendant,
W. M. Oberlin, entered the employ of Witherow
Steel Company in the capacity of bookkeeper and
continued in the employ of said company in such
capacity until on or about July 24, 1926.
Fourth: During the course of his employ as
bookkeeper for Witherow Steel Company, de
fendant Oberlin had knowledge of, or there was
accessible to him, information regarding sub
stantially all of the confidential and secret matters
mentioned in the second finding of fact hereinbe
fore set forth, including information regarding prices
for which plaintiff sold its various products.
Fifth: From time to time during his employ
ment defendant Oberlin was advised and cautioned
by his superiors as to the confidential nature
of the information in his possession.
Sixth: Donner Steel Company, a New York
corporation with offices and a manufacturing plant
in th e city of Buffalo, New York, in the year 1924
became and continued to be interested and active
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that would be needed and that I possessed, I would
endeavor to impart to the new company. That is
the only reason I would—that my services would
have any value, to impart the information I had
accumulated in my years of work.”
Twenty-third: That defendant was fully aware
when he continued interviews and negotiations with
F. R. Huston, after the meeting with him of June
30, 1926, when the said Huston sought by impor
tunities covering a period of three hours, to extract
information from him for the Donner Steel Company
and when he received large sums from said Huston,
that the latter yet had in mind the obtaining of
such confidential information, nevertheless he ob
ligated himself to said Huston or to whomsoever he
might eventually prove to represent by continuing
to accept money from him, without having rendered
any services in return, until within a short time
before the filing of this bill.
Twenty-fourth: There was no evidence pre
sented which warrants a finding that defendant
either abstracted from the plaintiff’s files any of its
books, papers, memoranda or documents, or took
copies of them or any of them or is in possession of
any such. He did, however, ask for a certain con
fidential sheet, showing costs, etc., which, however,
was not given to him. So far as the proven facts
establish the information of a confidential nature
in possession of the defendant is that which he
acquired from long contact and familiarity with the
business of plaintiff obtained through his position
as its bookkeeper.

ference that Oberlin first informed plaintiff that he
had given out information to the Donner Steel
Company regarding the Dodge price.
Fifteenth: During the month of August or
September, 1926, defendant Oberlin received from
F. R. Huston cash in the amount of four hundred
sixteen dollars and sixty-seven cents, which was
not deposited in a lump stun in defendant’s bank
account, but various parts thereof were deposited
in said account from time to time.
Sixteenth: On October 8, 1926, defendant Ober
lin received from F. R. Huston cash in the amount
of eight hundred thirty-three dollars and thirtythree cents, which was not deposited in a lump sum
in defendant’s bank account, but various parts
thereof were deposited in said account from time
to time. He explains that he requested cash instead
of cheques after he had been accused on August 6,
1926, of selling information to the Donner Steel
Company.
Seventeenth: Additional payments by Huston
to defendant Oberlin were stopped at the request of
Oberlin, at or about the time that the bill in this
case was filed.
Eighteenth: The aforesaid payments by Huston
to Oberlin were not made because of any personal
services theretofore rendered by Oberlin to Hus
ton. The only explanation as to such payments is
that by the defendant which is to the effect that they
were remuneration for services which he was or is to
render in the future for some one of several com
panies with which Huston was to become connected,
but with which he has not in fact connected him
self.
Nineteenth: The bill of complaint in this case
was filed October 26, 1926. On or about November
22, 1926, defendant Oberlin addressed and sent a
letter to F. R. Huston in the course of which he
said, “Up to this time I have been fighting this
case alone, but I think I should have, at least, some
moral assistance from yourself and from the Donner
Steel Company.”
Twentieth: When called for cross examination
at the trial of this case defendant Oberlin testified
that he would feel free in the exercise of his own
judgment or discretion to impart confidential
information which he had received as an employee
of Witherow Steel Company to some rival or other
concern which might employ him in the future, and
to which such information might be valuable.
Twenty-first: Defendant Oberlin has in his
possession, or knowledge, at the present, a con
siderable amount of confidential information regard
ing the affairs of Witherow Steel Company, which,
according to his own testimony, he has not yet dis
closed.
Twenty-second: That defendant at pp. 119-120
of transcript of testimony quite definitely affirms
his position as to imparting information to a
rival concern, as we have found it to exist as per
finding of fact No. twenty. He was asked the
following: “And you consider prices as a confidential
matter, do you not?” His answer was: "If they
were to be used by a rival concern, and I had been
employed by another concern—the Witherow Steel
Company had let me go and had no longer any
interest in my connection with them I would do what
I could for the other company,” and again in answer
to a question by the court he replied: “Anything

CONCLUSIONS OF LAW

1. It was the duty of defendant to preserve as
secret the important confidential facts and informa
tion imparted to him by the plaintiff corporation,
his employer, or acquired by him by any means
during and as a result of his said employment;
this follows by reason of the very nature of such
confidential knowledge and from the relation of
confidence and trust necessarily existing between
the employer and one who by reason of his position
of trusted employee obtains such information,
even though no specific warning or notice was given
to the employee not to disclose such information.
Moreover, this obligation continues to bind the
employee notwithstanding the termination of his
employment.
2. It was a breach of his duty to his employer,
the plaintiff, for defendant, without the knowledge
and consent of the employer, to reveal to the Donner
Steel Company, through its officers and agent, F. R.
Huston, the price which Dodge Brothers Company
was paying for plaintiff’s product (as per the
eleventh finding of fact). That the defendant now
seeks to justify his conduct in that regard by
attempting to claim that he thought he was acting
in the interest of his employer can not excuse
him. His duty was to consult the plaintiff before
he undertook to reveal one of its most important
trade secrets, and he makes no pretense that he
either did or attempted to do so.
3. The fact that the defendant knew, in the
first instance, that F. R. Huston was seeking in
formation from him, which they both well knew was
secret and confidential, the disclosure of which
would be highly injurious to the interests of plain
tiff, coupled with the further fact that the defendant,
after June 30, 1926, nevertheless continued the
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negotiations with Huston (who then pretended that
he was dealing for himself and certain un-named
associates) and received from said Huston large
sums for services, to be thereafter rendered, none
of which has thus far been rendered, warrants the
inference that defendant knew, or should have
known, that the entire purpose back of these
negotiations and payments was to finally induce
him to impart further confidential facts than those
already given as to the Dodge Brothers contract.
It is therefore our conclusion that these, among the
other facts found, warrant the granting of the
injunction prayed for against defendant to prevent
the accomplishment of the unlawful plan.
4. The conclusion stated above is further war
ranted by the facts which we set forth in our
twentieth, twenty-second and twenty-third findings,
which indicate the attitude of the defendant with
regard to his imparting facts of a confidential na
ture to a new and rival employer. He reserves the
right to disclose any such according to his own
judgment, where, as here, he has ceased to be an
employee of plaintiff. It is clear that to permit him
so to do would be to imperil the right of the plaintiff
to insist that at no time and under no circumstances
shall defendant be at liberty to divulge such secrets
to its competitors.
5. The confidential information in the possession
of the defendant as to plaintiff’s important trade
secrets and procured by him during the term of his
employment in the plaintiff’s service, no matter
how obtained or how it is possessed, is not the
property of the defendant to impart to Donner
Steel Company, F. R. Huston, his associates or
any other person or corporation, as defendant sees
fit, but is in equity yet the property of the plaintiff,
and may not be divulged without the plaintiff’s
consent, even though defendant is no longer in the
service of the latter. Therefore, when there is
reason to believe (as we have found) that it is the
purpose of defendant to impart any such informa
tion to any one not lawfully entitled to receive it,
an injunction to prevent such action by defendant
is the proper remedy. Such remedy does not in
fringe upon any right of the defendant, but, on the
contrary, without injuring him will conserve the
rights of the plaintiff.
6. The theory of defendant that the plaintiff,
in filing this bill, had in view an attack upon Donner
Steel Company and does not in good faith proceed
against him is not tenable. The reference to the
Donner Steel Company is but incident to the dis
closure of the facts leading up to inception and
progress of the plan to obtain the confidential
information heretofore mentioned. The bill is not
filed against the Donner Steel Company, and no
remedy is here sought against it. Even if it were
true that the latter company had incurred the
enmity of plaintiff, such fact can not avail the
defendant to escape responsibility for his unwar
ranted disclosures or to deny the remedy against him
sought to prevent any further improper disclosures
to any one whomsoever.
7. For all the reasons hereinbefore stated we have
determined that the plaintiff’s bill must be sustained
and the injunction prayed for against the defendant
issued.
The form of a decree nisi in accordance with the
foregoing findings of fact and conclusions of law is
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hereto appended.
fendant.

The costs to be paid by de

DISCUSSION AND OPINION

In view of the foregoing extended and compre
hensive findings and conclusions, but little re
mains to be said in the nature of an “opinion.”
If the facts bring the case within the jurisdiction of
equity, there is no doubt that the remedy sought by
plaintiff is the proper one. We have presented
many of the most important of these facts, and as
indicated by our conclusions, we entertain no doubt
that the remedy prayed for should be granted.
The leading Pennsylvania authority upon the
subject is Macbeth-Evans Glass Co. v. Schnelback,
et al., 239 Pa. St. 76. If it were necessary to cite
further authorities they might be presented in great
numbers.
The general rule upon the subject is well stated in
32 Corpus Juris, 158, Sec. 215 (b), as follows:
“Employees of one having a trade secret
who are under express contract, or a contract
implied from their confidential relation to their
employer, not to disclose the secret, will be en
joined from divulging or using the same to the
injury of their employer, whether before or after
they have left his employ.”
A more extended consideration of the question
and of the extent of the application of the principle
which forbids the disclosure of confidential informa
tion by an employee will be found in 32 Corpus
Juris, 160, Sec. 217 (3), and Pomeroy’s E quity
Jurisprudence, 4 Ed., sections 1688 and 1689, also
discusses the question and considers the basis for
the jurisdiction of courts of equity to restrain such
disclosures.
A reading of the testimony in the case before us
convinces us that the nature of the disclosures
sought to be obtained by F. R. Huston (one im
portant item of which he did obtain for the Donner
Steel Company) was such that to permit the in
formation to be given to any person or corporation,
rivals of the plaintiff in the important business it
conducts, would be most disastrous to its interests
and result in irreparable injury which equity will
interpose to prevent by an injunction. It will
not do to say that defendant may not hereafter
seek to impart yet undisclosed information, because
he has, as heretofore clearly shown, placed himself
in a position, by the receipt of large sums from Mr.
Huston as to be in his control, or in that of his un
disclosed associates. That the ultimate purpose of
such control is to finally obtain the unwarranted
knowledge yet possessed by the defendant seems to
us to be so evident that to now refuse the injunction
upon the theory that the information may not be
disclosed would be to give defendant a free hand to
use the knowledge of plaintiff’s trade secrets, in
any manner he may see fit to do.
We have not specifically answered any of the
twenty-six suggested findings of fact presented by
defendant’s counsel.
It will be seen, however, by reference to our
twenty-fourth finding, that we state that the evi
dence in the case does not warrant a finding that the
defendant either abstracted from the plaintiff’s
files any books, papers or documents or took copies
of them or any of them or is in possession of any
such.
If it were of importance we could have found that
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the defendant was not familiar with the patents,
mechanical devices or operating processes of the
plaintiff or in the possession of any technical
knowledge peculiar to the plaintiff’s mechanical
department. Plaintiff neither claimed nor sought to
prove that any such technical knowledge was
possessed by defendant. Our findings sufficiently
present the fact that defendant’s knowledge was
such as he obtained by virtue of his position as
bookkeeper.
Our recollection of the testimony, all of which
we read before disposing of this case, is that the
defendant did not definitely state what particular
items as to process, terms, rates, etc., were or were
not within his knowledge or recollection. He may
or may not have stored in his memory detailed in
formation upon many important facts relating to
plaintiff’s business affairs. Our twenty-first finding
fairly states the facts with regard to the knowledge
of plaintiff’s affairs possessed by the defendant.
Defendant’s brief ably presents the theory of his
counsel, who maintains that under the facts and
circumstances disclosed by the testimony, and for
the reason that the disclosure of the Dodge Brothers
price was made in good faith and for plaintiff’s
benefit; that no further disclosures have been made
or were agreed to be made; that there was no proof
of a fraudulent purpose on the part of defendant in
connection with the transaction and, finally, that the
bill was not filed in good faith, the bill should be dis
missed and the injunction refused.
Our several conclusions of law sufficiently cover
and discuss all of these reasons (except that as to
fraudulent purpose), and therefore we need not
restate the grounds for our so holding.
We have not specifically found that the defendant
was moved to make the revelation of the Dodge
Brothers Company price, or to discuss with F. R.
Huston the proposition to make further disclosures
of confidential information, by a wilful, deliberate,
corrupt and fraudulent purpose. It was not neces
sary to support this bill that the defendant should
first be branded in that manner. We, as well as his
counsel, feel that such a stigma placed upon the
defendant would quite naturally injure him in the
practice of his profession as a public accountant.
We do not wish that such a result should follow as
the consequence of the defendant’s having without
due consideration placed himself in the power of

designing trade rivals of the plaintiff. The injunc
tion which we shall decree, while directly restraining
him from further disclosures, to such rivals, will, in
effect, be a means of releasing the defendant him
self from further assaults upon his integrity.
In our opinion, where the fraudulent purpose of
the person or persons seeking to unfairly obtain
possession of trade secrets is apparent it would at
least constitute a fraud in the eyes of the law for
an employee to assist in or be a party to the divulgence of such information, even though the
evidence may fail to disclose that he was himself
moved by such fraudulent purpose. His act may
not be based upon a deliberate design to commit a
fraud, or a purpose to wilfully injure his employer,
but the effect of an unwarranted disclosure of his
master’s secrets is the same. It can not be that an
employee who may be moved by mere levity, or a
desire to oblige a friend or by any similar motive
short of wilful and deliberate fraud, may not be re
strained from revealing his employer’s trade secrets
simply because he had no fraudulent purpose in
view.
It seems to us that no further discussion is neces
sary. The form of decree nisi mentioned in our
conclusion of law is appended below:
FORM OF DECREE NISI

And now, July 18, 1927, after hearing and upon
consideration, it is ordered, adjudged and decreed
in above case as follows:
1. That the defendant, W. M. Oberlin, be en
joined and restrained from giving or divulging to the
Donner Steel Company, its officers, agents, or em
ployees, or to any other person, firm or corporation,
information relating to plaintiff’s manufacturing
processes, manufacturing or invoice costs, profits
or losses, selling prices, cost of its raw materials and
names of persons from whom purchased, contract
date, the names of plaintiff’s customers or prospec
tive customers, or any other trade or secret informa
tion regarding plaintiff’s business, secured or ob
tained by the defendant by reason of his employ
ment with plaintiff.
2. That defendant pay the costs.
By the court,
A. B. R e i d , Chancellor.
Filed July 18, 1927.

STATE BOARDS OF ACCOUNTANCY
Oklahoma
Maryland
The C. P. A. examinations of Oklahoma
The board of examiners of public account
ants of Maryland will hold examinations for were conducted at the state capitol, Okla
applicants for the certified public account homa City, October 10th to 13th.
ant certificate November 28, 29 and 30,
C.
Oliver Wellington, Boston, addressed
1927, at the Maryland Institute, Baltimore.
the Hartford, Connecticut, chapter of the
National Association of Cost Accountants,
New Jersey
September 20th, on “The significance of
The C. P. A. examinations of New Jersey balance-sheet analysis.” Mr. Wellington
were held at the state house assembly is one of a group of professional research
chamber, Trenton, on November 9th and consultants cooperating with the New Eng
land Council.
10th.
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NEWS OF LOCAL SOCIETIES
California State Society of Certified
Public Accountants
The names of the officers for the current
year, elected at the annual meeting of the
California State Society of Certified Public
Accountants, held September 21st, were an
nounced in the last issue of the Bulletin.
A resolution was adopted at the meeting
upon the resignation of John F. Forbes as
secretary-treasurer of the society. The text
of the resolution is as follows:
“Whereas Mr. John F. Forbes has devoted
to the society many years of efficient and construc
tive work as secretary-treasurer, regardless of the
time and effort required,
“N ow T herefore B e I t R esolved that the
members of this society express to Mr. Forbes
their regret at his withdrawal from office and their
sincere appreciation of his past services, and be it
“F urther R esolved that the secretary-trea
surer of the society be and he is hereby in
structed to forward to Mr. Forbes a copy of this
resolution.”

The president's report, delivered at the
meeting, outlined the activities of the pre
ceding year, emphasizing the defeat of pro
posed undesirable legislation which was
strongly opposed by the society.
The present membership of the society
numbers 329.

Indiana Association of Certified Public
Accountants
The public affairs committee of the Indi
ana Association of Certified Public Account
ants has published its first letter-bulletin of
the present year on the subject of the natural
business year. Two studies made by the
committee were published during 1926, and
the present plans call for the issuance of a
pamphlet once a month during the winter
of 1927-1928, a total of six bulletins. The
five issues succeeding the present one will be
on the following subjects: depreciation, in
ventories, information desired by bankers,
income tax and receivables.
In the bulletin on the natural business
year, it is said that although most busi
nesses have been led to adopt a calendar
year as a basis for their accounting periods,
yet in most instances the end of the calendar
year finds them with low cash and receiv
ables, and high inventories and liabilities.
Income taxation seems to be responsible for

the adoption of the calendar year in many
cases, according to the bulletin, although
the natural tendency is to take stock an
nually at a time when the business natu
rally slows down. Most businesses, it is
said, have a natural period of conclusion
each year toward which operations of the
preceding twelve months seem to have been
directed. At that time the true results of
the year can best be determined. This is
the ideal time for the preparation of sales,
production and advertising budgets. The
bulletin indicates the dates on which certain
industries can best conclude the fiscal year.
It is stated that the interest of the asso
ciation in publishing the bulletin is pri
marily to help in the better conduct of
business affairs.

Massachusetts Society of Certified
Public Accountants
A meeting of the Massachusetts Society
of Certified Public Accountants was held
October 24th, at the chamber of commerce
building, Boston.
R. W. Bowdoin, executive head of the
research committee of the New England
Council, discussed the work of that organi
zation. The New England Council is the
administrative group of the New England
Conference, an organization of New England
industries which meets annually. Invita
tions have been extended to more than 800
agricultural, commercial and industrial or
ganizations to send delegates to this year’s
meeting at Springfield, November 17th and
18th.
The Massachusetts society voted unani
mously to cooperate with the New Eng
land Council and to have three delegates
appointed to it.
E. Grosvenor Plowman, of the United
States department of commerce, was a guest
at the meeting. Mr. Plowman was general
organizer for management week in Boston.
Charles F. Rittenhouse, vice-president of
the society, presided at the meeting.
Michigan Association of Certified
Public Accountants
At a meeting of the new board of directors
of the Michigan Association of Certified
Public Accountants, held October 6th, the
following officers were elected for the en12
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suing year: President, Richard FitzGerald;
vice-president, William H. Van Tifflin; sec
retary, C. Earle Neff, and treasurer, Cres
cent A. Parker.

Public Accountants was held October 25th
at the Waldorf-Astoria hotel, New York.
Joseph J. Klein, president of the society,
presided.
The business session, which commenced at
Missouri Society of Certified Public 3.30 p.m., included routine affairs and a
report of a special legislation survey com
Accountants
mittee,
which is printed elsewhere in this
KANSAS CITY CHAPTER
Bulletin. This report caused an extended
A regular monthly meeting of the Kansas discussion on the legislative situation in
City chapter of the Missouri Society of Cer New York.
tified Public Accountants was held Novem
The evening meeting was called to order
ber 7th. The programme provided for a at 8 p.m. The subject for discussion was
discussion of industrial and financial investi “The relationship between the certified
gations with emphasis on the following public accountant and the lawyer.” James
points: the investigative function of ac M. Rosenberg, an attorney and a specialist
counting, conditions that lead to financing in reorganizations, discussed the comple
and refinancing, the purpose and broad ele mentary functions of accountants and law
ments of an investigation, the balance-sheet, yers in the kind of work with which he was
operating analysis, tax phases, and trends most familiar.
of modem accountancy with particular
Alexander W. Gregg, formerly chief coun
reference to this type of work.
sel
of the bureau of internal revenue, spoke
The programme was under the direction
on
the
subject from the point of view of tax
of Paul D. Williams.
practice. John T. Madden, dean of the
school of commerce of New York University,
Society of Certified Public Accountants spoke on “The philosophy of the relations
of the State of New Jersey
of the accountant to jurisprudence.” Ken
A regular monthly meeting of the Society neth McEwen, counsel of the New York
of Certified Public Accountants of the State State Society, spoke on the relationship of
of New Jersey was held October 31st, at the the accountant and lawyer in general prac
Elks’ club, Newark. Maurice E. Peloubet, tice. The relations of the two professions
in surrogate practice were discussed by
president of the society, presided.
A technical discussion of “Fixed assets, Harold D. Greeley.
appreciation and depreciation,” was led by
An exhibit of modern accounting ma
Charles E. Mather. In his address, Mr. chinery was arranged by Charles J. Maxcy,
Mather quoted from a paper prepared by chairman of the special technical committee
his father more than forty years ago, show on accounting machinery. Demonstrators
ing that many of the problems related to were present at the exhibit from 11 a.m.
fixed assets are the same today as they were to 6 p.m.
then and that the methods of solving them
The New York society has recently issued
have not changed basically.
its 1927 year-book which, as usual, contains
This discussion, in which many of the a list of members, officers, committees, etc.
members participated, is the beginning of a The report of the president is included and
programme planned by the educational and it summarizes the activities of the society
programme committees of the society, which during the past year. The total member
are arranging subjects and obtaining speak ship is given as 893. Special mention is
ers for similar discussions at future monthly made in the report of the preparation of a
meetings. All persons interested in ac historical survey which was distributed at
countancy are invited to attend these the time of the thirtieth anniversary ban
meetings.
quet last spring. The plan of the society of
issuing monographs prepared by technical
New York State Society of Certified committees also receives notice in the report.
Public Accountants
An employment information service which
The fifth all-day and evening conference has been suggested as an activity of the
of the New York State Society of Certified society is mentioned.
13
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North Carolina Association of Certified
Public Accountants
At the eighth annual meeting of the North
Carolina Association of Certified Public
Accountants, on October 14th and 15th at
Greensboro, the following officers were
elected: President, George E. Wood; vicepresident, Kenyon W. Parham, and secre
tary-treasurer, George H. Emery. The
three officers with the following members
constitute the board of directors: J. B.
McCabe, W. H. Zimmerman, George H.
Terry and O. N. Hutchinson.
The principal speakers at the banquet
were H. J. Hobgood, attorney, and Clar
ence O. Kuester, secretary of the Charlotte
chamber of commerce.
At the business session on the first day of
the meeting revision of the constitution and
by-laws of the association was discussed.
The membership now comprises 63 fellows,
6 associates and 4 honorary members.

drafting of an entirely new act covering the
income tax, Mr. Herde said, separate from
all other features of revenue legislation, to
be arranged in such a manner as to be under
stood easily by the taxpayer. Such an act
would clarify the taxpayer’s primary obliga
tions and the principal questions which
might trouble him, such as rate of tax, on
what income payment must be made, ex
emptions, when and where return should be
filed, what statements it must contain and
how and when tax must be paid. Nineteen
specific recommendations regarding simpli
fication of income tax were included in the
report of the committee.
There was a general sentiment at the
meeting of the Pittsburgh chapter that the
recommendations of the tax conference
might have been different if a larger number
of professional public accountants had been
in attendance. The hope was expressed
that at future conferences there would be
greater participation by public accountants.

Pennsylvania Institute of Certified
Public Accountants
PITTSBURGH CHAPTER
A meeting of the Pittsburgh chapter of
the Pennsylvania Institute of Certified Pub
lic Accountants was held at the Roosevelt
hotel, Pittsburgh, October 26th. George F.
Herde, who represented the Pennsylvania
Institute of Certified Public Accountants
at the twentieth annual conference of the
National Tax Association at Toronto,
October 10th to 14th, spoke at the chapter
meeting on the proceedings of the confer
ence. Simplification of the federal incometax law was one of the most important
points in his discussion. The committee
on simplification of income tax of the
National Tax Association recommended the

South Carolina Association of Certified
Public Accountants
The South Carolina Association of Cer
tified Public Accountants held its annual
meeting at Columbia, South Carolina,
October 18th. The following officers were
elected: President, N. E. Derrick; vicepresident, W. F. Muckenfuss, and secretarytreasurer, J. Hall.
The afternoon was devoted to a business
session. At a banquet in the evening ad
dresses were delivered by D. W. Springer
and W. R. Bradley.
Consideration was given to the advisa
bility of holding local meetings in the differ
ent cities of the state either once or twice a
month, and it was decided to give such a
plan a trial during the coming year.

REVIEWS
for presentation to the committee on finance of
the United States senate, the committee on ways
and means of the house of representatives and the
joint committee on internal-revenue taxation. The
speaker showed the differences between the present
revenue law and the one proposed in this report.
Thirteen distinct conditions were included in the.
report and the meaning of each one was discussed.
It was contended, the speaker said, that profit
on the sale of realty should be considered as a
capital gain regardless of the length of time the
property has been held, where it has been acquired

CHARLES
C.
POTTER—“CHANGES IN
REVENUE LAWS AS SUGGESTED BY THE
NATIONAL ASSOCIATION OF REAL-ESTATE
BOARDS”

An address delivered before the Orlando
Realty Board, Orlando, Florida, October 24,
1927.
The speaker analyzed a report prepared by the
National Association of Real-estate Boards, on
legislative changes for the betterment of the realtor,
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as an investment in fact, whether by an ordinary
investor or broker or operator; and in any event
it should be held to be a capital gain where the
property has been held by the taxpayer, regardless
of his business or the purpose for which it was
acquired.
The speaker said that in the report it is argued
that the principle permitting a claim in abatement
suspending payment pending determination of the
actual tax should be re-established, except in cases
of jeopardy assessments.
Commissions paid for obtaining a long-term
lease should be considered as expenses deductible
after the year in which they become a definite
liability, it was said.
The contention was made that corporations
owning cooperative apartments should be exempt
from corporation income-tax returns, as in the case
of mutual corporations for insurance, etc.
The statute should contain an explicit definition
of the term “fair market value” as applied to de
ferred-payment sales not on the instalment plan,
said the speaker.
Other matters contained in the complete report
dealt with depreciation, double taxation, instalment
sales, lot basis in subdivisions, syndicates and
trusts, taxation of real-estate boards, corporation
liquidation in kind and residential property.

tively easy, but at present excessive competition,
high taxes and drastic laws have made it one of
the class of hazardous enterprises.
He said that the hotel proprietor is bound by
stringent laws regarding his premises, power plant,
elevators, linen, food, safety of guests’ property, hy
giene of employees, corporate activities, etc. Defi
nite legal regulation covers nearly every operation in
his business and severe punishment is the penalty
for missteps on his part, the speaker said.
Strenuous competition is frequent in the hotel
business and the nature of the plant makes it im
possible for a proprietor to move to another dis
trict. The speaker said that there was an almost
universal misconception of the profits which may
be made from hotel operation, usually due to the
ignorance of the tremendous overhead with which
the hotel business is burdened. Promoters, he
said, have prepared estimates for the erection of
new hotels that were not only insufficient to cover
the actual cost of building but indicated an amount
of profit from operations that was impossible to
obtain in any circumstances. Consequently, huge
investments in hotels have been made under condi
tions which will result in no profit and often in
large losses. This situation is true in many parts
of the country besides New York.
The unfavorable situation of the hotel industry
has been aggravated this year by generally quiet
business conditions which have tended to reduce
traveling by the public at large, as well as by re
stricted traveling of buyers due to the fact that
out-of-town commercial houses are making their
purchases through local buyers. The speaker
mentioned the uniform system of accounts for
hotels which was adopted by the hotel association
of New York recently and he said that the Hotel
Accountants Association has been designated by
proprietors to collect information on the uniform
system of accounts which will be available to back
ers, prospective buyers and others interested, as
well as to proprietors. The Hotel Accountants
Association will soon issue a questionnaire to pro
prietors asking for figures and percentages as a
preliminary step in taking stock of the current
financial condition of the industry.

RICHARD H. BROWNE—“CONDITIONS IN
THE HOTEL INDUSTRY”

An address delivered at a dinner of the
Hotel Accountants Association, New York,
October 21, 1927.
The speaker called attention to the recently
published increases in assessed valuations of hotels,
which, he said, naturally will be followed by in
creased taxes. He inferred that taxation of hotels
in New York was in danger of becoming confisca
tory and that combined effort on the part of hotel
men may be necessary to avoid being taxed out of
business.
A decade ago, said the speaker, the hotel business
was a profitable one and its operation was compara

HERE AND THERE
Anchin, Block & Anchin announce the practice of accountancy at 55 west 42nd
removal of their offices to 285 Madison street, New York.
avenue, New York.
John Gordon announces that he has
Boka & Eiswirth, Saint Louis, Missouri, formed a partnership with Meyer Epstein
announce the removal of their offices from under the firm name of John Gordon & Co.
suite 455 to suite 802-803, Planters building. with offices at 271 Madison avenue, New
York.
Sidney S. Bourgeois, Jr., announces the
removal of his offices to 1518-19 New Canal
T. P. Hill, Vancouver, Canada, announces
Bank building, New Orleans, Louisiana.
the opening of an office as a chartered ac
countant in the Rogers building.
Robert O. Delin and Frederick R. Coyle
announce the dissolution of the firm of
Hurdman & Cranstoun announce that
Delin & Coyle. Each will continue the they have made arrangements for represen
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tation in Los Angeles by Macleod, Mac
farlane & Co.. I. N. Van Nuys building, and
that they will represent the latter firm in
New York.

clubs of Georgia on “Building good citizen
ship.” Mr. Hunter is a committee member
of the Atlanta Air Board.
Wayne Kendrick, Washington, D. C., is
serving on the budget and audit committee
of the Washington Rotary dub, on the
house committee of the Washington City
club, on the educational committee of the
Y. M. C. A., on the finance committee of
the Washington board of trade and as a
member of the committee managing the
boys’ club drive in his city.

Harry B. Mills announces his association
with Barrow, Wade, Guthrie & Co., 226
A. G. Bartlett building, Los Angeles.
Naramore, Niles & Co. and J. E. Graef
& Co. announce the consolidation of the
practices of both firms under the name of
Naramore, Niles & Co., with Joseph E.
Graef as resident partner in the office at
271 Madison avenue, New York.

On October 5th Caddie H. Kinard, El
Dorado, Arkansas, spoke on “The C. P. A.
and his duties,” before the Business and
Professional Women’s dub of his city.

Announcement has been made of the
merger of the firm of Seath, Mitchell & Ross
with Lunsford, Barnes & Co. Offices will
be maintained at 1003 Pioneer Trust build
ing, Kansas City; 708 Kennedy building,
Tulsa; 305 Wheeler-Kelly-Hagny building,
Wichita, and 42 Broadway, New York.

A. J. Lynn, Louisville, Kentucky, spoke
on “Some standards in teaching commercial
subjects,” at a meeting of the Southwestern
Indiana Traders Association held at Evans
ville, Indiana, October 21st.

Touche, Niven & Co. announce the open
ing of an office at 1509 Book building,
Detroit, Michigan.

John T. Madden, New York, spoke on
“Some modern problems in distribution,”
at a meeting of the Eastern Supply Associa
tion at the Hotel Astor, New York. On
October 19th Mr. Madden addressed the
Canadian dub of the city of New York on
“Costs and management,” and on the same
day he spoke at a meeting of the New York
section of National Purchasing Agents at
the Builders Exchange dub on “The measure
of efficiency of the purchasing agent.” Mr.
Madden has recently been appointed di
rector of the Institute of International
Finance.

The following paragraphs report publicservice activities of members and associates
of the Institute:
Albert T. Bacon, Chicago, spoke at a
meeting of the Illinois Manufacturers’ Cost
Association held at St. Louis, Missouri,
October 21st, on “Can a cost system afford
information at a price you can afford to
pay?”
Victor G. Gillingham, Houston, Texas,
addressed a meeting of the Houston Realestate Board, October 11th, on “Instalment
sales from the federal tax standpoint.”

P. W. Pinkerton, Chicago, addressed
students of the Central College of Commerce
of that city, October 29th, on “The kick.”
Mr. Pinkerton has recently been elected
treasurer of the executives’ club of Chicago.

John J. Helmus, New York, spoke on
“Accounting problems relating to trading in
and conversion of precious metals” at a
meeting of the New York Society of Ac
countants at the Hotel McAlpin, October
11th.

Andrew Stewart, New York, has been
appointed chairman of the accountants’
group for the eleventh annual roll call of the
American Red Cross.

Joel Hunter, Atlanta, spoke on October
11th before the Personnel Association of his
city on “What industry can expect from the
public high-school graduate” and on October
19th he addressed the convention of Civitan

Walter C. Wright, Los Angeles, has been
appointed chairman of the membership
committee of the chapter of the National
Association of Cost Accountants in his city.
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International Congress of
Accountants, 1929
A committee of the American Institute
of Accountants to make arrangements for
an international congress of accountants,
to be held in the United States in 1929,
has been appointed of the executive com
mittee of the Institute in accordance with
instructions of the council. The personnel
of the committee is as follows:

SERIES B, No. 44

sity Instructors in Accounting. Other organ
izations which have been invited have signi
fied their intention of appointing committees
in the near future. All cooperating com
mittees have been invited to meet with the
Institute’s committee on December 30th.

Bureau for Placements to Be SelfSupporting
The special committee for placements of
the American Institute of Accountants has
F. H . Hurdman, New York, chairman
decided that after January 1, 1928, a charge
George Armistead, Texas
of $50 will be made to accounting firms for
Arthur H. Carter, New York
A. S. Fedde, New York
each applicant who is employed through the
Lewis G. Fisher, Rhode Island
bureau for placements. The bureau, which
Edward E. Gore, Illinois
has been in operation for 20 months, shows
James Hall, New York
an excellent record of achievement, having
Elmer L. Hatter, Maryland
placed 66 college graduates with 31 account
W. P. Hilton, Virginia
James S. Matteson, Minnesota
ing firms.
James M. McConahey, Washington
Until this time the bureau has been
R. H. Montgomery, New York
supported by voluntary subscriptions from
Carl H. Nau, Ohio
firms which have obtained men through it
A. P. Richardson, New Jersey
John R. Ruckstell, California
or have been interested in its work as an
J. E. Sterrett, New York
advantage to the profession generally.
Arthur W. Teele, New York
Some of these contributions have been most
E. H. Wagner, Missouri
generous, often being proportionately far
C. O. Wellington, Massachusetts
Charles E. Wermuth, Louisiana
in excess of the direct benefits the firms
George Wilkinson, Pennsylvania
have derived from the bureau’s services.
William H. West, New York
It is felt that the bureau’s work is one of
The committee will hold its first meeting real value. I t undertakes to interest college
at the Chamber of Commerce of the United students of the highest type in accountancy
States of America, Washington, D. C., on as a career, through distribution of literature,
Friday, December 30th. Other accountancy by personal contact with professors and
organizations have been invited to appoint students and by correspondence. Relations
committees to cooperate with the Institute’s are at present maintained with 141 colleges
committee and such committees have been and universities in all parts of the country.
appointed by several state societies, by the The record of each applicant to the bureau
National Association of Cost Accountants is subjected to rigorous examination, and
and by the American Association of Univer no applicant is sent to an accounting firm
Published Monthly by The Journal of Accountancy, Incorporated
Copyright 1927 by The Journal of Accountancy, Incorporated
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unless his scholastic accomplishments, per operation with accountants which would
sonality and general ability appear to con meet with a similar committee of the
form with the standard believed necessary Institute chapter in the near future.
for success in accountancy. It is thought,
therefore, that the bureau’s process of
American Association of University
selection is sufficiently helpful to warrant
Instructors in Accounting
a contribution to its expenses by each firm
The
twelfth annual meeting of the
which employs an applicant.
American Association of University In
Bankers Suggest Revision of Federal structors in Accounting will be held at
Reserve Pamphlet
Washington, D. C., December 28th and
At the annual meeting of the Robert 29th. Headquarters will be at the Raleigh
Morris Associates, at Wernersville, Pennsyl hotel. The session of the morning of the
vania, October 4th, the following resolution 29th will be held in conjunction with the
American Association of Collegiate Schools
was introduced and unanimously adopted:
of Business.
“There is constantly brought home to the Robert
The complete programme of the ac
Morris Associates the very real service performed
by the federal reserve board for accountants, busi countancy instructors’ meeting is as follows:
ness men and bankers in the publication several
years ago of the pamphlet, Approved Methods for
the Preparation of Balance-sheet Statements. It
has helped to standardize accounting methods, given
business an accurate view of its own operation and
enabled it to present the facts in a more intelligent
manner to its bankers. There have been many
changes in business practices since the first issue and
we believe that the good work already done would
be augmented by adequate revision in the light of
present-day knowledge. We believe also that in
any such revision the American Institute of Ac
countants should have an important part. It
is therefore resolved that the federal reserve board
be urged to revise this pamphlet and to consult
with the American Institute of Accountants to
effect the most efficient result.”

Programme
Wednesday, December 28, 1927

Morning session, 9 a.m. Oak Room
Classification of accounting services, John R.
Wildman
Some problems of property accounting, David
Himmelblau, Northwestern University
The limitations of financial and operating ratios,
William A. Paton, University of Michigan
Section 220—should corporations worry? James
L. Dohr, Columbia University
The next decade in accounting, S. G. Winter,
University of Iowa
Afternoon session, 2 p.m. Oak Room
General topic: The income-tax law.
G. H. Newlove, Johns Hopkins University,
presiding.
Administrative aspects, C. B. Allen, deputy
commissioner
Collection aspects, H. F. Mires, deputy com
missioner
Legal aspects, A. R. Marrs, member special
advisory committee
Accounting aspects, J. K. Moyer, chairman,
special advisory committee
Statistical aspects, Edward White, chief, sta
tistical section
Engineering aspects, John A. Grimes, valuation
engineer
Pedagogical aspects, J. W. Beers, chief, train
ing section
Evening session: annual banquet, 7 p.m. Oak
Room
Some recreations of an accountant, Henry
Rand Hatfield, University of California
Reports of committees
General business session

American Institute of Accountants
NORTHERN OHIO CHAPTER
A special meeting of the members of the
Northern Ohio chapter of the American
Institute of Accountants was held November
30th, at Cleveland, Ohio. The chapter was
the guest of the Cleveland chapter of the
Robert Morris Associates. Twenty-eight
persons were present. William B. Camp
bell, chairman of the committee on co
operation with bankers of the American
Institute of Accountants, was the principal
speaker of the evening. He spoke at length
of the work of the American Institute
committee in cooperating with the Robert
Morris Associates and his address was
followed by extended discussion. Mr.
Campbell’s paper will appear in The Journal
of Accountancy for January, 1928.
Announcement was made during the
meeting that the Robert Morris Associates
had appointed a local committee on co

Thursday, December 29, 1927

Morning session: Joint session with American
Association of Collegiate Schools of Business,
11 a.m. Harrington hotel ball room
Discussion on general topic: The place of ac
counting in the commerce curriculum. Led
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by W. R. Gray, Dartmouth College, John
T. Madden, New York University, and
R. A. Stevenson, University of Minnesota.

statute followed by the specialized provisions which
concern only a limited number of taxpayers.
2. Segregating under one heading all provisions
appertaining to a particular topic (as, for example,
provisions regarding interest on under-payments
now scattered through the statute).
3. The elimination as far as possible of cross
references in the body of the statute.
4. Segregation and codification of the adminis
trative sections of the statute.
5. In general, simplification of the language and
phraseology of the statute.

Afternoon session, 2 p.m. Oak Room, Raleigh
hotel
Accounting education, B. P. Moxey, Jr., Uni
versity of Pennsylvania
Coordination of the business administration
curriculum through controllership, C. F.
Lay, University of Texas
The effect of the high-school commercial cur
riculum on university accounting courses,
A. L. Prickett, Indiana University
The place of accounting in the college curricu
lum, W. J. Goggin, Boston University
Election of officers

Release of federal liens

That provision should be made whereby federal
tax liens may be released by the filing of a bond
or other satisfactory means of protecting the
government’s interest.

The present officers of the association are:
President, W. S. Krebs, Washington Bankers' acceptances
The present provision of the statute exempting
University; vice-presidents, J. Hugh Jack
son, Stanford University, David Himmel from taxation interest accruing to non-resident
or foreign corporations on bank deposits
blau, Northwestern University, and A. H. aliens
should be extended to include gain or income arising
Rosenkampff, New York University; secre- from the purchase and sale of bankers’ acceptances
tary-treasurer, Howard C. Greer, Ohio and other short-time commercial paper in this coun
try.
State University.
Interest provisions

National Chamber Proposes Tax
Changes
A memorandum of conclusions of the
committee on taxation of the United States
Chamber of Commerce with respect to
administrative changes in the federal tax
laws was presented before the ways and
means committee of congress on November
1, 1927, by Edward E. Gore, who is a
member of the chamber’s taxation com
mittee. The changes recommended by the
Chamber of Commerce of the United States
do not represent all the changes which it
believes necessary or desirable, but represent
such changes as it felt might reasonably
be expected from the work of the present
session of congress. The chamber expects
to make further representations to congress
with respect to the administrative phases of
the revenue law when the comprehensive
revision of that act, expected to be effected
in 1929, is under way.
The text of the memorandum submitted
last month is as follows:

That provision should be made whereby interest
on refunds to the taxpayer will be computed and
paid to the date of the payment of the refund.
Closing tax cases

That provision should be made whereby tax
cases are automatically and finally closed at the
expiration of one year after the time of filing the
returns, unless within this time the taxpayer is
notified that his report as filed is held for further
examination.
Statutory time limit

The present statutory period of limitation of three
years on tax cases should be shortened to two years.
Corporations supervised by the interstate commerce
commission

Corporations whose accounting systems are pre
scribed by the interstate commerce commission
should be allowed to compute their income for
federal tax purposes on the basis of this prescribed
system of accounting.
International double taxation

By statutory provisions the proper federal au
thorities should be authorized to negotiate con
ventions on a reciprocal basis with foreign coun
tries designed to relieve multiple taxation resulting
from international transactions which may be
subject to the taxing jurisdiction of two or more
countries.

COMMITTEE ON FEDERAL TAXATION

Draft of conclusions

Donations by corporations

Simplification of form of statute

Under reasonable restrictions corporations and
The committee believes that the present revenue
partnerships should be given permission, similar
act can be materially clarified and simplified by
to the permission now given to individuals, to
1.
A rearrangement of the sections of the statute,
placing those of interest to the great majority of deduct contributions to public, charitable, educa
taxpayers in juxtaposition in the first part of the tional or philanthropic enterprises.
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2. That the work of the bureau be still further
decentralized.
3. That all employees engaged in the application
of the tax laws be placed in the classified civil
service, the interests of those employees not now
in the classified service being given due considera
tion and protection.
4. Salaries, promotion and organization of work
within the bureau should be such as to place em
ployment therein on a career or professional basis.
5. New employees should be recruited from a
class possessing high general qualifications who
would be capable of filling the higher positions after
experience and training in the bureau.

Real estate

The peculiar questions arising in the real-estate
business should be adequately recognized and
provision made for the equitable taxation of income
from cooperative apartments, profits arising from
subdivision sales and from the deferred sales of real
estate not on the instalment plan, as well as those
arising from instalment sales.
Earned income

1. That the credit for earned income should be
applicable to all such income irrespective of the
amount.
2. That the present method of computing the
credit for earned income should be simplified.

State Legislation for Accountancy
Following is the text of remarks by Lewis
G. Fisher, chairman of the committee on
state legislation of the American Institute
of Accountants, at a meeting of the Society
of Certified Public Accountants of the State
of New Jersey, held at Newark, November
29, 1927:

Commission to close up delayed cases

That a special commission be created with ample
power and facilities to expedite the final determina
tion of intricate and delayed tax cases now pending
in the bureau of internal revenue.
(N ote: In the argument it can be brought out
that this commission might be organized within the
bureau from the personnel of the bureau. If,
however, it is not deemed advisable to organize the
commission from within the bureau, or if a com
mission is thus organized and proves ineffective,
then the commission should be made up of members
appointed from without the bureau.)

In attempting to present the views of the Ameri
can Institute of Accountants in regard to state
legislation, I find it somewhat difficult to distinguish
between my own opinions and those views which
have received the approval of the Institute. I
Claims against transferred assets
If this section is to be retained, the committee shall, however, attempt to avoid giving expression
of those views which have definitely been disap
recommends that:
1. In the absence of fraud, the tax liability of a proved by the Institute.
The preparation of a model C. P. A. bill was for
“transferee,” under section 280 of the revenue
act, should be limited to that proportion of the some years the subject of no little investigation and
total tax which corresponds to the transferee’s research by the Institute committee on state
share of, or interest in, the total property of the legislation, with a view to getting as far as possible a
consensus of opinion of the accountants in the
taxpayer.
2. The burden of proof should rest upon the various states on this subject. Upon receiving my
government, including proof of the amount of tax, appointment as a member of this committee, I
found that the chairman of the previous committee
and the liability of the “transferee.”
had collected a large amount of data bearing on this
Basis of gain or loss on sales by executors (section 219)
subject, which he had condensed and submitted to
While the federal estate tax is in effect, the basis the council in his report of the work of his committee.
for the computation of gain or loss in case of the The committee, of which I was a member, then
sale of property of an estate should be the fair mar undertook to prepare from this data a bill which
ket value of the property as at the time of the might be passed upon by the Institute, and if
approved, become available as a model for the
decedent’s death.
preparation of C. P. A. legislation in the various
Instalment selling
states. In preparing this bill the committee made
1. That legislation should be adopted which use of the opinions expressed by various accountants
will validate all returns of profits arising from throughout the United States, and also of provisions
instalment selling which were made in accordance appearing in laws of recent date passed in various
with regulations existing at the time such returns states. The bill was prepared and submitted to the
were made.
council by the committee on state legislation, and
2. That in the case of instalment dealers chang at its suggestion was referred to the Institute’s
ing from the accrual to the instalment method of counsel, Judge Covington, for his approval. It was
accounting, congress should provide an equitable very carefully reviewed by Judge Covington; in
method of changing from the old to the new basis of fact, was practically rewritten by him, using
computing taxable income.
the provisions of the bill as drawn by the com
mittee, but rearranging and submitting it in its
Evasion of surtaxes by incorporation
That in view of its ambiguity, the difficulties in present form. One exception, however, may be
volved in its administration, its ineffectiveness and noted to the above statement. The bill as prepared
its doubtful constitutionality, section 220 of the by the committee and also Judge Covington’s re
vision of it, included the so-called restrictive clause
statute should be repealed.
and also the waiver clause which must necessarily
Bureau of internal revenue
follow the adoption of restrictive legislation.
1.
That the offices of the collectors of internal Some time prior to the discussion of this bill, the
Institute had gone on record as approving the
revenue and those of revenue agents be combined.
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principle of restrictive legislation, provided that
such legislation be accompanied by broad reciprocal
provisions. At the suggestion of the committee on
state legislation the Institute had some time pre
viously asked Judge Covington for his opinion in
regard to the constitutionality of restrictive legisla
tion. In a very exhaustive opinion, published at
the time in the Institute Bulletin, which no doubt
came to the attention of many of you, Judge Coving
ton stated that in his opinion a restrictive clause
could be so drawn that its constitutionality would
be upheld in the federal courts, and also in the state
courts, with the possible exception of some few
states in which constitutional peculiarities might
be found which could not be complied with.
Subsequent to that date the issue of constitu
tionality of the restrictive clause had been raised
in several states, and the state courts apparently
inclined to the view that restrictive legislation was
unconstitutional. It is doubtful if in any case the
issue has been fairly met, but in view of the doubt
existing as to the constitutionality of this particular
provision the council deemed it unwise to include it
in the model bill and the draft was re-submitted to
the committee on state legislation for revision,
eliminating this clause with its accompanying waiver
clause. The bill when so revised was re-submitted
to the council and received the approval of the
Institute in December, 1926.
Perhaps the views of the Institute on this subject
may be best submitted by a brief discussion of the
provisions of this model bill:
Section 1. This section merely indicates a name
by which the act may be known.
Section 2 defines the terms “public accountant”
and “C. P. A.” It is possible that no definition
of these terms will ever be wholly satisfactory until
the question is passed upon as the result of some
judicial proceeding.
Section 3 provides for the creation of a state
board of accountancy and for the appointment of its
members.
Section 4 provides for the issue of certificates of
certified public accountant to those who may
successfully pass the examination of the state
board and the qualifications required of candidates.
Section 5 provides for the manner of conducting
examinations.
Section 6 provides for the issue of certificates to
those already holding certificates issued under
previous state laws and for the issue of reciprocal
certificates.
Section 7 provides for the suspension or revocation
of certificates issued by the board.
Section 8 fixes the fees which may be charged
by the board and the powers of the board in the
disposition of the funds collected.
Section 9 provides penalties for the illegal use of
the title “certified public accountant” or the
abbreviation “C. P. A.”
Section 10 provides penalties for making any false
or misleading statement in writing by any person
acting in the capacity of an accountant.
Section 11 provides for the employment by cer
tified public accountants of non-certified persons.
Section 12 provides that all memoranda, state
ments or schedules commonly referred to as work
ing papers shall be and remain the property of the
accountant. This section is comparatively new

and appears in but very few of the existing state
laws. A recent decision of the Massachusetts
supreme court in the case of Ipswich M ills v. Dillon
on an appeal taken at the instance of and conducted
by the Institute, fully and clearly upholds the
claim of this provision. This decision also estab
lishes the status of the public accountant as an
independent contractor, rather than as a servant of
the client.
Section 13 extends privileged communication to
the public accountant. This provision also exists
in only a very few of the existing state laws.
Section 14 merely protects the main body of law
in the event that any one section may be held in
valid.
Section 15 and 16 should be drawn in accordance
with the statutes and practice of the state in which
the law is proposed.
One feature of this bill which will be noted and
which in my opinion is a rather important one, is
its brevity. The bill as originally drafted contained
a rather considerable number of rules governing the
conduct of the state board. In redrafting it Judge
Covington wisely, I think, eliminated nearly all
of them on the ground that it was unwise to hamper
the action of the board by detailed rules, and fur
ther that the more provisions of this character
appeared in the bill, the easier would it be to attack
the conduct and decisions of the board. Bills re
cently passed in several of the states are, in my
opinion, open to this objection on the score of ver
bosity. The bill as drawn in what may be called
“short form” is in every way superior to those con
taining far more phraseology.
The action of the committee on state legislation
in preparing this bill, as in its other acts, can be only
advisory. In any state where it may be used as a
guide in the preparation of proposed legislation the
bill should be very carefully drawn or at least re
viewed by a lawyer, competent to pass judgment
upon it in the light of the state constitution, statutes
and judicial procedure, in order that there may be
no conflict with existing constitutional and statutory
provisions.
The so-called restrictive clause is of perhaps out
standing interest in the minds of practising ac
countants throughout the United States. As here
tofore stated the Institute has given its approval
to the principle of restrictive legislation when
coupled with broad reciprocal provisions, and its
counsel has given his opinion that such legislation
may be so framed that it will be upheld in both the
state and federal courts. Nevertheless there is
grave doubt in the minds of a great many account
ants as to the constitutionality of this provision,
and because of that doubt the council when dis
cussing this model bill felt that it would be unwise
to include this clause until such time as its con
stitutionality may be more definitely passed upon
by the courts. There is also, I think, grave doubt
in the minds of many practising accountants as to
the wisdom of such legislation regardless of its
constitutionality. That question must of course
be considered and passed upon by the accountants
in the state in which new or amended legislation
is under consideration. Those of you who have
read Judge Covington’s opinion on this question
may have noticed that the restriction applied, not
to the practice of public accounting or the doing of
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accounting work for more than one client, but rather
to the use of the title “public accountant” or “cer
tified public accountant” in any manner whatsoever.
In other words under that provision of law no per
son might use either title on reports, stationery,
signs or advertising matter, or in any other way.
This opinion, should it be upheld by the courts,
would perhaps be somewhat disappointing to many
practising accountants. In my own state the prac
tising accountant is somewhat annoyed by the more
or less glorified bookkeeper who finds the time or
opportunity to practise what he calls public ac
counting on Saturday afternoons, Sundays and
other odd times, thereby doing and making a market
for certain kinds of work which the public account
ant feels should and perhaps otherwise would come
to his office. In my opinion this practice can never
be stopped by legislation, but I doubt if it will
ever become a really serious factor in the practice
of most of us.
Those of you who have read Col. Montgomery’s
address before the International Congress of Ac
countants, a year ago last summer, may have
gathered the impression that he considered C. P. A.
legislation as wholly unnecessary. If that was the
thought which he intended to convey I am not in
sympathy with it. I am, however, in sympathy
with the statements made in that address to the
effect that C. P. A. legislation heretofore enacted
has been based too largely upon the theory of pro
tection to the public accountant. Even though
that statement may not be literally true, there is
no doubt in my mind that it is the opinion of most
of the legislators called upon to consider C. P. A.
legislation, and of the public generally. I believe
Col. Montgomery is correct in his statement that
there is no urgent demand for protection coming
from the business public. If the need for such
protection does in fact exist, the business man ap
parently fails to realize it. My conclusion after
several years’ consideration of the subject in the
work of the committee on state legislation is that
there is a need for protection to the business public,
in spite of the fact that the public so far is unaware
of it, but that the demand for such protection
should come from the business public rather than
from the accounting profession. Accountants may,
I think, be properly expected to cooperate with
business men and bankers in making that need
apparent and in devising and applying a remedy.
The best protection of the accountant and perhaps
the only effective one will be found in the character
of the work which he does and the reputation which
he is able to build up in his community.

Annual Meeting of Accountants
Club of America
The Accountants Club of America held
its first annual meeting, November 21st,
at the Waldorf-Astoria hotel, New York.
Announcement was made of a contribu
tion of $50,000 to the dub by the firm of
Haskins & Sells, in memory of the late
Elijah W att Sells, who was the first to con
ceive the idea of a social dub for account
ants. I t was suggested by the donors that

the contribution be maintained as a capital
fund, but no restriction is imposed upon the
use to which the income may be put. A
suggestion was made that the money be
devoted to a building fund for the erection
of a clubhouse.
I t was reported that, at the conclusion of
its first year of existence, the dub had 700
members.
At the meeting the following governors
were re-elected to serve until 1930: F. G.
Colley, William O. Cutter, James F. Hughes,
Joseph J. Klein, S. D. Leidesdorf, Henry E.
Mendes, James L. Ridgway and Philip J.
Warner.
At a meeting of the board of governors,
November 28th, the following officers were
re-elected: president, Robert H. Mont
gomery; first vice-president, Arthur H.
Carter; second vice-president, F. G. Colley;
secretary, James F. Hughes; treasurer,
Samuel D. Leidesdorf.

Joint Meeting of Credit Men and
Accountants
A luncheon attended by credit men and
accountants was held at the Accountants
Club, Hotel Belmont, New York, December
1st. I t was arranged by the technical com
mittee of the New York State Society of
Certified Public Accountants, of which
David Berdon is chairman, and by the
credit men’s committee on accountants.
The purpose of the meeting was to foster
cooperation between accountants and credit
men, and the following resolution was
adopted unanimously:
“R esolved, that in so far as it is compatible with
the ethics and legal responsibilities of the account
ants’ and credit men’s professions, it is the sense of
this meeting that full encouragement be given to
cooperation between the accountant and credit
man in the interest of their mutual client and cus
tomer—the merchant.”

Accounting in Harvard Law School
A special course in accounting has been
added to the curriculum of the law school of
Harvard University. Although the course
is purely elective, giving no credit toward a
degree, about 240 law seniors have enrolled.
The introduction of an accounting course
is intended to meet the need of law students
for a knowledge of the business aspects of
legal situations. Since financial and ac
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counting phases of legal cases often are
extremely important, the new course is
designed to familiarize students with the
problems, practices and terminology of
business and accounting.
Law schools of other universities have
given courses in economics in correlation
with law subjects, but the Harvard school
felt that an accounting course might be
more satisfactory for the needs of its
students.

New York University Recognizes
Accountancy Course
A class in accountancy which numbers
about 80 students, conducted under the
auspices of the New York chapter of the
National Institute of Credit, by A. Louis
Oresman, has been recognized by the school
of commerce, accounts and finance of New
York University, and arrangements have
been made whereby students of the class
who meet the university entrance require
ments may obtain credit toward the
bachelor of commercial science degree and
the certificates in specialized fields offered
by the school. The examinations are con
ducted under university auspices.

the decision has obtained. According to the
records of the library of the American
Institute of Accountants the court’s opinion
has been quoted in full or commented upon
in 11 accountancy and business publica
tions, including leading accountancy maga
zines in England, Canada and Australia.

Public-service Reports
In the future the blank forms which have
been sent members and associates of the
Institute each month with the Bulletin,
for the purpose of reporting addresses de
livered, articles and books written and
public services performed by them, will be
distributed only in alternate months and
will cover a two-month period.
I t is hoped that members will keep the
records complete by returning the forms in
the months when they are received. No
blanks will accompany this Bulletin, but
they will be mailed with the January issue.

Accountancy in France
Following is a translation of an article
which appeared in the July, 1927, issue of
the French magazine, Revue du Droit Bancaire, emphasizing the desirability of part
1927 Management Week
nership organization of accounting firms as a
Word has been received from the national factor in bringing the profession to the high
committee on management week that the est possible plane of service. The article,
results of this year’s observance of manage which is a general discussion of the situation
ment week were gratifying. Reports show of accountancy in France, was evoked by the
that programmes were conducted in more recent passage of a law providing for the
than forty cities, and in some cases the official designation of “expert comptable”
arrangements were extremely elaborate. for accountants having prescribed quali
Attention has been drawn to the programme fications and passing certain tests. A sum
of the Miami Valley meetings, as perhaps mary of the law appeared in the Bulletin
the most complete one of the year. More of August 15, 1927.
than thirty speakers participated in the
N ew D iploma of E xpert-A ccountant
activities of that region.
A
new
has been instituted which con
The American Institute of Accountants secrates bydiploma
means of a new title a new kind of
is one of the organizations sponsoring man ability
and will permit the addition of a new de
agement week, and its representative, Cecil S. scription on certain visiting cards, death notices and
Ashdown, served as chairman of the national marriage announcements. The wisdom and sagac
ity of the ministers of public instruction and com
committee this year.
merce have been united in order to accomplish this
reform. When they have also instituted the
diploma of director of companies and the diploma
of shareholder, French companies will be model
companies. We shall never again see false inven
tories, fraudulent balance-sheets and fictitious
dividends. In the Kingdom of Industrial Shares,
as in the Republic of Montesquieu, virtue will
reign supreme.
For many years all specialists in the affairs of
companies have demanded modifications in finan-

Ipswich Mills v. Dillon
The importance of the recent opinion of
the Massachusetts supreme judicial court
on the question of ownership of account
ants’ working papers, in the case of Ipswich
M ills v. W illiam Dillon, et al., is demon
strated by the widespread publicity which
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cial control.

Every time there is a scandal,
every time a name well known in the Annuaires
Chaix et Desfossés appears before a court of law
or a parliamentary commission of inquiry indignant
voices rise in defense of the savings of the public,
voices more especially democratic are raised in de
fense of the small investor, accusations of complicity
between commissaires des comptes and prevar
icating boards of directors are made and parliamen
tary bills are prepared—but they are never voted.
Doubtless the authors of the new decree of May
22nd last, published in the Journal Officiel of June
2nd, congratulate themselves on having inaugu
rated an era of reforms. They have instituted a
“diploma of expert-comptable recognized by the
state” for those with a technical knowledge who
wish to make it their daily business to organize,
verify, comment upon or correct accounting systems
and books and accounts of all kinds. They have
organized a preliminary examination, a period of
articles and a final examination. Arrangements
have been made for dispensing with these tests
in the case of members of professional organizations
already existing. Those responsible for the new
act flatter themselves that they have greatly
alleviated the future task of examining magistrates
and given shareholders a strong protection against
their own inexperience or credulity.
One of the men who are better informed about
French companies than any others, namely,
Mr. H. Decugis, in his book Le Contrôle des Sociétés

accountants, either individual practitioners or
firms. The same year-book shows there were
24 during the period 1808-1811. During the years
1812-1814 there were 73. In 1854 the Scotch
accountants obtained their recognition by royal
charter, that is to say, by a measure that can be
compared with a decree of the conseil d’état recog
nizing an institution as being of public utility.
The Institute of Chartered Accountants of London
dates from 1870 and its charter from 1880. In this
way, the English system was created little by little.
The advantages were such that the Dutch, although
they have been recognized as having eminent
accountants since the sixteenth century, felt the
necessity of imitating the English system and when
in 1885 they founded their new organization, they
could not do otherwise than adopt the English
expression and call it the “Netherlands Instituut
van Accountants." The superiority of English meth
ods is to be found not in ingenious regulations
(which are never a protection against business
immorality) but in “esprit-de-corps” and in the
organization of accountants into firms.
Esprit-de-corps does not take the place o f tech
nical knowledge but technical knowledge without
esprit-de-corps is useless against fraud and in fact
serves sometimes to facilitate it. Esprit-de-corps
gives individual men the necessary strength of
character which is worth more than technical
knowledge.
In order to understand the matter properly it
is only necessary to compare the use which is made
of the rights given to commissaires des comptes by
French company law with the use which could be
made of them. According to section 33 “during
the three months which precede the time fixed by
the statutes for the holding of the general meeting,
the commissaires have the right whenever they
think it proper in the interests of the shareholders
to inspect the books and examine the operations
of the company. They can always in the case of
urgent necessity convoke the general meeting.”
What use do they make of this provision? The
commissaires des comptes are nominated in two
ways. Usually the meeting elects them on the
recommendation of the board of directors and the
directors choose them among their less influential
friends, acolytes and proteges, that is to say, among
those who are always to be found hanging around the
offices of important companies in search of jobs.
When the directors discover among these persons
two or three who are thoroughly amenable, too
incompetent to form part of the management of
the company and whose wealth and position is
too mediocre to enable them to be members of the
board, but who have some aptitude for figures and
are capable of accepting a theoretical responsibility
for Fcs. 2000 to Fcs. 3000 a year, they are promptly
elected commissaires. Sometimes the post of
commissaire is a novitiate for a person who may
eventually take a seat on the board. Sometimes,
but very rarely, the directors endeavor to find
professional accountants; if so, the accountants are
chosen for their reputation not of independence but
of complacency. Such accountants endeavor to make
a collection of as many commissaire jobs as possible
in order to provide themselves with a regular income.
How do they fulfil their duties? When the time
comes for the holding of the general meeting, the

Anonymes par les Commissaires des Comptes et par
la Publication des Bilans shows that in 1925

the number of companies in France amounted
to 30,000, that their commissaires aux comptes
received annual fees totaling at least Fcs. 40,000,000,
that in the whole of France the number of profes
sional accountants worthy of the name did not
exceed 300 and that the principal accountants’
societies in Paris did not, in total, have more than
some 200 members. The new diploma can only
recognize qualifications, it can not create them;
it can not increase the number of expert accountants
worthy of the name, it can only distinguish them
from amateur accountants by means of a title.
Things can not be so arranged that in order to audit
30,000 companies the country will be in possession
of a greater number of reputable technical account
ants or that in order to fill the 30,000 annual jobs
there will be available more than 300 candidates;
and since the same accountant can not possibly
follow seriously the affairs of more than ten compa
nies at a time, it is easy to calculate that the pro
portion of companies properly controlled will not
exceed more than one in every thirteen or fourteen.
I t has recently been the fashion in France, when
one wishes to give the impression of being thoroughly
competent to manage a company and to be acquainted
with the best methods of improving the manage
ment, to call in the aid of chartered accountants
from England where auditors are recruited who
correspond to our commissaires aux comptes. It
is quite right to show appreciation of an institution
such as that of the chartered accountants but it
is a mistake to pretend that one can introduce it
in France by means of decrees.
Chartered accountants in England were not
created in this way. A year-book for 1799 indi
cates that in that year in London there were eleven
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company sends them their working papers already
prepared. Naturally they tick the figures, they go
to the registered offices of the company; sometimes
if the company’s offices or works are in the prov
inces they visit them also, they shut themselves up
in the accounting department, look through the
files and glance at the books; make a few tests in
order to verify the material accuracy of the entries
and state in their report that nothing has been
hidden from them. They also give vent to appre
ciative or reassuring remarks according to whether
the year has resulted in a profit or a loss and then
they sign. When a catastrophe unfortunately
occurs, when a juge d’instruction asks them ques
tions, the commissaires are quite unconcerned, they
prove to be thoroughly familiar with the law and
plead that, according to such and such a decision
their role is to confirm the material accuracy of
additions and subtractions, that they can not do
more, that they have no right to mix themselves
up with the management of the company and that
nobody can hold them responsible for irregularities
of administration which do not result in mathemat
ical errors of calculation.
A commissaire never makes use of the rights which
are conferred upon him by section 33 of the law,
because if he did he would lose the job of commissaire
not only in the company he worried in that way but
also in all others that he audited. He would be
replaced immediately by a more easy-going and
agreeable commissaire.
Suppose, on the contrary, that law, custom and
opinion insisted that auditors should be men who
were members of a technical institute, that this
institute had internal disciplinary regulations, that
it had serious traditions of independence and that it
did not admit or retain as members men capable of
complacency; that it took their side when attempts
were made to punish them for having done their
duty o f took sides against them when they did not
fulfil their duty. In these circumstances the
auditors would have an interest in acting as de
fenders of the shareholders and creditors vis-à-vis
the directors and no longer as protectors of the
directors against the shareholders and creditors.
Thus, by being quite impervious to outside influence
the commissaire aux comptes would gain more in
position and profits than he does at present by being
easily persuaded. His professional honor would
thus be worth more to him even in good coin than
the favor of one or two boards of directors. A
company which was looking for an accommodating
auditor would know that it could not find one and
that nothing would be served by dispensing with the
services of its present auditor, owing to his intracta
bility, in the hope of finding one who would be more
obliging. The company would have to adapt its
financial methods to the exigencies of its auditors
instead of choosing for its auditors men who would
be willing to wink at its doubtful practices.
Under such a régime the auditor would no longer
be prized by the directors for his submissiveness
but by the shareholders for his upright character.
In order to appreciate the possibilities of such a
change one has only to take the case of notaries.
Doubtless their honorableness is not always in
vulnerable and their governing committees have
sometimes to deal with breaches of professional
conduct but therein lies the whole question: the

breaches are dealt with and the financial conse
quences are supported by the committees. This
supervision accentuates the feeling of esprit-de-corps
and completes the effects of a long tradition. The
fact that they have a monopoly of notarial work
in their particular district and also that they acquire
another monopoly by being authorized to retain
their clients’ documents is a strong protection
against the temptation of notaries to please the
public in order to obtain or retain clients. They
can say what they please. The rigidity of their
regulations gives them authority. Their prestige
is measured by their intractability. It may be
true that notaries often assist clients against the
fiscal authorities because it is an immemorial
tradition for every Frenchman to be in a state of
permanent insurrection against the fisc but they
do not in any way lend themselves to fraudulent
agreements between their clients. Their defects as
well as their qualities and notably their adherence
to form, their antique methods and their slowness
contribute to make their operations entirely regular.
It is very rarely that adverse comment is made on
their methods of handling their affairs. They
have assured for two centuries the conservation and
often the reconstitution of the wealth of the middle
class which is hardly ever squandered except when
it is sunk in limited companies, that is to say when
it ceases to be transferred from father to son and
becomes converted into shares which can be dealt
in on the stock exchange.
The Institute of Chartered Accountants in Eng
land has the same traditions as the Institute of
Notaries in France. But it has one great advantage
over our notaries owing to the additional guaranty
provided by the fact that nearly always chartered
accountants are organized in firms, that is to say,
in partnerships.
We have heard it said that in France the same
régime is gradually being brought about by the
multiplication of auditing companies. But it is
impossible to compare the two institutions. We
have no reason to deprecate our auditing companies
or any intention to do so. We do not know of any
one of them which, so far, has been mixed up in a
scandal but we feel that scandal can be foreseen,
for the following reasons.
In the first place, many of these auditing com
panies are reputed, rightly or wrongly, to have an
origin which does not guarantee their independence.
I t is very much the same as if it were an industrial
matter. When several companies which consume
electric current belong to the same group they
■finally institute, at the common expense, a branch
which produces the current necessary for all their
needs. Each one thereby makes a considerable
economy in general expense and, above all, each one
finds a source of supplementary profits because the
branch sells to the public all the surplus current
which the various companies can not utilize. One
can say that certain auditing companies have an
analogous origin. Several industrial companies
coming under the same financial control have
instituted an accounting organization in the form
of a branch at their joint expense. This organiza
tion provides them with auditors, inspectors and a
tax department and this naturally more cheaply
than if each company engaged such services in
dividually. The organization, in addition, obtains

9

Bulletin of American Institute of Accountants
an external clientele and makes profits on the work
done for it, and these profits go to enrich the com
panies which originally formed the auditing com
pany. In this way, two results are obtained:
first, the controller is under the control of the
controlled, second, the controller can furnish to the
controlled useful first-hand information about
other enterprises, often competitive, which also
have recourse to his services. This is certainly
a very ingenious combination but it does not tend
to perfect the moral side of company activity and,
in any event, it is not used in favor of, or to defend,
isolated shareholders, small investors or the public
generally.
Suppose one admits that auditing companies
of this kind are the exception. It may perhaps
be more difficult to criticize the others but they suffer
all the same from a defect which is of the utmost
importance in the case of an organization created
for the purpose of financial control. The fact that
they are constituted as limited companies puts them
in a very good position to make profits, to extend
their activities and, above all, to limit their re
sponsibility but, at the same time, renders them
very unsuitable to carry out services of a fiduciary
character. Under the penal code punishment for
any delinquency redounds upon the person who
has committed it because only an individual person
can be capable of the intention which created the
delinquency, a legal entity being incapable of willing
anything or committing a wrong or undergoing a
punishment. In the same way, a limited company
can not fulfil a confidential mission, the execution
of which is impossible without understanding,
intuition, discretion and character. The personnel
of an auditing company, as of any other limited
company has all the necessary qualifications for
conducting operations automatically but, for
detecting irregularities or frauds, for tracking them
down, for discussing them, for provoking admission
from wrong doers, for demanding that they be put
right, for refusing any connivance, for diagnosing
the state of health of an enterprise, for conveying
thoughts and opinions to shareholders without
misleading them and, at the same time, without
aggravating the circumstances by unnecessary
publicity, for calling for the holding of a general
meeting when necessary, in other words for taking
the responsibility of putting the directors into
conflict with the shareholders and doing it con
scientiously as a necessary duty, it goes without
saying that the mechanism of a limited company
is worthless, that such mental operations can not
be discussed at a board meeting or dealt with by
red tape, that they must be worked out in one brain
and are the attribute of an individual person.
It is argued that English accountants are organ
ized in firms or partnerships which are very similar
to companies. Without doubt this is so. But
therein lies the superiority of the English over the
French system, for the following reasons.
A limited company brings together only capital;
its management rests upon the wishes of a majority
of shareholders who are constantly changing as
shares are transferred. The company’s errors
involve the shareholders only to the extent of their
subscriptions and they involve the directors only
in the case of commission of a well-defined mis
demeanor which can be specifically attributed to

an individual person. On the other hand, a part
nership groups together at the most three or four
persons who are united by common sympathies.
Retiring partners are only replaced as a result of
personal choice. A partnership has, for these rea
sons, tradition, method and self-respect. An error
committed by a partnership involves the respon
sibility of all the partners and the whole of their
personal wealth. It is easy to see that such a system
has as great advantages over the old French prac
tice of isolated accountants as it has over the new
French practice of auditing companies.
If a serious question arises in relation to the ac
counts of a company, a private accountant who
is working on his own may recoil before the personal
responsibility of provoking a conflict. The account
ant delegated by an auditing company may pass
the matter over or come to a decision light-heartedly
because, after all, any unfortunate results of his
action or inaction will only affect the anonymous
machine which he represents. On the contrary,
a man who has three or four partners can discuss
the matter with them. Such a discussion does not
carry with it the same risks of indiscretion as the
mechanical examination of the situation in the
offices of an auditing company. On the other hand,
it has many exceptional advantages and guaranties.
The three or four partners have different views and
opinions according to their age, their technical
knowledge and their individual character, but they
have a common preoccupation for the good name of
their partnership. They put their conscience into
a common pot. If they take a decision, a decision
which, for example, may endanger the existence
of the company which is being audited or which
may result in the inculpation of its directors, one
knows quite well that the accountants have weighed
the possible consequences that their decision may
have upon their own personal wealth and their
collective reputation.
Such is the superiority of the English firms of
accountants. They would be similar to our
notaries if the latter took the form of partnerships
composed of three or four men who were united
both in their wealth and in their decisions. In other
words, if one admits that the notarial conscience
is a proved type of professional conscience one can
say that whereas the system of auditing companies
annihilates it the English system concentrates and
extends it.
These comments show quite clearly that the
institution of a state diploma for accountants is
not in itself of the slightest importance in the im
provement of the supervision of limited companies.
It will do no harm but it will do no good. The
control of companies depends above all on the in
dependence of the accountants or auditors vis-à-vis
the directors and on their aptitude to consider them
selves and to conduct themselves as judges of
these directors for the benefit of the shareholders.
It is much more a question of character than it is
of technical ability.
In the meantime, the decree of May 22nd does
not even contain the only provision which could
give auditors the necessary standing and pro
fessional conscience. This provision is contained
in a project of the late Professor Thaller of 1904.
His project foresaw the creation of an institute with
its own rules of internal discipline which would
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choose its active members among the best of the
candidates who applied. The granting by the
state of driving licenses does not prevent motor
cars from killing every day an increasing number of
pedestrians. The diploma of expert-comptable
will not prevent false balance-sheets, fictitious

dividends and the robbing of shareholders by
directors. Real reform can only be brought about
when a phenomenon appears analogous to what
would happen if the best chauffeurs came to an
understanding with the public to act as preventive
police against excessive speed.

STATE BOARDS OF ACCOUNTANCY
California
Governor C. C. Young of California has
re-appointed three members of the state
board of accountancy whose terms had
expired, namely, B. W. Bours, John F.
Forbes and H. Ivor Thomas. The other
two members of the board are Reynold
E. Blight, whose term expires in 1929 and
George R. Keast, who will serve until 1930.

Florida
The code of ethics for certified public
accountants adopted by the Florida state

board of accountancy and published in the
American Institute Bulletin for October,
1927, has been submitted to the attorney
general of the state for his opinion as to its
validity. In the opinion of the attorney
general the code is valid and enforcible
under the law.
Kansas
F.
A. McCoy has been appointed a
member of the state board of certified
public accountant examiners of Kansas
to succeed A. B. Sanders whose term has
expired. Mr. McCoy’s term will expire
in September, 1930.

NEWS OF LOCAL SOCIETIES
Illinois Society of Certified Public
Indiana Association of Certified
Accountants
Public Accountants
Members of the faculty of the University
The public affairs committee of the In
of Illinois acted as hosts to the Illinois diana Association of Certified Public Ac
Society of Certified Public Accountants countants has issued the second of a series
at its regular monthly meeting, November of 6 letter-bulletins which it has planned
to publish during the winter of 1927-1928.
12th.
The current bulletin is on the subject of
At the morning session Professor A. C.
Littleton gave an address on “Present-day depreciation and consists of a concise defi
instruction in accounting.” “Some con nition of the term; an explanation of the
siderations of valuation in the preparation phenomenon of depreciation and a discus
of the balance-sheet and income state sion of the method of dealing with it in the
ments” was the subject of an address by accounts.
The first letter-bulletin of this series, on
Professor Harvey C. Daines.
In the afternoon members of the society the natural business year, was discussed
attended the Illinois-Chicago football game. in the November Bulletin. Copies of all
At the evening session, following a dinner the pamphlets, as they are published, are
at the Illinois Union, addresses of welcome distributed among bankers and business
were made by President Kinley and Dean men in the state.
Thompson of the university. Professor H.
Massachusetts Society of Certified
T. Scovill read a paper on the natural
Public Accountants
business year. Sixty members of the society
and about eighty guests were present at the
A meeting of the Massachusetts Society
various sessions.
of Certified Public Accountants was held
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November 28th at the chamber of com
merce building, Boston.
Percy Livingston Bryning was the speaker
of the evening, and his subject was “In
vestment trusts—their origin, their recent
adaptation to the needs of American in
vestors, their operation and their position
in the world of finance.”
Mr. Bryning said that the investors of
Great Britain had been familiar with this
type of investment for over sixty years
but that it had come into prominence in
this country only during the last few years,
particularly in the last year. He said that
properly constructed and well managed
trusts, in his opinion, constitute the best
medium for the investment of funds.
There are two general types of investment
trusts: first, the general trust, which may
operate under a corporate structure or as
a common-law or voluntary trust, the
speaker said. The general trust can deal
in any kind or type of security, buy or
sell bonds, common or preferred stocks,
etc. The other type is the fixed or rigid
trust, which can deal only in such securities
as are specified in the charter. These
securities may be either bonds or stocks
or both, but as a rule they are restricted
to common stocks in this country. Such
trusts may invest either in one particular
industry, such as railroads, banks, public
utilities or chain stores, or may own
standard securities in different industries,
but they are constituted for a period of
years and the trust shares are sold in blocks,
each unit often represented by a specific
participation in certain shares which are
indicated in the charter.
Investment trusts, Mr. Bryning said,
should be distinguished from holding com
panies or financing companies, which are
responsible for the management of their
subsidiary companies. The investment
trust does not desire to participate in the
management of the companies whose se
curities it holds. I t confines itself to in
vesting its funds fractionally in the bonds
or shares of a large number of worthy enter
prises. Investment trusts of the British
type operate internationally, rather than
in any one country, and this gives them a
great advantage over other types of trust,
in Mr. Bryning’s opinion.
He said that there are approximately
102 stock exchanges throughout the world

in twenty or thirty different countries in
which these international trusts might
suitably make investments. By picking
the countries and securities which are
temporarily depressed, this type of trust
can make a reasonable capital gain and
turn over its entire capital every two years,
as well as obtain a satisfactory income
return. These trusts are by their charter
restricted to a certain percentage invest
ment in any one company, in any one in
dustry and in any one country, and they
afford an ideal diversification with a fair
margin of profit.
According to Mr. Bryning, investment
trusts are helpful in the solution of the state
inheritance-tax question. Although they
may own securities in all the forty-eight
states, yet the holder of the shares or trustee
certificates is taxable only in the state in
which the trust was incorporated and the
shareholder lived.
Mr. Bryning outlined the capital struc
ture of certain typical trusts, both domestic
and international. He pointed out that
some of the capital shares are merely par
ticipation certificates, while others are
various classes of preferred and common
shares, and many have bonds up to 50
per cent. of the total capitalization.
Mr. Bryning’s remarks aroused a great
deal of interest and a number of questions
were asked when he concluded.

Missouri Society of Certified Public
Accountants
KANSAS CITY. CHAPTER
The regular monthly meeting and dinner
of the Kansas City chapter of the Missouri
Society of Certified Public Accountants
was held on Monday, November 7th, and
was attended by more than forty members.
The programme for the evening, arranged
by Paul D. Williams, consisted of an analy
sis of the accountant’s functions in indus
trial and financial investigations. In the
opinion of the speakers the future growth
of the accounting profession is dependent
to a large extent on the broadening of the
service which the accountant now renders
and on his willingness to accept larger re
sponsibilities, such, for example, as investi
gations for refinancing for the purpose of
presenting to the investment banker and,
through him, to the public a true picture
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of the concern to be financed. This report,
covering such an examination, should con
tain not only figures relating to the financial
condition and the earnings of the company
under investigation, but also additional data
which may assist the banker and the investor
to form an opinion of conditions which may
have influenced earnings in the past and
may affect them again in the future. While
the investigation naturally deals with pres
ent conditions and past happenings, these
must be examined and presented with due
regard to the fact that they are of interest
only in so far as they serve as a guide to
the future, because the obligations of the
financing will have to be met from future
operating income and not from that of the
past. From this point of view any in
formation which clarifies past performances
is of value. This includes comments re
garding the industry, the nature of the
product sold, whether a luxury, temporary
fad or staple, territorial distribution, the
type of customers served, credit and sales
policies, information regarding gross profits,
relation of inventories to production re
quirements and sales, etc. With this in
formation the banker may form an opinion
regarding the future prospects of the busi
ness, the stability of earnings, possible
expansion, etc., all of which will determine
the ability of the concern to meet its finan
cial obligations in the future. It was the
opinion of the speakers that the service of
supplying such information, which requires
not only an historian but also a student,
who analyzes history in order to predict
future events, can be rendered by account
ants, provided the profession will continu
ally broaden its knowledge of business
practices, economic conditions and factors,
etc.
The conditions leading to refinancing
and the accounting adjustments which are
frequently applied in the preparation of
the balance-sheet and the profit-and-loss
account were discussed, as well as some of
the tax problems frequently encountered
in refinancing operations.
A paper was also presented on the differ
ence between the ordinary and the industrial
and financial audit.
In the discussion which followed, em
phasis was laid by the speakers upon the
following matters:
(a) That the statements prepared and

the comments made by the accountant
should be based upon ascertainable facts
and that no forecast should be made with
regard to earnings.
(b) That all figures and data referred
to in the circular as being based upon the
accountant’s investigation should be ap
proved by him.
(c) That the accountant should co
operate with investment bankers in giving
to the investor a true statement of the
affairs and earnings of the company issuing
the security.
(d) That the procedure suggested by
the American Institute committee relative
to financial investigations should be strictly
followed.
A meeting of the chapter was also held
on December 5th. David B. Peter acted
as chairman, and the subject of discussion
was inventories. The legal and moral
responsibilities of the accountant were
discussed, and consideration was given to
the banker’s viewpoint on the auditor’s
responsibility for physical inventories. At
tention was also devoted to methods of
planning a physical inventory and of veri
fication of inventories.

Society of Certified Public Account
ants of the State of New Jersey
The third annual all-day meeting of the
Society of Certified Public Accountants of
the State of New Jersey was held at the
Elks’ club, Newark, November 29th. The
first session opened at 10 a.m. when routine
business matters received attention. At
this session a discussion of state accountancy
legislation took place. Lewis G. Fisher,
chairman of the committee on state legis
lation of the American Institute of Ac
countants, described the policies of the
Institute regarding state legislation, in
cluding a description of the model C. P. A.
bill prepared by his committee and ap
proved by the council of the Institute. Mr.
Fisher also gave his own opinion of several
provisions in typical accountancy laws.
His remarks are given in full elsewhere in
this Bulletin.
In the afternoon session, which opened
at 2 p.m., a mock arbitration proceeding
took place, in the presentation of which the
American Arbitration Association cooper
ated. This part of the programme aroused
considerable interest, as well as amusement.
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The case at issue was taken from the files
of the American Arbitration Association,
and both lawyers and accountants par
ticipated in the proceedings. The demon
stration showed convincingly the value of
arbitral methods in solving commercial
disputes.
Leland R. Robinson, president of the
Second International Securities Corporation
of America, spoke on investment trusts.
At the evening session, which began
with dinner at 6.30 p.m., addresses were
delivered by Isaac Bacharach, member of
the legislature of New Jersey, and by the
Hon. Walter D. Van Riper, judge of the
court of common pleas of Essex county.
Professor Roy B. Kester of Columbia
University spoke on accountancy education.
About 200 persons attended the meeting.
Maurice E. Peloubet, president of the
society, presided at all the sessions.

South Carolina Association of Certified
Public Accountants
ACCOUNTANTS CLUB OF
CHARLESTON
A local chapter of the South Carolina
Association of Certified Public Accountants,
called the Accountants club of Charleston,
had its first meeting October 24th at the
Francis Marion hotel, Charleston. This
began a series of meetings to be held by
the club, at which it is proposed to consider
matters that may be of interest to the
clients of members, and consequently to
the business community of Charleston.
It is planned to invite men of national
reputation in the accountancy profession,
as well as prominent business men, both
from Charleston and from other cities, to
attend and address these meetings.

COLUMBIA CHAPTER
A Columbia chapter of the South Carolina
New York State Society of Certified
Association of Certified Public Accountants
Public Accountants
was organized November 20th at a meeting
A regular monthly meeting of the New at the Jefferson hotel, Columbia. N. E.
York State Society of Certified Public Derrick was elected president of the chapter
Accountants took place November 14th and George M. Thayer, vice-president and
at the Waldorf-Astoria hotel, New York.
secretary. All the members of the South
C. Griswold Bourne delivered an address Carolina Association resident in Columbia
entitled, “Problems connected with in became members of the chapter.
solvencies of brokers.” Andrew F. Gibson
At the first meeting it was decided that
spoke on the listing of securities on stock the chapter shall meet on the evening of
exchanges and Frederick S. Todman spoke the second Monday of each month and all
on “Presentation of stock-exchange ques visiting accountants are invited to attend
tionnaires to banks and clients.” A great the meetings.
deal of interest was shown in these papers.
At the second meeting, which was called
More than an hour and a half of discussion for December 12th, the programme in
followed the addresses.
cluded an address by L. A. Searson on
“Uniform accounting for counties.”
Pennsylvania Institute of Certified
Public Accountants
Texas Society of Certified Public
Accountants
PITTSBURGH CHAPTER
At a meeting of the Texas Society of
A meeting of the Pittsburgh chapter of
the Pennsylvania Institute of Certified Certified Public Accountants at Fort Worth,
Public Accountants was held on the evening November 25th and 26th, the following
President, B. S.
of December 7th at the Hotel Henry and officers were elected:
Mothershead; vice-president, T. F. Ken
was preceded by a dinner.
Frank Wilbur Main spoke on “Touring nedy; secretary-treasurer, H. G. Mayhew.
the Mississippi valley with Pittsburgh Members of the executive board are J. R.
business men.” Ernest Crowther gave an Nelson and A. C. Upleger.
This meeting was the largest in the
address on “The soft coal situation,” which
was followed by discussion, led by George history of the Texas Society, with the
exception of one held several years ago in
F. Herde.
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conjunction with a regional meeting of the
Henry C. Burke, national director of the
American Institute of Accountants.
Wholesale Credit Men’s Association, de
An increase in membership of approxi livered an address entitled, “The financial
mately 50 per cent. was reported. Attention statement as a basis for credit.” The
was called to the fact that more members subject of the accountant’s responsibility
were admitted to the society during the in the verification of inventories was dis
past year than in any other three years cussed by J. A. Phillips. W. M. Aikman
of its existence.
spoke on “Economic contributions of the
B. S. Mothershead acted as chairman of certified public accountant.”
the meeting, and the accountants present
At the banquet Loyd B. Smith gave an
were welcomed to Fort Worth by Mayor address on “Significant phases of modem
Thompson. A. C. Upleger, retiring presi accounting practice.”
dent of the society, responded. Reports of
In a golf tournament which was a feature
officers and committees and the election of the programme, A. C. Upleger and Ben
of officers occupied the first session.
M. Davis tied for first place.

OBITUARY
Amos Dawes Albee
in the automobile industry. He had served
Amos Dawes Albee, a charter member of as general manager of the Studebaker
the American Institute of Accountants and Corporation, vice-president and director of
a member of its predecessor, the American the United States Rubber Company and
Association of Public Accountants, died president of the United States Tire Com
November 25th at his home in Wollaston, pany.
Charles D. Phelps
Massachusetts. He was 81 years of age.
Mr. Albee was a certified public account
Charles D. Phelps, a member of the
ant of Massachusetts and Ohio, and a American Institute of Accountants, died
member of the firm, Amos D. Albee, Son & November 9th at his residence in MonCo., Boston. He has been called the dean clair, New Jersey. Mr. Phelps was for
of Boston’s public accountants as he was many years a member of the American
one of the oldest practitioners in the city. Association of Public Accountants and
He opened an office as a public accountant became a member of the Institute when the
reorganization occurred in 1916. He was
in 1885.
a certified public accountant of New York.
James Newton Gunn
At the time of his death Mr. Phelps was
James Newton Gunn, a member of the not in active practice.
American Institute of Accountants since
George Raban
its inception in 1916, and before that time
George Raban, of Great Falls, Montana,
a member of the American Association of
Public Accountants, died at his home in member of the American Institute of Ac
New York, November 26th. Mr. Gunn countants, died November 25th. Mr. Ra
was a certified public accountant of Con ban was a member of the American Asso
ciation of Public Accountants and in 1916
necticut. He was 60 years old.
Mr. Gunn had not practised public became a charter member of the Institute.
accounting for many years, but had been He was a certified public accountant of
prominent in industrial affairs, notably Montana.

Arthur E. Andersen, Chicago, has been
elected a member of the board of trustees
of Northwestern University. His appoint
ment fills a vacancy created by the death
of Elbert H. Gary.

Anson Herrick, San Francisco, spoke on
“The revolution in accounting practices”
at a meeting of the cashiers’ section of the
San Francisco Stock and Bond Institute
held November 22nd.
15

Bulletin of American Institute of Accountants

HERE AND THERE
H. A. Higgins announces the opening of G. Russell Brown, Little Rock, spoke on
offices in the Rogers building, Jackson, “The permanent stock association,” No
vember 14th, at a meeting of the Arkansas
Michigan.
State Building Association League.
Horwath & Horwath announce the open
W. B. Castenholz, Chicago, has been
ing of an office in the Subway Terminal
building, 417 South Hill street, Los Angeles. appointed member of a committee on
financial forecasts of the Illinois Manu
Koke & Co., Cleveland, announce the facturers Costs Association and chairman
opening of an office in Washington, D. C., of the sub-committee on relation of budge
at 914 Southern building.
tary control to financial forecasts.
Lamb & Decker, Cincinnati, announce
G. T. Graham, Oshkosh, Wisconsin, has
the removal of their offices to rooms 1108 been appointed general chairman of the
and 1109 in the Chamber of Commerce membership committee of the Central
building.
Wisconsin Association of Credit Men.
Edward P. Moxey & Co. announce the
The Jackson, Michigan, Tribune for
removal of their offices to the Franklin November 7th and 17th contained articles
Fourth Street National Bank building, by H. A. Higgins of that city on “Cogent
1416-1418 Chestnut street, Philadelphia.
reasons for reduction of corporations’ in
H. A. Sayre & Co. announce the removal come taxes” and “Operation of commission
of their offices to suite 508, 134 North government,” respectively.
LaSalle street, Chicago, Illinois.
George E. Hutchison, Chicago, delivered
Lawrence Scudder & Co. announce that an address before the Beverly Business
Robert E. Payne has been admitted to Men’s Association, November 28th, on
“The business man should keep records.”
general partnership in the firm.
John T. Madden, New York, addressed
Announcement has been made of the
the
New York Electrical League at a meet
consolidation of the practices of Wiegner,
Rockey & Co. and of I. Franklin Howard ing held November 23rd at the Hotel Astor
& Co., under the name of Wiegner, Rockey on “Thanksgiving day reflections.”
& Co., Drexel building, Philadelphia.
W. Clement Moore, Philadelphia, dis
cussed
control through cost
George Wilkinson & Co. and Raymond analysis”“Executive
at
a
meeting
of the Metropolitan
G. Cranch announce the consolidation of Paper Box Manufacturers
in
their practices as a copartnership with New York, November 16th.Association
Articles
by
offices at 1530 Chestnut street, Philadelphia. Mr. Moore entitled, “Why cost study pays”
Wood & Patton announce the removal of and “Are you making a fair margin of
their Elmira, N. Y., office to the Brownlow profit?” appeared in the November issues
of the National Retail Lumber Dealer and
building.
the American Lumberman, respectively.
Robert M. Zeitlin and Herbert P. Brown
A. Musgrave, Hartford, Connecticut,
announce the formation of the firm of hasW.been
assisting the Norwich, Connecti
Brown, Zeitlin & Co. with offices at 1205 cut, chamber of commerce in revising its
Lane Mortgage building, Los Angeles.
accounting system.
The following paragraphs report activities
William P. Quinn, Los Angeles, addressed
of members and associates of the American the bi-monthly meeting of the Los Angeles
Institute of Accountants:
Retail Controllers in November on “ De
______
preciation.”
George P. Auld, New York, is the author
Ernest E. Wooden, Baltimore, has been
of The Dawes Plan and the New Economics
published November 4th by Doubleday, elected president of the Parent-Teacher
Page & Co.
Associations of Baltimore county.
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